For  Reference 

Not  to  be  taken  from  this  room 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 


Digitized  by  the  Internet  Archive 

in  2014 


https://archive.org/details/forbes123124mayforb 


p  SPECIAL  REPORT 

K  IS  FREE  TRADE  DEAD? 


LI3?vAkt 


hi  *U0N    !d¥  cscusu 


4820"0831  7' 


ANNUAL 
DIRECTORY  ISSUE 

THE  NATION'S 
ARGEST  COMPANIES 
RANKED  FOUR  WAYS 


Dad  always  enjoyed  your  letters. 
Hell  especially  enjoy  these  on  Fathers  Day 


Seagrams  V.O. 

The  symbol  of  imported  luxury.  Bottled  in  Canada 

Enjoy  our  quality  in  moderation. 

Canadian  whisky.  A  blend  of  Canada's  finest  whiskies.  6  years  old.  86.8  Proof .  Seagram  Distillers  Co.,  N  YC. 


Forbes 


Companies:  Very  little 
has  heen  happening  at 
Transamenca  these  days. 
How  nice.  88 


Companies:  T.  Boone 
Pickens  likes  his  Mesa  Pe- 
troleum to  jump  the  ruts. 
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still  waffles  92 
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other  areas.  Now  it  is  starting  to  make  noises  like  a  would-be 
publishing  giant.  There's  only  one  thing  it  seems  unwilling 
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er. Meaning  Germany's  Melitta-Werke  Bentz  &  Sohn,  which 
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other  fields,  it's  a  $750  million  company  these  days.  And 
it's  all  owned  by  just  one  man,  Horst  Bentz,  who  surely  must 
be  one  of  the  world's  richest  108 
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the  near  future  121 
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Ablon  seems  to  have  whipped  into  good  operating  shape  at 
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advantage.  It  also  makes  its  development  engineers  sign  a 
written  statement  that  there's  a  market  for  at  least  a  million 
of  any  new  item  before  the  tooling  up  starts  167 

Alaska:  The  Native  Corporations  Learn  The  Facts  Of  Life. 
The  corporations  set  up  under  the  1971  Alaska  Native  Claims 
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which  they  got  "title"  may  be  worth  less  than  they  seemed. 
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be  takeover  artists  just  won't  notice  how  good  it  is  174 
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JOY®de  JEAN  PATOU 
THE  COSTLIEST  PERFUME  IN  THE  WORLD 


One  ounce  in  Baccarat  crystal . . .  Limited  quantity  available . . .  Imported  from  Paris 


Mother's  Day,  May  13th 


Coca-Cola   and  Coke  are  registered  trade-marks  which  identify  the  same  product  ot  The  Coca-Cola  Company 


WHEN  I  TELL  YOU 
WEST  VIRGIN! 
IS  A  GOOD 
INVESTMENT 
YOU  CAN  BANK 
ON  IT." 


John  D.  Rockefeller  IV,  Governor,  West  Virginia 


For  the  right  company,  West  Virginia 
may  be  the  best  investment  in  the 
nation. 

After  all,  you  make  your  decisions  from  a 
balance  sheet.  We  have  one  on  the  advan 
tages  of  locating  in  West  Virginia.  We'd  be 
glad  to  share  it  with  you.  For  instance,  loo 
at  energy  in  West  Virginia:  20  percent  of  tl 
coai  reserves  in  the  country  and  proven  01 
reserves  of  more  than  32  million  barrels.  Trans- 
portation: 355  miles  of  navigable  rivers  and  7 
percent  completed  interstate  highway  systeijn. 
Then  there  are  quality  of  life  considerations.  Anfier- 
ica  is  discovering  the  beauty  of  mountain  living).  O 
people  have  lived  it  for  200  years.  There  are  dozens 
of  reasons  why  the  right  company  would  prosper  in 
West  Virginia.  To  get  them,  send  in  our  coupon.  This 
may  be  one  of  the  most  important  decisions  yob 
ever  make. 


□  Yes.  I'd  like  to  see  a  summary  of  the  facts.        I  0859 

□  I  would  like  details  on  advantages  for  my  company 
n  West  Virginia. 

□  Have  one  of  your  professionals  call  me  at  


.Title. 


_State_ 


-Zip- 


Governor's  Office, 
Charleston.  WV  25305 


States  df, 

j     Wist  Virginia 


Combine  the  most  efficient 
most  automated  zipper  plant 
with  the  most  dedicated  people, 
and  you  get  ykk  quality. 

in  the  billions. 

we're  ykk.  And  we  manufacture  zippers  by  the  billions.  Which  makers  us 
one  of  the  country's  largest  zipper  producers,  in  fact,  our  manufacturing  center 
in  Macon,  Georgia  is  the  largest  zipper  manufacturing  complex  in  the  U.S. 
With  the  most  automated  manufacturing  techniques,  creative 
engineering,  and  precise  quality  control. 

But  the  one  thing  that  makes  us  different  is  people.  Motivated  people. 
So  much  so,  that  they  make  sure  that  every  zipper  is  of 
the  highest  quality  imaginable.  Whether  it's  for  clothing,  footwear, 
luggage,  sporting  goods  or  home  sewing. 

Incredible?  Not  really,  when  you  consider  that  people  who  really  care  will 
always  produce  consistent  quality. 

YKK  quality  in  the  billions. 

The  world's  largest  zipper  company. 

We  still  treat  our  products  Ike  they're  made  one  at  a  time. 


YKK  (USAi  inc  Atlanta  (4041427  5SM  Boston  (617677  6872  Cnicago  (3121498-9750  Cincinnati  1515674-2850  Dallas  12141458  4151  Denver  i505i520  1955  Creensoorc  919  274  162-  Hawan  .808  556  5707  los  Angeies 
12151629-4591  lyndhurst  NJ  (201*955-4200  Or  r212)564  59W  Macon  19121745  7911  Memphis  (9011794  5631  Miami  (3051573  6022  New  York  (212)756  5410  Pnila  (2151659  9050  Puerto  RlCO  (8091761-6255  San  Fran 
(4151468  4770  Seattle  (2061523  9505  St  Louis  (3141968  1945  YKK  Canada  Ltd  Edmonton  (4051424  2915  Montreal  (514 1532  3350  Toronto  (41616613181  Vancouver  (6041685  0464  Winnipeg  (2041633  9179 


On  the  Big  Board 
NICOR  is  known  as  GAS'. 
You  should  know  us  as 
The  Basic  Energy  Company' 


What's  a  NICOR? 

We're  the  corporation  with  revenues  of 
$1 .2  bi  1 1  ion  that's  getting  down  to 
basics  in  energy.  Basic  energy  sources 
like  coal,  oil,  uranium,  and  natural  gas. 
Northern  Illinois  Gas  is  our  major  sub- 
sidiary. It's  the  fifth  largest  natural  gas 
distribution  company  in  the  nation. 
And  one  of  the  most  efficient.  Our  cus- 
tomer-to-employe ratio  is  the  best  of 
any  known  gas  distribution  company 
in  the  nation  while  distribution  expense 
per  customer  is  among  the  lowest  in 
the  industry. 

But  gas  distribution  is  just  one  of  our 
basic  energy  activities. 

Onshore  and  offshore,  we're  into 
exploration 

Our  subsidiaries  participate  in  oil  and 
gas  exploration  projects  all  the  way 
from  Belize,  up  to  offshore  Texas  and 
Louisiana.  And  through  the  lower 
48  states,  into  Canada  and  out  to 
offshore  Alaska. 

Coal:  Leasing,  mining  and 
gasification 

NICOR  Minerals  controls  about  one 
billion  tons  of  recoverable  coal  in 
Illinois.  NICOR  Mining,  another  sub- 
sidiary, has  entered  into  a  joint  venture 
to  mine  a  portion  of  those  reserves. 
And  our  Mid-Continent  Gasification 
subsidiary  is  a  participating  member 
of  the  Illinois  Coal  Gasification  Group 
working  on  the  first  phase  of  a  coal 
gasification  demonstration  plant. 

Drilling  rigs  and  equipment 

These  newly-acquired  assets  are  en- 
gaged in  contract  drilling  for  other  oil 
and  gas  producers. 


New  energy  ventures 

In  today's  modern  era  the  proven, 
efficient  energy  company  is  best  suited 
to  lead  the  way  in  coming  years.  That's 
why  you'll  find  a  NICOR  subsidiary  in 
the  Overthrust  Belt  of  the  Rocky 
Mountains. 

You'll  find  a  NICOR  subsidiary  work- 
ing with  an  industry  association  to 
subsidize  research  into  "exotic"  en- 
ergy sources.  Extracting  hydrogen 
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NICOR 

The  Basic  Energy  Company 


from  water,  converting  marine  biomass 
to  methane  and  tapping  geo-pressur- 
ized  zones  where  trillions  of  cubic  feet 
of  natural  gas  I  ie  trapped  in  brine. 

Energy's  basic  to  NICOR  and 
NICOR's  basic  in  energy 

We're  the  basic  energy  company  now. 
And  we'll  be  basic  in  energy  in  the 
future.  Whatever  that  energy  is.  For 
more  information,  write  J.  M.  Quigley, 
Financial  Vice  President  and  Secre- 
tary, NICOR  Inc.,  Box  200,  Dept.  FB-5, 
Naperville,  IL  60540. 


1978  Performance  Profile 

Sales  and  earnings  set  reeords  for 
seventh  consecutive  year. 

Record  sales  and  earnings  were  achieved  in  1978. 
Compared  with  1977,  net  sales  increased  by  12%  to 
$324,213,000  while  net  income  rose  by  13%  to 
$21,058,000.  Fully  diluted  earnings  per  share 
reached  $2.50,  an  increase  of  13%  over  1977. 

Of  fundamental  importance  to  this  consistent, 
upward  progress  has  been  our  successful  diversifi- 
cation into  several  markets.  This  diversification  has 
allowed  us  to  minimize  the  impact  on  the  company 
of  cyclical  variations  in  any  given  market. 

We  like  the  way  outsiders  view 
our  performance. 

Of  course,  we're  proud  of  our  track  record,  but 
we're  also  especially  pleased  with  the  opinions  of 
some  outsiders.  The  most  recent  Fortune  magazine 
listing  of  the  1000  largest  U.S.  industrial  firms 
showed  we  ranked  565th  in  total  1977  sales;  but  it 
also  showed  we  ranked  77th  in  "total  return  to  in- 
vestors" over  a  sustained,  ten-year  period.  Standard 
&  Poor's  Stock  Guide  assigns  an  A+  rating  to  our 
dividends  and  earnings,  a  rating  achieved  by  less 
than  2%  of  the  more  than  5000  issues  listed.  Finan- 
cial World  magazine  rates  our  common  stock  A+. 
And  Value  Line  has  assigned  an  A+  rating  to  our 
financial  strength.  So,  feel  free  to  ask  us  about 
Crouse-Hinds— but  ask  outsiders  about  us,  too. 

Tenth  dividend  increase  since  1971. 
Keyed  to  offset  inflationary  effects. 

Due  to  a  profitable  1978  and  our  confidence  in  a 
successful  year  in  1979,  a  25%  increase  in  the  com- 
mon stock  cash  dividend  was  announced  January 
18,  1979,  payable  May  1,  1979.  This  marks  the  sec- 
ond cash  dividend  increase  in  six  months  and  the 
tenth  in  the  last  8  years.  The  adjusted  quarterly 
cash  dividend  declared  on  Crouse-Hinds  common 
stock  has  increased  267%  in  those  8  years,  more 
than  triple  the  estimated  rise  in  the  consumer 
price  index. 

Annual  Report  available. 

For  a  copy  of  the  1978  Annual  Report,  write  the 
Vice  President,  Corporate  Affairs,  Crouse-Hinds 
Company,  P.O.  Box  4999,  Syracuse,  NY  13221. 


ie  Crouse-Hinds  Company 

NET  SALES  millions 
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250 
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1974 

1975 

1976 

1977 

1978 

50 

12  Months  Ended  December  31,  1978 


Net  Sales 

1978 
$324,213,000 

1977* 
$290,300,000 

Costs  and  Expenses 
Devaluation  of 
Foreign  Currencies 

285,022,000 
532,000 

253.625.000 
1,563,000 

$285,554,000 

$255,188,000 

Net  Income  Before  Taxes 
Taxes  Based  on  Income 

38,659,000 
17,601,000 

35,112,000 
16.493,000 

Net  Income  After  Taxes 

S  21,058,000 

$  18.619.000 

Earnings  Per 
Common  Share: 
Primary 
Diluted 

Dividends  Paid  Per 
Common  Share: 

$2.74 
S2.50 

S0.925 

$2.48 
$2  22 

$0.7875 

"Restated 

The  Crouse-Hinds  family  of  electrical  products: 

Cable  and  conduit  fittings  ■  Plugs  and  receptacles 

■  Enclosures  ■  Industrial  lighting  ■  Outdoor  lighting 

■  Traffic  signals  and  control  systems  ■  Wiring  devices 

■  Industrial  controls  ■  Specialty  switches  ■  Secondary 
electrical  distribution  assemblies  ■  Safety  switches 

■  Circuit  breakers  ■  Meter  mounts  ■  Electrical  control 
devices  ■  Stampings  ■  Castings  ■  Coils  and  transformers. 


CROUSE-HINDS  COMPANY 


He's  up 
and  coming 
. . .  and  going 

He's  on  a  fast  track,  and  he  knows  it. 

Can  you  afford  to  lose  him? 

According  to  the  Kiplinger 
Washington  Letter,  employee  turnover 
ranks  among  the  most  serious  U.S. 

labor  problems  today. 

You  can  boost  the  odds  strongly  in 
favor  of  your  firm  with  a  Hamilton 
Awards  Program.  While  it  won't  solve 
every  turnover  problem,  companies 
we  serve  tell  us  that  it  can  make  a 
significant  difference  —  at  a  level  of 
cost-effectiveness  infinitely  more 
attractive  than  recruiting  and  training 
new  personnel. 

Hamilton  fine  watches  and  heirloom 
clocks,  in  a  skillfully  designed 
program,  are  helping  firms 
everywhere  to  establish  a  sensitive 
and  recognizable  rapport  with  their 
most  valued  employees.  You'll  be 
interested  in  our  full-color 
catalog  and  our  highly  informative 
brochure,  "Hamilton  Awards  ...  An 
Investment  in  People." 

Call  our  toll-free  number  for  complete 
details  . . .  without  obligation, 
of  course. 
Dial  1-800-233-0283  or 
1-800-233-0284. 


Hamilton  Watch  Company,  Lancaster,  PA  17604 
If  the  award's  a  Hamilton,  they'll  know  you  mean  it. 
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Side  Lines 


Jerry  Flint 


Mr.  Flint  goes  to 
Washington 

When  he  was  a  teenager 
growing  up  in  Detroit,  Jer- 
ry Flint  saw  the  movie  of 
Ben  Hecht-Charles  Mac- 
Arthur's  The  Front  Page 
and  his  career  was  decid- 
ed. But  he  could  not,  of 
course,  have  known  then 
that  there  was  a  Forbes  in 
his  future.  Last  month, 
after  1 1  years  as  a  top  re- 
porter on  the  Wall  Street 
Journal  and  12  more  as  a 
reporter,  bureau  chief  and 
editor  on  The  New  York 
Times,  Jerry  Flint,  47, 
brought  his  talents  to  this  magazine  as 
manager  of  our  Washington  bureau. 

Covering  Washington  for  Forbes  is  a 
demanding  job.  The  nation's  capital 
probably  has  more  journalists  per  square 
inch  than  any  other  place  in  the  world. 
Too  many  of  these  joLirnalists  are  either 
captives  of  their  special  news  sources  or 
parochially  focused  on  some  narrow  area 
of  politics  or  economics;  too  often  in 
their  quest  for  "scoops,"  they  overlook 
the  bigger  story. 

We  want  something  different  from 
Washington.  Government  policy  per  se 
and  economic  policy  per  se  and  politics 
per  se  are  amply,  even  excessively,  cov- 
ered. What  is  not  nearly  so  well  covered 
is  the  interplay  of  policy  and  theory  with 
the  actual  world  of  business;  not  what 
the  politicians  or  economists  propose  to 
do  but  what,  in  the  real  world,  they  will 
be  able  to  do. 

Jerry  Flint  has  what  it  takes  to  do  the 
job.  No  Hildy  Johnson,  but  an  unassum- 
ing man  with  a  dry,  self-deprecating  wit, 
he  is  widely  respected  in  the  profession 


for  a  demonstrated  versatility  in  cover- 
ing business,  labor,  politics. 
After  working  his  way  through  Wayne 
State  University,  he 
served  during  the  Korean 
War  in  the  Army  Security 
Agency,  and  then,  as  he 
puts  it,  "struck  gold"  after 
his  enlistment  was  up  in 
1956.  In  his  words: 

"The  Via//  Street  Journal 
had  announced  it  would 
hire  inexperienced  report- 
ers; they  wanted  to  train 
their  own.  I  was  one  of  the 
first  hired.  Put  in  two 
years  in  Chicago.  Then 
they  moved  me  back  to 
  my  old  hometown,  De- 
troit, where  I  stayed  until  1967,  joining 
The  New  York  Times  as  Detroit  bureau 
chief,  just  in  time  to  run  out  on  12th 
Street  to  cover  America's  bloodiest  racial 
riot.  With  The  Times  in  Detroit  there  was 
race,  politics — I  broke  the  George  Rom- 
ney  "brainwashed  on  Vietnam"  quote — 
automobiles  and  Walter  Reuther. 

"In  1973  I  moved  to  New  York  to  set  up 
a  roundup  operation  for  Tlx  Times,  a 
stringer  network  that  could  put  together 
stories  on  national  trends.  Later  I  re- 
turned to  reporting  in  Financial,  but  just 
on  special  jobs,  such  as  a  swing  into  Cuba. 
Then  a  labor  story  I  wrote — ironically,  on 
part-time  workers,  which  I  wrote  after 
seeing  a  piece  in  Forbes — caught  the  edi- 
tors' eyes,  and  I  was  given  the  labor  as- 
signment, covering  not  just  strikes  and 
bargaining,  but  deeper  trends  in  work. 

"While  happy  at  The  Times,  it  was  im- 
possible to  resist  the  lure  of  Forbes,  and 
particularly  the  job  of  Washington  Bu- 
reau Chief  at  a  time  when  the  economy 
is  the  heart  of  the  national  news." 


No 
waste 


Philip  Gefter  and  Nikki  Frost 


lournalism  is  the  most  frugal  of  occupa- 
tions. Sooner  or  later  anyone  involved  in 
its  processes  uses  every  part  of  his  back- 
ground and  experience.  A  case  in  point  is 
Nikki  Frost,  who  has  headed  picture  re- 
search at  Forbes  since  1975.  A  New  Eng- 
lander  by  birth,  she  grew  up  absorbing 
tales  of  the  sea  and  of  seafarers.  After 
graduation  from  Colby  College,  she  stud- 
ied at  the  London  School  of  Economics. 
Frost  used  both  memory  and  scholarship 
(she  once  wrote  a  paper  on  British  Tory 
loseph  Chamberlain)  in  researching  the 
picture  story  on  the  evolution  of  world 
trade  that  begins  on  page  75.  She  was 
aided  by  Philip  Gefter,  a  graduate  of  New 
York  University  and  Pratt  Institute,  who 
worked  at  Aperture  Quarterly  before  join- 
ing Forbes  earlier  this  year. 
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Delta  is  an  air  line  run  by  more  than 
32,000  professionals. 

One  of  them  is  Captain  Joe  Kelly,  seen  here 
with  Delta  Flight  Attendants  Sherry  Ellis 
and  Pat  Coleman. 

Joe  started  flying  on  April  1.  But  he  wasn't 
fooling.  That  was  April  1,1941.  And  he's  been  living  out 
his  boyhood  dream  for  the  last  37  years. 

He  talks  about  flying  with  a  soaring  spirit.  But  as  a  pilot,  he's  strictly 
down  to  earth.  Know  your  airplane,  know  your  weather,  know  your  crew. 

Captain  Joe  Kelly  is  a  good  man  to  have  up  front. 
Delta  is  ready  when  you  are. 


This  is  Delta's  Wide-Ride*  L-1011  TriStar 
with  "living  room" cabins  8  feet  high  and  19  feet  wide. 
You  fly  in  quiet  luxury. 


Another  45  legit] 
buying  Polaroid  instant 


Some  months  ago,  we  ran  an  ad  listing  49  non- 
personal  reasons  to  buy  Polavision— Polaroid's 
revolutionary  instant  movie  system. 

Since  then,  hundreds  of  uses  have  been  coming 
in  from  inventive  businessmen  who  are  reporting 
successful  applications  for  instant  movies. 

We'd  like  to  share  some  of  them  with  you. 

Because  you've  no  doubt  already  figured  out  how 
yon  can  use  instant  movies  in  your  personal  life: 

To  shoot  your  children's  birthday  parties,  or  a 
school  play. 

To  improve  your  golf  swing. 

And  to  record  your  grandchild's  first  steps  for 
posterity. 

But  Polavision  can  make  you  a  better  executive. 
Or  a  more  convincing  salesman.  (See  number  37.) 
Or  a  better  builder,  manufacturer,  or  agent. 

Polavision  is  simple. 

It  consists  of  a  camera,  a  player,  and  a  cassette. 

It's  light,  portable,  and  compact. 

It's  easy  to  use.  Even  if  you've  never  used  a 
camera  before.  So  if  you  need  a  movie,  you  can 
shoot  it  yourself. 

Showing  the  movie  is  even  easier.  There's  no 
screen  to  set  up,  no  projector  to  thread.  And  the 
film  develops  itself  in  just  90  seconds.  Every  time 
after  that,  your  movies  take  only  8  seconds  to 
come  to  life  in  vivid  color. 

And  the  portable  player  accepts  an  optional 
Instant  Replay  Control,  so  you  can  instantly  re-em- 
phasize a  point  in  a  dramatic  sales  presentation. 

So  if  you've  been  trying  to  rationalize  buying 
Polavision,  here  are  more  good  business  reasons. 

And  these  reasons  come  from  real  people  like 
yourself,  who  have  used  Polavision  in  the  field. 

1.  Accounting.  "We  take  instant  movies  of  individ- 
uals and  procedures,  to  help  us  do  our  cost-account- 
ing jobs  better." 

2.  Airplane  Flying  Lessons.  "We  use  instant 
movies  to  show  people  about  to  take  their  first  flight 
what  they  will  jace  in  landing." 

3.  Apartment  Complex  Management.  I  use 
Polavision  to  document  construction  breakdowns." 

4.  Apparel  Manufacturing.  "We  take  instant 
movies  at  cocktail  parties  and  fashion  shows.  Then 
we  show  them  later  to  the  host." 

5.  Asphalt  Paving.  "We  use  instant  movies  during 
sales  meetings  at  the  dealer's  place  of  business,  and 
we  use  them  to  teach  dealer  salesmen  how  to  show 
our  products  to  customers." 

6.  Automobile  Manufacturing.  "We  take  mov- 
ies before  a  revision  is  made  in  manufacturing 
techniques,  and  then  after  the  revision  to  see  how 

it  is  improved." 


7.  Ballet  School.  "We  film  dances  for  our  library 
We  film  the  person  dancing,  then  instantly  replay  th) 
film  to  help  correct  mistakes." 

8.  Boat  Sales.  "To  show  how  they  look  in  the  water 
To  show  the  different  models  and  to  show  how  easy 
the  boats  are  to  operate 

9.  Bulldozer  Sales.  "We  use  Polavision  to  demon- 
strate equipment  for  a  customer  and  show  what 
accessories  he  can  get  at  a  later  date." 

10.  Bus  Sales.  "It's  easier  to  sell  a  bus  from  movies 
than  taking  a  bus  there 

11.  Catering  Service.  "]  have  a  recorded  instant 
movie  of  me  creating  a  banquet.  Then  my  employee! 
can  see  exactly  how  it  is  to  be  done." 

12.  Consumer  Electronics.  "Instant  mo\  ies  help 
us  sell  computer  systems  We  also  use  them  as  teach- 
ing aids  for  our  people." 

13.  Corn  Transport.  "We  take  instant  movies  of  load 
ing  trains,  and  show  them  to  our  employees.  We  can  | 
then  see  how  to  save  time  in  loading." 

14.  Disco  Equipment  Sales.  "We  take  instant  movi 
of  discos  to  show  the  interior,  the  action,  and  the  li^htii 

15.  Drilling  Equipment  Sales.  We  take  movies 
of  our  products  in  action,  to  show  the  use  of  the 
products  to  prospective  customers 

16.  Elementary  Schools.  "We  use  instant  movies  d 
children  playing  or  learning  for  teacher  evaluations. 
The  movies  are  also  useful  for  showing  parents  their 
children  in  classroom  situations." 

17.  Emergency  Medicine.  "We  use  instant  movies 
to  train  paramedics,  to  do  specific  procedures 

18.  Fabricating.  "We  do  hot  pipe  bending,  and  we 
have  a  patented  process  that  is  different.  If  you  have 
movies,  you  can  show  exactly  how  it  operates 

19.  Farming  &  Ranching.  "We  send  cassettes  to  dis< 
tant  buyers  to  help  in  the  marketing  of  livestock." 

20.  Food  Processing.  "We  use  instant  movies  as  a 
visual  aid  to  show  how  a  product  is  further  processed 
We  show  a  customer  how  a  process  is  accomplished 
at  our  end." 

21.  Graphic  Printing.  "While  we  arc  going  through 
a  job,  we  take  movies  of  the  projects  at  various  stages. 
When  the  customer  comes  in,  we  can  show  our  progrei 

22.  Hunting  &  Fishing  Equipment.  We  use 

instant  movies  to  show  our  products,  and  how  they 
should  be  used." 

23.  Horse  Racing.  Instant  movies  of  horses  actually 
running  help  me  to  study  and  evaluate  them." 

24.  Jewelry  Manufacturing.  "We  make  a  film  of 
how  the  wax  was  poured  into  the  mold,  to  make  sure 
it  will  be  done  right." 

25.  Landscaping.  "We  use  Polavision  for  before-and- 
after  movies  to  show  prospective  customers." 

26.  Law.  "We  use  Polavision  for  different  exhibits  being 
used  in  a  courtroom." 

27.  Law  Enforcement.  "We  film  crime  scenes  and 
keep  them  on  record  for  future  reference." 

28.  Light  Construction  Equipment.  When  we 
have  a  new  product,  we  take  instant  movies  of  it  on 
the  job,  and  show  it  to  customers." 


mate  business  reasons  for 
movies  for  yourself. 


29.  Machinery  Manufacturing.  "If  we  have  a 
specific  method  for  an  application,  we  show  a  movie 
to  our  trainees.  Also,  if  there's  a  problem  with  the 
equipment,  we  film  it,  so  we  can  protect  ourselves 
against  liability." 

30.  Mechanical  &  Electrical  Equipment.  '  We 
make  movies  of  contract  work  on  buildings  in  case 
something  goes  wrong  and  a  lawsuit  is  brought  up." 

31.  Office  Furniture  Distributor.  "We  take 
instant  movies  of  merchandise  coming  in  to  record 
the  condition  in  which  it  arrives.  If  something's  dam- 
aged, we  have  proof  when  we  make  a  claim." 

32.  Packaging  Machinery.  "We  make  instant  mov- 
ies of  prospective  buyers  with  the  machinery,  and 
give  them  the  cassettes." 

33.  Periodontist.  "The  parents  can  see  how  the  chil- 
dren are  treated  in  the  dentist  chair  without  having 
to  be  in  the  room.  We  take  instant  movies  of  the 
dentist  actually  working  on  the  child's  mouth.  Then 
moments  later,  the  parent  can  see  how  the  child 
reacts  to  the  treatment." 

34.  Plastic  Surgery.  "We  use  movies  to  show  patients 
before  and  after  surgery." 

35.  Podiatry.  "We  use  instant  movies  to  show  pre-and- 
post-surgical  gait  analysis." 

36.  Public  Relations  &  Sales.  We  use  instant 
movies  for  customer  entertainment.  We've  used  it  on 
the  golf  course.  When  we're  done  playing,  we  show 
the  customer  his  back  swing.  It's  a  lot  of  fun." 

37.  Real  Estate.  "Now  I  don't  have  to  am  a  taxi 
service  to  show  prospects  my  listings.  They  preview 
homes  in  their  price  range  with  complete  instant 
movies  of  the  inside  and  outside  of  the  house,  in 
color.  Then  I  take  the  prospects  to  the  two  or  three 
homes  they're  really  interested  in.  Polavision  paid  for 
itself  on  the  first  day." 


38.  Retailing.  "We  use  Polavision  to  show  store  man- 
agers how  to  set  up  promotions  and  displays." 

39.  Security  Systems.  "We  make  movies  of  job  site 
locations  in  relation  to  security  problems." 

40.  Steel  Service  Center.  "We  take  movies  of  our 
employees  to  show  customers,  so  they'll  know  who 
will  be  contacting  them  in  the  future.  It  puts  the 
salesman  and  the  customer  at  ease." 

41.  TV  Production.  "We  use  Polavision  for  site  selec- 
tion and  model  screening  " 

42.  V-belt  Sales.  "We  make  an  instant  movie  of  the 
application  that  the  product  is  being  used  in,  and 
then  we  take  it  to  a  customer  and  show  him  how  to 
use  the  product  properly,  and  how  it  can  help  him." 

43.  Veterinary  Medicine.  "We  use  Polavision  to 
show  the  owners  the  kind  of  care  their  pets  get 
before,  during,  and  after  surgery." 

44.  Yacht  Charter.  "When  I  go  to  the  Caribbean,  I 
take  a  film,  and  then  show  it  as  a  presentation  for 
possible  customers." 

45.  Zoologists.  "We  use  instant  movies  to  see  how 
animals  are  acclimating  to  their  new  environment." 

Polavision  is  a  perfect  business  tool.  It's  cre- 
ative, portable,  instant,  and  extremely  flexible. 

(These,  of  course,  are  the  very  same  qualities 
that  make  instant  movies  such  a  wonderful  sys- 
tem for  you  and  your  family.) 

For  more  information,  or  a  demonstration, 
call  us  COLLECT  on  our  Polavision  Hot  Line: 
617-864-1534. 

Or  mail  the  coupon  below  to  us. 

We'll  show  you  how  Polavision  can  help  pay  for 
itself  by  increasing  sales  and  profits. 
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Polaroid  Corporation 
Polavision  Business  Application  Dept. 
P.O.  Box  D 
Boston,  Mass.  02118 

Please  send  me  more  information  on 
business  uses  for  Polavision,  and  have  a  represen 
tative  make  an  appointment  to  demonstrate 
Polavision  to  me. 

Name  

Title 

Company  

Address  

City  


.State . 


Area  Code/Telephone  No. 


_Zip. 


Polavision  from  Polaroid 


©  Polaroid  Corporation-1979  "Polaroid"  and  "Polavision"?. 


His  partner,  the  MBA,  told  him 
MAI  would  increase  his  IAT. 

When  Fred  Miller's  daughter  was 
awarded  her  Master  of  Business  Admin- 
istration degree,  Fred  awarded  her  a 
partnership  in  his  business. 

One  of  her  first  priorities  was  to  in- 
vest in  MAI's  widely-acclaimed  Basic 
Four®  System  200  business  computer. 

"It's  the  computer  system,"  she  told 
Fred,  "that  automates  a  small  business 
exactly  like  a  big  business.  It  will  help  us 
grow,  and  increase  our  ♦income-after- 
taxes.  What's  more,  it's  so  simple  to 


It  takes  a  smart  company  to  make  computer  technology  simple. 


Management  Assistance  lnc/300  East  44th  Street/New  York  NY  10017 

The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation   .  Sorbus  Inc. 
Wordstream  Corporation  •  Wordstream  Products  Corporation 


use,  just  about  anyone  in  the  office  can 
work  it." 

Simplifying  computer  technology  for 
all  businesses  —  large  and  small  —  is 
what's  making  MAI  grow. 

Our  remarkable  Wordstream™  word 
processing  system  operates  with  push- 
button simplicity  to  revolutionize  the 
processing  of  business  communica- 
tions and  the  storage  and  retrieval  of 
information. 

Our  Sorbus  subsidiary,  thanks  to  in- 


novative and  simplified  techniques  for 
the  repair  and  maintenance  of  all  types 
of  data-processing  equipment,  has  be- 
come the  nation's  largest  third-party 
computer  service  network. 

If  you  would  like  to  know  more  about 
the  MAI  companies,  and  the  extent  of 
our  manufacturing,  sales  and  service 
operations  here  in  the  U.S.  and  in  over 
30  countries  overseas,  please  send  for 
our  Annual  Report  and  other  literature. 


Trends 


Give  and  take 

Policy  about  business  gifts,  it  seems,  can 
vary  not  only  from  company  to  company 
but  from  department  to  department.  A 
survey  of  1,200  purchasing  agents  found 
that  the  same  management  may  frown 
on  accepting  gifts  but  see  nothing  wrong 
with  offering  them.  Conducted  by  the 
National  Association  of  Purchasing  Man- 
agement, the  poll  found  that  75%  of  the 
buyers  queried  said  their  bosses  wanted 
them  to  maintain  higher  standards  of 
ethics  than  other  departments  about  ac- 
cepting gifts;  but  80%  said  their  own 
sales  departments  gave  largess  to  the 
buyers  they  called  on.  What  guidelines 
did  purchasing  agents  themselves  fol- 
low? Theater  or  sports  tickets  got  the 
nod  from  60%  (though  only  19%  said 
they  had  ever  actually  got  them  from 
salesmen).  Golf  outings  were  okay  with 
47%  (33%  had  accepted  such  favors).  Ta- 
iboos  included  appliances,  vacation  trips 
or  clothing;  the  majority  saw  nothing 
wrong  with  lunch,  dinner  or  a  souvenir 
pen-and-pencil  set. 

Over-the-road  rhetoric 

Truckers  are  revving  up  their  propaganda 
against  possible  deregulation  of  their  in- 
dustry. The  Carter  Administration  cites 
the  loosening  of  airline  curbs  as  an  exam- 
ple of  how  consumers  benefit  from  less 
federal  control.  Bennett  C.  Whitlock  lr., 
president  of  the  American  Trucking  As- 
sociations, charges  the  opposite  is  true, 
saying  airline  deregulation  will  create  a 
"whole  new  layer  of  bureaucracy"  to 
look  after  displaced  airline  workers.  The 
Labor  Department  is  proposing  rules,  he 
points  out,  that  would  provide  hiring 


preference  for  laid-off  employees  seeking 
jobs  with  other  airlines,  plus  monthly  aid 
payments  up  to  $1,200,  assistance  in  job 
searches  and  reimbursement  for  moving 
expenses.  "If  the  trucking  industry 
should  ever  be  deregulated  and  thousands 
of  truckers  find  themselves  without 
jobs,"  he  fumes,  "I  can't  even  guess  what 
the  final  bill  handed  to  the  American 
taxpayers  might  be."  Actually,  no  one', 
including  the  airlines,  knows  what  effect 
deregulation  will  have  on  employment. 
The  fact  behind  Whitlock's  rhetoric  is 
that  the  trucking  population  is  undoubt- 
edly far  greater  than  the  airlines'  payroll. 

Here  come  the  imports 

Climbing  gas  prices  and  the  dollar's  re- 
covery have  wiped  out  the  roadblocks 
that  loomed  for  the  imported-car  market 
a  few  months  ago,  when  the  collapsing 
dollar  was  pushing  up  foreign-auto  prices 
and  Detroit  was  cranking  up  a  billion- 
dollar  batch  of  new  compacts.  The  for- 
eign-car market  is  "back  as  strong  as  it 
ever  was,"  says  Harvey  Lamm,  president 
of  Subaru  of  America.  Datsun  has  or- 
dered an  extra  45,000  cars  from  Tokyo 
for  the  U.S.  over  the  next  six  months, 
25%  over  its  earlier  target.  Subaru  is  get- 
ting 2,000  more.  Mazda  figures  it  will  sell 
an  extra  10,000  this  year.  Volkswagen, 
half  import,  half  native  Pennsylvanian 
(770  a  day  now),  is  trying  to  figure  how  to 
build  more  next  year.  The  importers  are 
in  their  1979  model  "buildout"  now  so  it 
is  too  late  for  any  further  increases  this 
year,  but  1980  looks  better  every  day.  For 
one  thing,  President  Carter's  oil  decon- 
trol will  keep  the  focus  on  high-mileage 
cars.  (Most  of  the  imports  can  also  use 
cheaper  leaded  gasoline.)  The  stronger 


IBig  rigs  on  the  road 

Can  less  federal  regulation  mean  more  federal  bureaucrats? 
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Time  Organizer 
for  Busy  People 
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Avoid  confusion  of  scraps  of  paper .  .  .  lost 
opportunities  .  forgotten  duties  and  ap 
pointents.  Use  the  Memogenda  Constant 
survey  of  work  ahead  .  results  in  working 
without  strain.  If  making  proper  use  of  your 
time  means  success  then  Memogenda  is  a 
way  to  success,  whatever  your  goal.  140,000 
executives  have  used  it 

MEMOGENDA  is  a  96-page  book,  wire 
bound  in  aflexible  leather-like  covering.  The 
right  hand  pages  (8V2  x  11)  have  numbered 
lines,  one  for  each  item  checked  off  as 
completed  Opposite  pages  are  for  addition 
al  memos.  Includes  instructions  for  use,  an 
annual  reminder,  4-year  calendar,  and  active 
telephone  list. 

PLUS  INVESTMENT  RECORD 
Provides  record  of  purchase  and  sale  of 
securities  .  .  income  by  quarters  Simplifies 
preparation  of  tax  returns. 
Price  $45  a  dozen  F.O  B,  factory,  or  send 
$5  10  for  sample,  postpaid  Start  Memogenda 
habit  today  It  is  not  tied  to  calendar  Refund 
if  it  isn't  your  best  investment 

NORWOOD  PRODUCTS  CO 

1 066  Thompson  Lane.  Nashville.  Tenn.  3721 1 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $24.00  □  3  years 
$48.00  (the  equivalent  of  one  year 
free). 

Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $  5  a  year;  other  foreign,  add  $  1  2  a 
year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 
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We're  selling  energy 
down  the  river. 


We're  working  up  and  down  the 
river.  Our  Pott  Industries  owns 
one  of  the  nation's  largest  inland 
shipbuilding  and  repair  operations 
Building  towboats  and  barges 
to  deliver  coal  energy  and  other 
commodities  up  and  down  the 
Mississippi  and  throughout  one 
of  the  country's  largest  inland 
waterway  transportation  systems. 
That  will  include  two  major  load- 
ing and  storage  facilities  on 
the  banks  of  the  upper 
and  lower  Mis- 
sissippi River. 


HUM  • 


We've  got 
energy  to  burn. 

Zeigler  Coal  Company  has 
reserves  of  1.3  billion  recover- 
able tons  from  eight  operating 
mines  in  Illinois.  Kentucky  and 
Colorado . 


We're  going  places.  To  meet  the 
increased  level  of  worldwide  offshore 
drilling  efforts,  our  offshore  marine 
services  division  delivers  marine 
transportation  and  services  on  a 
worldwide  basis. 


We're  sending  energy  down  the  tubes.  HNG's  natural  gas  transmis- 
sion subsidiaries  operate  pipelines  to  further  ensure  energy  delivery  to 
our  customers.  Even  in  extreme  shortages  caused  by  cold  weather 
and  declining  supply,  storage  units  like  our  Bammel  Storage  Reser- 
voir ensure  that  we'll  deliver. 


We're  industrious  as  well  as  energetic.  HNG  provides  industrial 
gases  through  Liquid  Carbonic  Corporation,  manufacturing  and  dis- 
tributing a  comprehensive  line  of  specialty  gases  for  highly  technical 
applications.  This  operation  includes  five  specialty  gas  laboratories. 


For  more  information  on  all  we  "re  doing,  write  our  Chairman.  Robert  R.  Herring.  P  O.  Box  1 188.  Houston.  Texas  77001. 

We're  doing  a  lot  of  unexpected  things. 

HNG 


Technology  and  overregulation: 

Or,  why  our  standard 
of  living  might  not  get  better. 


Determining  exactly  how  much  govern 
ment  should  regulate  American  life  and 
industry  is  an  extremely  difficult  prob- 
lem. In  our  past,  government  interven- 
tion was  spawned  by  serious  and 
genuine  desires  to  protect  the  public 
good  against  threatened  erosion  of  the 
quality  of  American  life.  Regulation, 
then,  was  intended  to  improve  our  stan- 
dard of  life  by  intelligent  control. 

Today  the  pendulum  of  regulation 
has  swung  too  far.  The  results  of  over- 
regulation  have  become  as  much  a 
threat  to  the  public  good  as  the  original 
evils  they  were  intended  to  exorcise. 

Overregulation  now  punishes  the  public 
more  than  it  protects. 

Today,  87  government  agencies  have 
been  created  to  regulate  some  aspect  of 
business.  They  regulate  product  safety, 
food  and  package  labels,  and  advertis- 
ing. They  establish  hiring,  firing,  and 
working  conditions.  They  control  the 
environment,  speed  limits,  and  commu- 
nity relations. 

As  the  noose  of  overregulation  tight- 
ens, it  threatens  to  strangle  creativity 
and  invention— and,  therefore,  produc- 
tivity and  increased  employment.  To 
discourage  risk  and  investment  in  capi- 
tal expansion.  To  discourage  increasing 
investment  in  research  and  development. 
To  erode  our  standard  of  living.  And, 
ultimately,  to  stifle  progress. 

Government  overregulation  doesn't 
dampen  inflation.  It  fuels  it. 

During  this  fiscal  year,  Professor  Mur- 
ray Weidenbaum  of  Washington  Uni- 
versity estimates  that  compliance  with 
federal  regulations  will  cost  nearly  $103 
billion,  20%  of  the  entire  federal  bud- 
get. Or  about  $440  for  every  U.S.  citizen. 

Put  another  way,  current  regulations 
increase  the  price  of  a  new  house  by 
$1500  to  $2500  and  the  price  of  an 
average  new  car  by  $666. 

Professor  Weidenbaum  points  out 
that  business  must  invest  about  $10  bil- 
lion in  new  capital  spending  merely  to 
meet  government  regulations  each  year. 

It  is  expensive,  time-consuming,  and 
wasteful  to  do  business  in  America 
today. 

Overregulation  reduces  the  amount  of 
capital  and  resources  available  for  the 


development  and  extension  of  new  tech- 
nologies and  higher  productivity. 

But  there  is  a  more  subtle  effect.  Since 
regulations  tend  to  be  so  complex,  com- 
prehensive, and  contradictory,  mean- 
ingful technological  development  isn't 
likely  to  happen.  Companies  are  so  con- 
fused and  so  uncertain  whether  or  not 
a  new  process  or  technology  will  meet 
existing  or  future  regulations  that  they 
prefer  to  wait  for  an  age  of  clarity  and 
rely  on  more  primitive,  more  proven 
technologies  that  simply  maintain  the 
status  quo. 

We  must  solve  our  problems— not  reg- 
ulate them  into  more  serious  problems. 

Economic  freedom— the  free  enterprise 
system— is  still  a  far  more  effective  arbi- 
ter of  constituency  needs  than  the  tan- 
gled bureaucratic  maze  on  the  banks  of 
the  Potomac.  Our  competitive  economic 
system— if  allowed  to  work— will  work. 
But  it  must  be  given  the  opportunity. 

We  do  not  suggest  doing  away  with 
all  regulation.  Only  those  regulations 
and  agencies  that  are  conflicting,  unnec- 
essary, and  counterproductive.  And  the 
regulators  who  sanctimoniously  believe 
that  they,  and  they  alone,  are  the  last, 
best  hope  of  the  public  welfare. 

Unless  the  regulatory  house  is  thor- 
oughly cleaned,  the  public  may  become 
so  contemptuous  of  "Big  Brother"  gov- 
ernment that  the  regulatory  process  will 
cease  to  be  effective. 


Fortunately,  attitudes  are  changing. 
Both  business  and  Congress  are  begin- 
ning to  do  something  about  overregula- 
tion. But  there  is  a  good  deal  more  to 
be  done. 

1.  We  must  eliminate  conflicts  with- 
in the  regulatory  process  itself. 

2.  We  need  to  eliminate  overlapping 
regulatory  jurisdiction. 

3.  We  need  to  stop  trying  to  regulate 
everything  in  existence  and  con- 
centrate on  those  abuses  that 
threaten  the  public  good— realis- 
tically. 

4.  We  need  to  determine  the  cost- 
benefit  effectiveness  of  the  regula- 
tory process. 

5.  We  need  to  place  "checks  and  bal- 
ances" on  the  regulators  them- 
selves. 

But  before  we  do  so,  we  must  under- 
stand that  tinkering  is  not  the  answer. 
We  cannot  look  at  only  the  worst  regu- 
lations on  a  piecemeal  basis.  We  cannot 
try  to  regulate  the  regulators.  The  prob- 
lem is  the  system  and  the  process.  And 
that  is  where  we  all  should  begin. 

Business,  too,  must  play  a  constructive 
role. 

Business  must  take  the  initiative  and 
help  define  the  difference  between  regu- 
lation that  is  necessary  and  overregula- 
tion. Business  must  also  better  regulate 
itself,  removing  the  opportunities  and 
need  for  government  intervention  and 
regulation.  It  is  not  too  late  to  undo 
the  damage  that  overregulation  has 
wrought.  For  America's  businessmen 
have  the  courage,  creativity,  knowledge, 
and  ability  to  balance  the  scales. 

It  really  is  not  an  option.  Some- 
thing that  Thoreau  wrote  in  1848  now 
seems  alarmingly  prophetic:  "If  we  are 
left  solely  to  the  wordy  wit  of  legislators 
in  Congress  for  our  guidance,  uncor- 
rected by  the  reasonable  experience  and 
reasonable  complaints  of  its  people, 
America  will  not  long  retain  her  rank 
among  nations."  What  we  need  now  is 
a  unified  voice  of  resistance,  coupled 
with  a  sincere  commitment  to  techno- 
logical progress.  And  a  better  standard 
of  living  in  the  future. 

Science  and  technology  can  solve  many 
problems.  If  they  don't,  what  else  will? 


Gould  is  an  electrical  and  industrial  products  company  committed  to 
growth  through  technology.  This  message  is  a  condensation  of  a  16-page 
White  Paper,  "Technology  and  Overregulation."  For  the  complete  text, 
write  Gould  Inc.,  Dept.  F-5,  10  Gould  Center,  Rolling  Meadows,  IL  60008. 


->  GOULD 

AN  ELECTRICAL/ELECTRONICS  COMPANY 


Tough  on  Energy 


Trends 


It's  not  uncommon  for  an  American  building 
owner  to  save  several  thousand  dollars  annually 
in  fuel  savings.  Our  buildings  are  designed 
that  way. 

When  compared  to  other  kinds  of 
construction,  the  American  wall  and  roof 
system  is  up  to  five  times  more  energy  efficient. 
That  means  lower  utility  bills.  Less  wear  and 
tear  on  heating  and  cooling  equipment. 

With  our  systems  approach  to  construction, 
the  local  American  builder  can  provide 
time  and  money  savings  for  you.  And  our 
Standing  Seam  Roof  System*  is  unique  in 
both  design  and  application.  It  can  save  you 
problems  and  money  in  the  years  ahead. 

For  good-looks,  construction  economy  and 
energy-savings  contact  the  American  builder. 
He's  in  the  Yellow  Pages  under  "Buildings  - 
Metal".  Or  American  Buildings  Company, 
Box  800-A,  Eufaula,  Ala.  36027, 
(205)  687-2032. 


"Patent  Pending 
Plants  Coast  to  Coast 


AMERICAN 
BUILDINGS 


dollar  also  means  import  prices  won't  go 
up  every  few  weeks  (although  Japan  may 
hike  its  sticker  tags  within  a  monthl.  An) 
economic  slowdown  could  hurt,  but  im- 
ports often  do  well  when  Detroit  doesi 
not.  What's  more,  despite  General  Mo- 
tors' new  X-cars  [Forbes,  .Apr  2)  and) 
Ford's  Mustangs,  the  foreigners  at  pres- 
ent have  an  edge  in  variety  with  more 
new  styles  on  the  way.  (Volkswagen,  for 
one,  is  adding  a  Rabbit  pickup  and  a 
convertible.) 

Election  fever 

One  investor  group  has  a  special  and 
personal  stake  in  this  month's  general 
ekctions  in  Britain.  The  prospect  of  a 
victory  for  Margaret  Thatcher's  Conser- 
vatives over  James  Callaghan's  Labontes 
sent  the  whole  British  stock  market  into 
orbit.  Those  with  the  special  interest  are 
the  dogged  holders  of  about  $50  million 
worth  of  Rhodesian  bonds  in  the  U.K. 
Since  Rhodesia  broke  with  London, 
these  bondholders  have  been  paid  not  a 
shilling  of  interest  on  their  holdings.  A 
Conservative  victory  could  mean  a  more 
kindly  attitude  toward  Rhodesia  and  a 
loosening  of  the  embargoes  erected  be- 
tween the  two  countries.  A  year  ago  the 
12  Rhodesian  issues  listed  on  London's 
exchanges  sold  at  20%  of  face  value.  The 
polls  showing  Mrs.  Thatcher  with  a  good 
chance  of  winning  set  off  a  fever  of  trad- 
ing and  sent  the  Rhodesian  paper  to  40% 
of  face  value. 


Margaret  Thatcher 

Carom  shot  far  the  U.K.  bond  market? 


The  marriage  bond 

Florida's  politicos  have  figured  out  one 
way  to  avoid  the  wrath  of  overtaxed  vot- 
ers and  still  meet  public  demands  for 
more  social  services.  Tallahassee  has  in- 
creased the  fee  for  a  Florida  marriage 
license  from  $13  to  $18  (a  40%  jump  that 
flouts  the  White  House  price  guidelines). 
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nere  is  rrooaDiy  i  ne  most  imponani 
Life  Insurance  Breakthrough  In  50  \fears 

Adjustable  Life 

It  Does  What  No  Single  Policy  Has 
Ever  Done  Before-Or  Can  Do  Now! 

•  You  may  raise  or  lower  the  amount  of  your  coverage. 

•  You  can  raise  or  lower  your  premium  payments  at  any  time. 

•  You  eliminate  the  need  to  choose  between  whole  life  or  term  protection. 

•  Almost  "Inflation  Proof"  because  the  value  of  your  policy  may  be  raised 
to  cover  cost-of-living  increases. 


Few  people  can  accurately  forecast  or  anticipate 
their  future  life  insurance  needs.  Because  as 
their  personal,  family,  and  business  conditions 
change,  so  should  their  insurance  requirements. 
That's  why  the  built-in  benefits  of  Adjustable  Life 
make  it  the  ideal  long-range  policy  for  millions. 

When  you  set  up  an  insurance  program  with 
an  Adjustable  Life  policy  t  you  design  it  to  meet 
your  immediate  needs  exactly.  Then,  at  a  later 
date  when  circumstances  change  — and  they  will 
—you  may,  within  limits,  make  revisions  in 
coverage  or  premium  payments  as  your  situation 
demands.  Not  once,  but  as  many  times  as 
needed.  All  within  your  original,  single 
Adjustable  Life  policy! 

And  equally  important,  because  of  the  unique 
flexibility  of  Adjustable  Life  you  are  not  tied  to 
the  restrictions  of  a  whole  life  or  term  type  of 
coverage.  You  simply  change  your  policy  to 
fit  your  most  important  immediate  need. . . 
the  maximum  amount  of  coverage  or  the 
accumulation  of  cash  and  loan  values. 

Small  wonder  that  Adjustable  Life  has  been 
hailed  as  the  most  remarkable  insurance 
development  in  half  a  century.  It  is  not  only  new, 
it  is  unique  in  the  financial  comfort  and  adapt- 
ability that  it  affords.  Take  a  moment  to  check 
the  chart  and  you'll  see  why.     tAvaiiabie  m  47  states 

THE  BANKERS  LIFE  O 

BANKERS  LIFE  COMPANY   DES  MOINES,  IOWA  50307 


Five  Year 
Renewable 
Convertible 
Term 

Standard 
Whole  Life 
Policy 

Adjustable 
Life 

1 .  Does  the  policy  allow  you  to  change 
the  amount  of  coverage  provided? 
Upward9 
Downward? 

No 
No" 

No 
No** 

Yes* 
Yes 

2.  Does  the  policy  allow  you  to  change 
the  amount  of  premium  payments7 
Upward7 
Downward? 

No 
No** 

No 
No** 

Yes 
Yes 

3.  Can  one  single  policy  provide  for  a 
growing  life  insurance  program'' 

No 

No 

Yes 

4.  Is  there  a  cost-of-living  feature  tor  most 
individuals  which  allows,  within  limits, 
increases  in  coverage  without  proving 
insurability? 

No 

No 

Yes 

5.  Does  the  policy  have  cash  and  loan  values? 

No 

Yes 

Yes 

'Subject  to  evidence  of  insurability 

**ln  some  special  instances  it  is  possible  to  reduce  premiums  and  amount  of  coverage. 

Whether  or  not  you  intend  to  buy  insurance  at 
this  time,  you  should  know  about  Adjustable  Life 
and  the  special  protection  features  it  provides. 
You  can  contact  The  Bankers  Life  of  Des  Moines 
office  listed  in  the  Yellow  Pages.  Or  the  coupon 
below  will  bring  the  information  promptly. 


The  Bankers  Life 

Des  Moines,  Iowa  50307 

Please  send  information  about  Adjustable  Life. 

Name  


Address  - 


City- 


State- 


-Zip- 


A  CENTURY  OF  GROWTH  THROUGH  SERVICE  1879-1979 


MAPCO  IS 
OIL,  BUT... 


Oil  is  only  a  part  of  the 
MAPCO  picture.  This  inte- 
grated energy  company  also 
produces  and  markets  coal, 
gas  and  gas  liquids,  operates 
LPG  and  anhydrous  am- 
monia pipelines,  retails  LPG 
and  liquid  fertilizer,  produces 
sonic  instrumentation  de- 
vices, filtration  equipment 
and  other  water  pollution 
control  products.  For  a  closer 
look  at  MAPCO  s  diversifica- 
tion and  profitable  growth, 
write  for  our  current  report. 


tyma/jco 

Dept  P.  1800  S  Baltimore  Ave 
Tulsa.  Oklahoma  74119 
SYMBOL  MDA  •  NYSE 
MWSE  •  PSE 


Randustrial 


Condominium 


A  satisfied  Randustrial©  Customer,  in 
an  unsolicited  testimonial  writes,  "By 
use  of  your  loaner  Spray  Kit,  plus  pur- 
chasing the  material  from  you,  utilizing 
our  maintenance  personnel  we  saved 
the  Association  S96.000." 

We  will  loan  you  Roof  Spray  Equip- 
ment Free  and  provide  jobsite  instruc- 
tion on  how  to  do  the  work  and  use  the 
equipment.  Inquire  for  a  Free  copy  of 
our  64  page  Roofing  and  Maintenance 
Catalog  which  gives  full  details  or  call 
us  collect  at  (216)  283-0300.  *Details 
upon  request. 


Randustrial'  Co 

Sa/ej  Office*  infr  -c,pal  C:-!:t 


rp  oration 


SB* 

fe\eo\  your '  ■  ■ 

•  Attorney 

•  Accounting  Firm 

•  Investment  Counselor 

•  Pilots 

...  or  any  other  professional. 
Proven  integrity  and  a  selection 
from  the.entire  world-wide 
market  is  assured  you  through . . 

 —  ^COMPANY 

1401  Brickell  Ave.  Miami.  FL  33131 
PH  (305)  374-1 51 5  Telex  51  -2503 
International  Telex  RCA  264270 


13306  Union  Avenue,  Cleveland,  Ohio  44120 
Phone  (2161  283  0300 


Trends 


The  extra  money,  calculated  to  run  about 
$500,000  a  year,  is  going  into  a  trust  fund 
to  build  and  maintain  "spouse  abuse" 
centers,  thus  letting  wedding  bells  helfl 
to  assuage  postwedding  belts. 


The  nuclear  future 

A  de  facto  moratorium  on  construction 
of  nuclear  power  plants  as  the  result  ot 
the  Harnsburg  disaster?  That  will  be  the 
case  until  the  probes  of  Three  Mile  Island 
are  completed,  predicts  Marcus  Rowden 
former  chairman  of  the  Nuclear  Regula- 
tory Commission  and  now  a  Washington 
lawyer.  The  inquiry,  in  his  view,  will] 
produce  tighter  inspection,  oversight  and 
design  rules — and  the  public  will  pay  for 
it  all.  The  "real  issue,"  he  says,  is  how 
much  reliance  the  U.S.  will  place  on  nu- 
clear power  (which  Rowden  favors),  be- 
cause there  will  never  be  a  "zero-risk" 
nuclear  technology — any  more  than 
there  is  a  zero-risk  anything. 


Woe  for  wildcatters 

Washington's  idea  of  hazardous-waste 
rules  for  the  oil  industry  has  already 
raised  the  hackles  of  drillers.  The  Ameri- 
can Petroleum  Institute  figures  that  the 
Environmental  Protection  Agency's  pro- 
posals could  cost  the  industry  $14  billion 
the  first  year  and  $30  billion  more  over 
the  next  two  decades.  Oilmen  charge 
that  rules  barring  wells  in  active  earth- 
quake fault  zones,  500-year  floodways  or 
wetlands  could  discourage  drilling  in  oil- 
rich  southern  California  and  much  of  the 
Gulf  Coast.  Less  sweeping  but  as  costly 
are  proposed  rules  that  could  require  ev- 
ery drilling  site,  including  dry  holes,  to  be 
guarded  for  years.  To  keep  straying  cattle 
or  humans  from  falling  into  "reserve 
pits"  (where  the  mud  used  in  drilling  is 
dumped1,  the  EPA  wants  six-foot  fences, 
bilingual  warnings  and  24-hour  gate  at- 
tendants. (The  mud  is  not  on  the  official 
hazardous-waste  list,  but  the  EPA  would 
have  drillers  test  the  mud  on  every  site 
and  erect  the  safeguards  if  it  was  found 
toxic.)  One  wildcatter,  Wyatt  Craft  of 
Mississippi,  explodes  at  the  thought. 
"What  penalty  do  I  suffer,"  he  says,  "if 
Ferdinand  the  Bull  breaches  the  fence 
and  drowns  in  the  mud  pit-  And  where 
can  I  find  a  human  being  stupid  enough 
to  want  the  iob  of  gate  attendant?" 

Lotsa  luck,  Mr.  Burns 

Arthur  E  Bums,  the  former  Fed  chairman, 
thinks  Ummy  Carter  must  do  something 
dramatic  to  check  inflation  fever — some- 
thing like  cutting  his  own  S250,0OO  salary 
and  asking  presidential  appointees  and 
congressmen  to  do  the  same.  ■ 

FORBES,  MAY  14,  1979 


How  Saxon 
outruns  Xerox. 


(The  Saxon  302  vs.  the  Xerox 2600) 


Saxon  starts  faster. 

Our  Saxon  302  compact  plain  paper  copier  starts 
faster  and  turns  out  copies  quicker  than  the  new 
Xerox  2600.  That's  just  for  starters. 


Saxon  runs  you 
less  money. 

With  all  this,  the  Saxon  costs 
less  to  buy,  rent  or  maintain 
than  the  Xerox.  We're  compact 
copierspecialists.  And  we  simply 
have  too  much  invested  in  our 
copiers  and  the  nationwide 
service  system  that  back  them 
up  to  let  anybody  outrun  us. 

Especially  on  our  own  track. 


Saxon  runs 
easier. 

Our  Saxon 
has  superior 
features.  Two  paper 
cassettes  holding 
more  than  double 
the  paper  supply  of  the 
Xerox  2600.  So  you  spend  less 
time  adding  paper  or  changing  paper 
Press-tone  controls.  A  microprocessor 
brain.  A  self-diagnostic  system  to  simplify  operation. 
And  a  few  other  advances  Xerox  hasn't  caught  up  with. 


r  For  information  mail  coupon  or  call  toll-free 
(800)  824-7888.  Ask  for  operator  4C. 

In  Cal  (800)  852-7777, 
In  Hawaii  or  Alaska  (800)  824-7919. 


Saxon  Business  Products,  Inc. 
13900  N.W  57th  Court 
Miami  Lakes,  Florida-33014 

□  Let's  arrange  a  Saxon  302  demonstration 

□  Just  send  me  more  information. 


F-5 


Name 


Title 


Company 


Address 


State 


Zip 


The  Great 


®  "and  Saxon  are  registered  trademarks  of  Saxon  Industries,  Inc. 
'Xerox  is  a  registered  trademark  of  Xerox  Corporation.         ©  1979. 


American  > 
Runners 


our  accountants 

should  help  you  see 
where  you 're  going. 


72  Deloitte  Haskins  &  Sells,  1114  Avenue  of  the  Americas,  New  York,  N.Y.  10036. 


Even  the  best  financial  statement  in  the  world  is  hindsight. 

Where  an  accounting  firm  can  really  help  you  is  in 
developing  a  little  better  foresight. 

All  the  while  they're  doing  your  audit,  your 
accountants  should  be  thinking  of  ways  to  turn  out 
other  information  for  you. 

The  kind  of  useful  information  managers 
want  more  and  more  of  these  days. 

That's  why  we  at  Deloitte  Haskins  & 
Sells  have  developed  some  account- 
ing and  auditing  tools  that  not  only  meet 
our  technical  needs,  but  something  more  basic. 
Your  business  needs. 
To  take  one  example,  there's  our  unique  financial 
modeling  program,  which  we  call  FORECAST. 
Now  admittedly,  you  can  pick  and  choose  from  a  num- 
ber of  financial  modeling  programs  these  days. 

Where  ours  is  different  is  that  you  don't  have  to  be  a 
computer  expert  to  grasp  it.  It's  designed  to  be  used  by 
managers  like  yourself. 

From  a  single  model,  you  can  project  basic  financial 
statements,  cash  flow,  and  a  whole  lot  more.  Quickly.  And 
in  any  format  you're  already  used  to. 

As  you  can  see,  we  think  an  accountant  has  to  be  a 
businessman,  too. 

The  way  we  look  at  it,  the  bottom  line  isn't  where  an 
accountant's  usefulness  to  a  client  ends. 
In  some  ways,  it's  only  the  beginning. 

Deloitte 
Haskins  Sells 

Beyond  the  bottom  line" 


Follow^rough 


The 
best  place 
for  your 
business. 
And  your 
family. 
Boca  Raton. 


Boca  Raton.  Florida  has  long  been  noted 
as  one  of  the  finest  places  to  live  in  all  of 
America,  with  an  exceptional  quality  of 
life,  beautiful  residences  and  extraordi- 
nary, community'  and  cultural  facilities. 

Now  it  is  fast  emerging  as  the  new 
home  for  business  in  South  Florida. 
With  quality  companies  moving  to  this 
Palm  Beach  County  community  from 
all  over  the  country. 

The  reasons. 

An  excellent  labor  force,  good  trans- 
portation, abundant  energy  and  a  good 
educational  system.  Plus  an  enlightened 
and  aggressive  financial  community. 
But,  most  of  all.  the  new  850-acre  Arvida 
Park  of  Commerce,  directly  adjacent  to 
1-95,  and  zoned  for  research,  develop- 
ment, light  industry  and  offices.  A  totally 
planned  business  center  in  a  park-like 
setting,  surrounding  the  limited- 
membership,  private  Broken  Sound 
Golf  Club. 

For  information,  call  Scott  Martens 
at  (305)  395-2000.  Or  send  us  the  coupon. 


The  Arvida  Park  of  Commerce 

ARVIDA  REALTY  SALES  INC  REALTOR 
PO  BOX  100  BOCA  RATON.  FLORIDA  33432 


Name 
Title 

Company 
City  State  Zip 
Telephone 


to*. 


■>s  does  not  constituK  an  oi'er  (or  disposition 

'  'Ml  property  V*6  sMil  DC  «0<d  mtit't  D'OniDitKJ  Dy 


A  porn  king's  problems 

The  pornography  business  was  measured 
in  billions  and  Michael  Thevis,  with  a 
$100  million  piece  of  it,  was  its  biggest 
entrepreneur,  Forbes  noted  in  a  survey  of 
the  sleazy  field  last  year  (Sept  18,  1978) 
True,  Thevis  was  a  fugitive  after  walking 
out  of  an  Indiana  jail  and  he  faced  charges 
of  arson  and  murder,  but  a  former  girl- 
friend and  secretary  was  alive  and  well 
and  running  his  more  legitimate  activi- 
ties in  Atlanta.  Thevis'  luck  was  holding 
in  other  ways.  A  onetime  partner,  whose 
testimony  was  the  backbone  of  a  federal 
indictment  for  racketeering,  murder,  ar- 
son and  extortion,  had  been  shot  to  death 
in  October  and  the  prosecutors  were  back 
where  they  had  started. 

Time  was  running  out  for  Thevis, 
however.  Last  fall,  he  was  spotted  and 
arrested  in  Connecticut.  And  a  federal 
grand  iury  in  Atlanta  has  iust  handed  up  a 
new  ten-count  indictment  accusing  him, 
among  other  things,  of  conspiring  and 
carrying  out  a  plan  to  kill  his  ex-partner 
to  keep  him  from  testifying  against  the 
porn  king.  The  kingdom  is  in  equal  jeop- 
ardy. The  girlfriend-secretary  who  was 
handling  it  last  year  is  gone  (she  was 
acquitted  of  charges  of  aiding  his  prison 
breakl  but  another  ex-secretary  has  it  in 
hand.  These  corporations,  however,  are 
also  named  in  the  new  indictment  and 
should  Thevis  be  convicted  (the  trial  will 
probably  be  this  summer),  they  will  be 
subject  to  forfeiture. 


New  horizons 

Developer-builder  Gerald  D.  Hines  al- 
ready owned  the  Houston  skyline  and 
was  moving  on  to  the  national  scene 
when  Forbes  predicted  (June  12.  1978) 
that  "there  soon  won't  be  a  skyline  in 
America  that  doesn't  have  at  least  one 
monument  to  Jerry  Hines  in  it." 

Forbes  was  too  modest.  The  scope  of 
Gerald  D.  Hines  Interests  (his  Texas 
company's  formal  title)  has  become  not 
just  national  but  global.  With  209  proi- 
ects  completed  (worth  more  than  SI  bil- 
lion) and  34  more  in  progress  (worth  an- 
other $500  million),  the  53-year-old  Indi- 
ana-born, Purdue-trained  builder  has 
probably  put  up  more  skyscraper  space 
fhan  anyone  in  the  industry.  He  is  also 
involved  in  a  major  project  in  the  Middle 
East  (the  Arab  Bank  Center  in  Cairo), 
smaller  ones  in  Mexico,  an  office  tower 
in  Canada  and,  newest  of  all,  a  3.5  mil- 
hon-square-foot  complex  in  China. 

As  is  his  custom,  Hines'  Peking  part- 
ners are  top  drawer.  David  Rockefeller 
broke  the  ice  in  China  and  Chase  Man- 
hattan will  ante  up  $30  million  for  design 
and  engineering  work  to  be  done  this 


year.  Kaiser  Engineers  and  Turner  Inter 
national,  two  major  construction  names 
are  other  members  of  the  consortium 
The  project  is  worth  an  all-star  cast 
Planned  for  a  40-acre  site  in  downtown 
Peking,  the  China  Foreign  Trade  Cente 
will  include  office,  residential,  hotel  and 
convention  space  for  companies  doinj; 
business  with  the  People's  Republic.  Noi 
surprisingly,  Hines  had  a  Texas  connec 
tion.  He  was  brought  into  the  project,  he 
says,  by  Henry  F.  LeMieux,  chairman  ol 
Houston's  Raymond  International,  par 
ent  of  Kaiser  Engineers.  Chase  had  al 
ready  lined  up  with  Kaiser  for  China. 

Briskness  is  Hines'  hallmark  and  the 
Peking  deal  must  have  been  to  his  taste 
He  made  one  trip  to  China  with  thi 
other  principals.  A  month  later  an  asso 
ciate  was  dispatched  from  Houston  and 
the  deal  was  consummated,  probably  a 
course  record  for  dealings  with  China. 


Gerald  D.  Hines 

Houston  today.  Peking  tomorrow. 


The  billion-dollar  baby 

Despite  a  worldwide  net  of  5,600  stores 
and  $7  billion  sales,  F.W.  Woolworth 
looked  like  a  "sitting  duck  for  an  asset 
stripping  acquisitor,"  Forbes  comment 
ed  a  year  ago  (May  1.  1978).  The  stock  sold 
at  half  book  value  and  the  whole  works 
could  be  bought  for  about  $500  million.  K 
mart,  with  43%  more  sales,  had  a  market 
value  five  times  Woolworth 's.  "I  just  wish 
the  analysts  who  follow  ITT  would  cover 
us,  too,"  mourned  one  Woolworth  offi- 
cial. "A  conglomerate  analyst  would  un- 
derstand our  company." 

Three  months  ago  Forbes  (Feb  19)  fo- 
cused on  another  "beautiful"  takeover 
target,  Brascan  Ltd.  of  Canada.  This  To 
ronto  conglomerate  had  just  sold  off  its 
80-year-old  utility  operation  in  Brazil 
and  was  sitting  on  $380  million  in  new 
cash.  For  about  $650  million,  Forbes 
noted,  a  buyer  could  get  all  that  lovely 
money,  plus  about  $800  million  in  assets. 
"There  is  no  question,"  said  Brascan's 
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The  Olivetti  Tes  4oi 
Worn  ProcessingTypewriter 
Was  DesignedTo 
Better^ur  Business. 

Which  Is  Why 
It  s  Bettering  Ours. 


The  Olivetti  TES  401  is  one  of 
the  most  successful  products  we've 
introduced  in  years. 

What's  made  our  new  word 
processing  typewriter  such  r 
a  success  in  the  world  of 
business  will  help 
make  it  a  success  for 


you,  too. 

Take 
the  401's  mem- 
ory function.  It 
can  take  over  all  your  repeti- 
tive typing.  The  401's  memory  is  so 
sophisticated  it  can  also  automatically 
merge  variable  information  like 
names  and  addresses  with  a  constant 
form  letter. 

The  401  comes  equipped  with  an 
easy  to  use  window- into-memory  for 
error-free  electronic  text  editing,  and 
minidiskettes  that  can  store  up  to  7,500 
characters  each.  Any  letter  that  is  stored 
on  a  minidiskette  can  be  corrected 
right  in  the  machine.  This  eliminates 
unnecessary  retyping. 

The  Olivetti  TES  401  also  has  a 
daisy  printer  that  can  print  out  an  aver- 
age business  letter  in  less  than  30  seconds. 


If  you're  impressed  with  the  401 
as  a  word  processor  you'll  be  equally  im- 
pressed with  it  as  a 
typewriter.  Ribbons  and 
type  styles  can  be  changed 
instantly.  Dual  pitch  (pica 
and  elite)  and  propor- 
tional spacing  are 
available  at  the  flick 
of  a  switch.Titles  can 
|       be  automatically  cen- 

tered  on  a  page. 
Right  hand  margins  can  be 
justified.  And  decimals  can  be 
automatically  aligned. 

But  in  spite  of  all  its  advance- 
ments, the  price  of  the  401  is  literally 
years  behind  the  times. 

To  arrange  for  a  free  demon- 
stration or  for  more  information,  write 
the  Olivetti  Corporation  of  America, 
Word  Processing  Division,  500  Park 
Avenue,  New  York,  NY.  10022. 

And  find  out  how  the  word 
processor  that  bettered  our  business  can 
better  your  business. 


olivelli 


The  worlds  best  designed  products,  inside  and  out. 


"I  trust  what  they  say." 

We  went  to  Kansas  City  to  meet  some 
of  the  TV  Guide  readers  there.  They  talked  about 
how  a  magazine  touches  their  lives.  And  why. 

To  Russ  and  Anna  Brown,  family  life 
centers  around  their  children.  They  under- 
stand the  influence  television  can  have. 
And  they  set  high  standards  for  viewing. 
Standards  they  base  on  solid  informa- 
tion. "I  trust  TV  Guide  and  what  they 
say,"  Anna  told  us.  XXI  read  an  article 
last  night  and  I  almost  stood  up 
and  cheered.  They  just 
present  the  facts  and 
you  make  up  your  own 
mind'.' 


All  across  America  people  read  TV  Guide. 

It's  part  of  their  lives.  A  magazine  they  can  turn  to  for 
insight,  information  and  a  point  of  view  about  television's  effect 
on  their  family,  their  lifestyle,  their  world. 

It's  an  environment  advertisers  can  use,  a  magazine  where 

America  reads 


TV  Guide*  and  the  TV  Guide  logo  are  registered  trademarks  of  Triangle  Publications.  Inc. 


"I  don't  think  there  is  enough 
knowledgeable  criticism  of  tele- 
vision'/ comments  Frank  Brennan, 
insurance  man,  civic  leader  and 
early  morning  jogger.  "TV  Guide 
should  keep  at  it.  This  is  a  respon- 
sible periodical  that  people 
read  and  look  to.  It  has  a  lot  of 
influence'.' 

"I  find  the  writing  in  TV  Guide 
very  satisfying,  very  concise 
and  very  sharp/  Jim  Assad,  direc- 
tor at  the  Missouri  Repertory 
Theatre,  told  us  during  a  break  in 
rehearsal  of  Pinter's  "Old  Times!' 
"In  directing  a  play,  I  don't  dare  to 
condescend  to  an  audience.  And  I 
don't  find  TV  Guide  condescending 
in  any  way" 

Whitey  Herzog,  manager  of 
Kansas  City's  Royals,  doesn't  have 
much  time  for  outside  activities 
during  the  sizzling  baseball  season. 
"But  come  October,  you  can  bet 
IH  be  reading  TV  Guide,"  he  told 
us.  "I  read  almost  all  the  articles— 
and  I  think  they  do  a  good  job." 

"TV  Guide  has  the  image  to  a 
lot  of  people  as  being  literally  a 
guide'/  says  Jackson  County  legislator 
Kay  Waldo  (known  to  local  CB-ers  by 
her  handle  Katy  Arapajo).  "I  know 
it's  much  more  than  that  in  having 
articles,  critiques,  reviews  in  addi- 
tion to  the  listings.  If  it  were  $2.00, 
I  would  buy  it!' 


advertising  gains  attention,  makes  an  impression,  and  generally 
gets  the  best  reading  for  your  ad  dollar. 

Isn't  that  what  you  want  your  advertising  to  do? 
Sell  over  43  million  adult  Americans  in  America's  best  selling 
magazine. 
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TRIANGLE  PUBLICATIONS  INC. 


On  January  171980 
the  world's  greatest  ship 
embarks  on 
the  world's  greatest  cruise. 
The  Queen  Around  theWorld. 

In  celebration  of  her  10th 
anniversary,  Queen  Elizabeth  2 
sails  from  New  York  westward 
around  the  world.  In  80  days,  she 
will  travel  almost  30,000  miles, 
through  seven  seas,  touching 
four  continents,  visiting  26  ports. 

What  a  world  you'll  see! The 

Caribbean,  the  Panama  Canal  and 
Mexico. The  Orient,  including  Japan 
and  China. The  magic  of  the  Taj 
Mahal.The  Black  Sea.  Russia  and 
Romania.  A  northward  passage 
of  the  Suez  Canal  into  the 
Mediterranean  and  the  gateways  to 
the  ancient  world— Egypt.  Israel. 
Turkey.  Greece  and  Italy. Then  along 
the  French  Riviera,  through  the 
Straits  of  Gibraltar  to  Spain,  France 
and  Great  Britain. 

What  a  world  to  see  it  fromlThe 

Queen. The  only  ship  in  the  world 
especially  designed  for  world 
caiising  with  the  largest,  most 
sumptuous  staterooms  afloat.The 
Queen  is  nine  hundred  feet  of  sheer 
majesty. Thirteen  decks  of  fun  and 
excitement  surrounded  by  the 
romance  of  the  open  sea.  Dining, 
dancing,  swimming,  and  relaxing. 
World-famous  authors,  lecturers  and 
over  500  entertainers.  And  the 
impeccable  service  of  her  British  crev 

Where  would  you  prefer  to 
board? You  can  join  the  Queens 
World  Cruise  at  any  one  of  three 
embarkation  points:  New  York,  Ft. 
Lauderdale  or  Los  Angeles.  From  Ft. 

Lauderdale,  departing  on  January  19,  British  Registry 


you  'll  spend  78  days  cruising  and 
visit  26  ports.  From  Los  Angeles, 
departing  on  January  31,  the  cruise  is 
60  days,  calling  at  21  ports. 

Free  air  fare  to  and  from  your 
hometown.  As  a  special  bonus,  our 
world  cruise  passengers  will  receive 
complimentary  air  tickets  to  or  from 
their  hometown  when  they  book  the 
full  cruise.  (60-day  minimum).  Rates 
for  the  entire  80-day  cruise  from 
New  York  are  $9.950-$54.000  per 
person,  double  occupancy.  Rates 
for  the  60-day  cruise  from  L.A.  are 
$8,650-$46.500  per  person,  double 
occupancy.  And  if  you  don't  have 
time  for  the  whole  cruise,  we  offer  an 
attractive  and  exciting  variety  of 
shorter  segments,  with  air/sea 
packages  available. 

The  world  and  the  Queen  are 
waiting  for  you.  Reserve  now.  See 
your  travel  agent  or  write  Vaughn 
Rickard,  Cunard,  Dept.  F0514, 
555  Fifth  Avenue,  New  York.  N.Y.  10017. 


CUNARD 

Queen  Elizabeth  2 
For  once  in  your  life,  live. 


Follow'Through 


financial  vice  president,  William  R.  Mil- 
ler, "that  we  are  vulnerable." 

Brascan's  president,  John  H.  (fake) 
Moore,  looked  the  other  way  and  saw  his 
hoard  of  Brazilian  cash  as  a  "fantastic 
opportunity"  for  takeovers  of  his  own. 
He  found  his  billion-dollar  baby  in  the 
five-and-ten-cent  store.  Last  month 
Brascan  offered  $1.1  billion  for  Wool- 
worth,  touching  off  a  storm  of  charge  and 
countercharge — and  immediately  be- 
coming a  target  itself. 

Edward  F.  Gibbons,  the  Woolworth 
president,  rejected  the  bid  out  of  hand 
and  manned  the  ramparts.  His  opening 
salvo  was  a  double-barreled  lawsuit  in 
New  York  federal  court  accusing  Brascan 
and  its  lead  bank,  the  Canadian  Imperial 
Bank  of  Commerce,  of  attempting  "a 
massive  fraud."  Suddenly  brimming 
with  love  for  its  shareholders,  the  Wool- 
worth  board  raised  the  quarterly  divi- 
dend a  nickel,  to  40  cents — the  first  in- 
crease in  two  years.  Opening  a  second 
front,  Gibbons  renewed  merger  talks 
with  Revco  D.S.,  a  U.S.  drugstore  chain 
with  more  than  1,000  stores  and  $271 
million  in  assets.  This  could  be  interpret- 
ed as  fulfillment  of  Gibbons'  frankly  stat- 
ed lust  for  new  retail  operations.  ("I  sali- 
vate," he  said  a  year  ago.)  Or  it  could  be  a 
move  to  dilute  Woolworth's  value  and 
make  it  less  attractive. to  Brascan. 

Meanwhile,  Brascan  found  itself  bat- 
tling an  attack  from  Edper  Equities,  a 
Canadian  investment  company  owned  by 
Peter  and  Edward  Bronfman  (cousins  of 
the  Seagram  Bronfmans),  who  already 
own  about  1 .3  million  Brascan  shares  and 
want  almost  12  million  more — on  condi- 
tion that  fake  Moore  forget  Woolworth. 

And  a  year  ago  Woolworth  thought  it 
wasn't  getting  enough  attention. 


Cocksure?  or  confident? 

"Oh,  hell  no!"  was  Bruce  Garrison's  re- 
ply two  years  ago  (June  L  1977)  when 
Forbes  asked  whether  some  unforeseen 
disaster  might  not  negate  his  cocksure 
"Buy  'em!"  for  five  publicly  owned  real 
estate  development  companies.  The 
companies — Continental  Illinois  Proper- 
ties, General  Growth  Properties,  Califor- 
nia's Ernest  W.  Hahn,  Koger  Properties 
and  Rouse  Co. — looked  like  dogs  and 
sold  at  dog-pound  prices.  But  Garrison, 
an  analyst  at  Houston's  Underwood, 
Neuhaus  &  Co.,  smelled  value.  One  share 
of  each  company,  he  figured,  added  up  to 
a  package  of  assets  worth  $105  at  a  mar- 
ket price  of  $64.  On  top  of  that  40% 
discount,  the  package  yielded  5%,  half  of 
it  a  tax-free  return  of  capital,  and  Garri- 
son believed  the  yield  would  rise  to  7.7% 
by  this  year.  "I  see  no  reason  for  reserva- 
tions on  the  group,"  he  said,  "especially 


32 


FORBES,  MAY  14,  1979 


Of  course  you  can  live  without  Chivas  Regal. 
The  question  is,  how  well? 


CHIVAS  REGAL  .  12  YEARS  OLD  WORLDWIDE  •  BLENDED  SCOTCH  WHISKY  •  86  PROOF*  GENERALWINE  &  SPIRITS  CO.,  NEWYORK,  N.Y. 


We  had  to  know  all  the 
costs  for  a  ship's  crew  before 
we  financed  a$100  million  loan 

for  an  international  shipping 
group.  And  we  did  it  by 
arranging  syndication  in  London, 

New\fc>rk  and  Tokyo  while 
providing  multi- currency 
management  advice. 


For  Marine  Midland  Bank,  this  kind  of  transaction  is  all  in  a  day's  work. 
We're  an  international  network  of  bankers  doing  business  in  the  largest  money  centers 
in  the  world,  for  the  largest  corporations  in  the  world,  all  over  the  world. 

So  wherever  you  need  us,  count  on  us.  You'll  get  the  response  that's  right  for  you. 

TELL  IT  TOTHE  MARINE 

Member  FDIC 

MARINE  MIDLAND  BANK® 


New  York  City,  Buffalo,  Miami,  Beirut,  Bogota,  Buenos  Aires,  Giracas,  Frankfurt,  Hong  Kong,  Jakarta,  London,  Madrid,  Manila, 
Mexico  City,  Nassau,  Panama,  Paris,  Riode  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tehran,  Tokyo,  Toronto. 


For 1979  Ford  creates 
an  all-new  LTD. 


A  New  American  Road  Car  engineered  for  today's  driving. 

Ford  technology  and  engineering  combine  to  create      LTD  has  more  passenger  room  than  any  LTD  ever, 
the  1979  Ford  LTD.  New  trom  the  ground  up,  with  a        Experience  the  feel  and  luxury  of  the  1979  LTD. . .  now. 
size  and  shape  for  today.  Yet  this  re-engineered  Experience  a  New  American  Road  Car 


V-8  standard,  yet  higher 
mileage  than  last  year.  Even 
with  V-8  power  standard,  the 
re-engineered  LTD's  EPA  est. 
mpg  is  higher  for  1979.  EPA 
est.  mpg  is  \\§\.  And  this  year's 
highway  est.  is  still  22* 


More  passenger  room  than 
any  LTD  ever?  While  the 
1979  LTD  is  sized  for  today, 
remarkably  you'll  find  more 
room  than  ever  on  the  inside 
Six  passenger  seating  in  an 
all-new  LTD. 


I  SHORTER  TURNING  CIRCLE  '-■  i 
I »  THAN  LAST  YEAR.         \  1 


Easier  handling  and  parking 
than  last  year.  The  new  con- 
temporary size  LTD  provides 
better  handling  and  road 
stability  than  last  year  With 
almost  a  4  ft.  shorter  turning 
circle,  it's  also  easier  to  park 


New  Master  Control  Position 
provides:  improved  driving 
position,  more  total  window 
area,  convenient  steering  col- 
umn mounted  controls  and  re- 
designed instrument  cluster. 


'Compare  this  estimate  to  the  estimated  mpg  of  other  cars  Your  mileage  may  differ  depending  on  speed  weather,  and  distance 
The  actual  highway  mileage  will  probably  be  less  than  the  estimated  highway  fuel  economy     +Based  on  EPA  Volume  Index 


Follow-Through 


t  such  ridiculously  low  prices." 
Garrison's  five  picks  are  cheap  no 
nore.  The  package  sold  recently  for 
5117,  up  83% .  The  yield  was  7.2%  on  the 
riginal  $64  purchase  price  and  Garrison 
predicts  it  will  hit  8.7%  by  year^end.  The 
tocks  were  cheap  in  the  first  place,  he 
lad  argued  in  1977,  because  most  inves- 
ors  and  analysts  didn't  understand  real 
:state  company  accounting.  The  profes- 
ionals  obviously  did,  however.  During 
he  last  six  months,  cash  tender  offers 
lave  been  made  for  General  Growth  (at 
130  a  share)  and  Continental  Illinois  (at 
125).  Two  years  ago,  those  shares  sold  for 
'154  and  16'A,  respectively.  A  third 
nember  of  the  group,  Ernest  W.  Hahn, 
ecently  hired  investment  bankers  Mor- 
an  Stanley  &  Co.  to  advise  it  on  possible 
quidation  or  going  private,  probably  at 
nore  than  $40  per  share,  compared  with 
10.25  when  Garrison  cried  "Buy  'em!"  ' 
The  tender  offers,  however,  prompted 
iarrison  to  rearrange  the  eggs  in  his 
asket  and  produce  a  three-company 
ackage — Rouse  Co.,  Koger  and  Con- 
ecticut  General  Mortgage  &  Realty  In- 
estments.  The  last  is  a  real  estate  in- 
estment  trust  that  the  33-year-old  Tex- 
s  analyst  bravely  recommended  when 
TIT  was  a  dirty  word  (Forbes,  Nov.  15, 
975).  A  one-share  package  of  the  three 
an  be  had  for  a  total  of  $50,  30%  less 
an  Garrison's  estimate  of  their  assets, 
nd  the  package  would  yield  at  least 
.2%,  half  of  it  tax  free. 
Garrison  himself  is  no  longer  buying 
us  new  three-company  bundle.  Instead, 
e  is  ready  to  move  himself  and  his  di- 
nts into  six  big  home  builders — Centex 
lorp.,  Lennar,  Pulte  Homes,  Ryland 
roup,  Standard  Pacific  and  U.S.  Home, 
bgether,  this  sextet  completed  32,700 
ingle-family  homes  last  year  and  has  a 
acklog  of  another  15,800. 
Home-building  stocks?  When  interest 
tes  are  soaring  and  the  housing  cycle 
ready  to  plummet?  Garrison  makes 
is  case  this  way:  "These  companies' 
alance  sheets  have  never  been  stron- 
tx-,  they  have  virtually  no  unsold  fin- 
hed  houses,-  they  are  all  operating  on 
xord  levels  of  sold-but-uncompleted 
ouses;  and  they  have  bought  forward 
lortgage  commitments  to  lock  in  the 
liability  of  financing.  Besides,  they 
ly  nice  dividends  (a  2.7%  yield  for  the 
oup).  They  sell  at  substantial  discounts 
om  their  book  values  (11%  for  the 
'oup),  and  the  book  values  in  turn  are 
'ossly  understated.  Their  price/earnings 
mltiples  are  very  low,  about  3.5  on 
/erage.  Sure,  the  immediate  future  is 
oudy  but  I  just  don't  see  that  much 
>wnside  potential." 
Will  Garrison  turn  out  to  be  right 
vice  in  a  row?  Tune  in  next  year.  ■ 
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347  of  the  Fortune  500  now  use 
Xerox  Learning  Systems  to  help 
their  people  do  a  better  job. 

Shouldn't  you  find  out  why? 

Mr.  S.E.  Sanderson,  Jr. 
President 

Xerox  Learning  Systems 
One  Pickwick  Plaza 
Greenwich,  CT.  06830 

Please  send  me  information  on  your  learning  systems  for: 
D  Salespeople 
□  Managers 

Name 


Successful  marketing 
we  are  told,  requires 
three  things:  a  good 
product,  a  believ- 
able story,  and  the 
right  audience 
for  your  message, 
we  hope  that's 
true. 

First  of  all,  wolfer- 
man's  Original  English 
Muffins  are  an  excep- 
tional product.  For  over  89 
years  wolferman's  Muffins 
have  provided  a  gourmet 
treat— fresh,  flavorful  and 
delicious. 

As  for  a  believable  story, 
we  think  our  10,000  mail 
order  customers  in  one 


The  Muffin 
That  Refuses 
To  Be 
Ordinary 


year  fill  the  bill.  That's 
right— over  10,000 
orders— by  mail, 
with  hundreds 
more  each  week. 
The  right  audi- 
ence? we  hope 
that's  you.  if  you 
refuse  to  settle  for 
f  4  the  ordinary  when 
the  best  is  available, 
try  Wolferman's  Orig- 
inal English  Muffins. 
Please  complete  the 
coupon  below,  or  call  our 
toll-free  number  to  place 
your  order,  wolferman's 
original  English  Muffins. 
No  ordinary  muffins— 
they're  the  best. 


■jf&jfermarij  Original  English  Muffins 

Yes.  send  one  case  to  the  address  below.  Check  or  money  order  for  $12.95  for  each  case  is  enclosed. 
Send  separate  list  for  additional  names.  Charge  it  to  my:  □  Master  Charge    □  BankAmencard/VISA. 


Card  Number 


Expiration  Date 


If  some  are  gifts,  enclose  your  cards  or  we  will  sign  them  as  you  request. 
Your  Name   


Your  Address 
Ship  to   


Address  

WOLFERMAN'S  ENGLISH  MUFFIN  CO. 
3306  WYOMING,  KANSAS  CITY,  MO.  64111 


$12.95 

(Case  of  48 
In  packages  of  4.) 

V4  case  $7.95 

Delivered  anywhere  In 
continental  U.S. 


Call  Toll  Free  1  800-835  2246 
(Kansas  Residents  call  1-800-362-2421.) 
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ENERGY 


How  Honeywell  helps  San  Joaquin  County 
save  energy.  Enough  to  run 
one-fourth  of  this  building  free. 


For  San  Joaquin  County, 
California,  a  wise  investment  in 
energy  management  is  paying 
big  dividends. 

At  Stockton,  the  county  seat, 
one  Honeywell  Delta  computer 
system  now  controls  energy 
usage  in  the  Public  Assistance 
Building  pictured  here  and 
the  County  Courthouse  as  well. 
In  one  year,  Delta  saved  the 
county  $82,207  in  energy  costs 
—enough  to  run  one-fourth  of 
each  building  free. 

The  system  paid  for  itself 
in  five  and  one-half  months. 
Without  sacrificing  the  comfort 
of  building  occupants. 

Two  ways  your  building 
can  save. 

Whether  you  invest  in  your 
own  Delta  system,  as  San 
Joaquin  County  did— or  time- 
share  an  energy  management 
system  through  Honeywell's 
BOSS  service— depends  on 
your  building's  requirements. 
In  either  case,  a  Honeywell 
computer  controls  all  your  energy- 


using  systems.  It  automatically 
checks  occupancy  schedules, 
reads  temperatures  and  operates 
all  heating,  cooling  and  light- 
ing equipment  for  maximum 
energy  savings. 

In  hundreds  of  buildings, 
large  and  small,  energy  savings 
of  20  to  30%  are  common. 
There  are  manpower  savings, 
too.  Your  maintenance  staff  need 
not  spend  their  time  checking 
dials  or  snapping  switches. 

A  unique  combination 
of  hardware  plus  experience. 

Delta  is  the  product  of 
Honeywell's  advanced  computer 
technology  and  our  long- 
established  leadership  in  temper- 
ature controls.  Only  Honeywell 
designs,  builds  and  services 
all  major  components  of  its  own 
system  from  thermostats  to 
computers.  We  can  help  you  every 
step  of  the  way  from  planning 
and  detailed  applications 
through  installation— and  far 
beyond. 

Support  service: 
a  strong  Honeywell  advantage. 

Once  your  system's  on  line, 
we  can  help  you  make  the  most  of 
it.  Our  team  of  service  experts 
offers  you  a  comprehensive 
package  of  energy  management 
and  operating  support.  That 


package  includes:  Periodic 
audits  of  energy  use  and  costs. 
On-site  operations  analyses 
and  quarterly  review  meetings. 
Scheduled  preventive  main- 
tenance and  emergency  repair 
service.  Plus  continuing  training 
programs  for  your  personnel. 

You  can  rely  on  Honeywell 
to  supply  all  the  energy  savings 
help  your  building  needs— 
hardware,  proven  programs  and 
the  highly  skilled  people  to 
make  them  work. 

Take  the  first  step  to  savings. 

We  showed  San  Joaquin 
County  how  to  save  thousands 
yearly.  Let  us  show  you.  Write 
now  to:  Mr.  J  H.  Jester,  Vice 
President,  Sales  and  Marketing, 
Honeywell  Building  Services 
Division,  Dept.  05E 14,  Honeywell 
Plaza,  Minneapolis,  MN  55408. 

From  the  most  complex 
computer  systems  to  the  simplest 
controls,  providing  better 
ways  to  help  you  control  your 
business  has  always  been  our 
business  at  Honeywell. 


Honeywell 


twa  Is  #1  to  Europe, 
with  more  widebodies 
than  any  other  airline. 


TWA  flies  more  people  to  more  cities  in 
Europe  than  any  other  airline.  And  that's 
because  we  give  our  passengers  widebody 
comfort  and  room. 

TWA  flies  a  total  of  168  widebodies  across 
the  Atlantic  every  week.  That's  more  than  any 
other  airline. 


More  roomy  747s.  More  comfortable 
widebody  1011  dash  100s.  With  more  space  to 
stretch  out  on  those  long  transatlantic  flights. 

TWA's  destinations  and  departures  to 
Europe  can  get  you  where  you're  going.  And 
the  comfort  and  room  of  our  widebodies  make 
sure  you  arrive  relaxed  and  ready  for  business. 

Weekly  widebody  flights 


Destination 

London 

across  the  Atlantic 

84 

Paris 

28 

Rome 

14 

Milan 

14 

Athens 

14 

Madrid 

14. 

# 


1  across  the  Atlantic 


Readers  Say 


A  blessing 

Sih:  A  random  thought  after  an  evening 
wrestling  with  federal  and  state  income 
tax  matters:  We  can  be  thankful  we  don't 
get  all  the  government  we  pay  for. 
—R  T  ioew 
DeWitt,  N.Y. 


Pit hf ul  remark 

Sih:  Alfred  Kahn  describes  a  depression 
as  a  "banana."  I  look  at  OPEC  price 
hikes  as  "plums."  They're  juicy  for  the 
Arabs  but  the  pits  for  us. 

— Greg  Loescher 
■Business  Editor, 
The  News  World 
New  York,  NY. 


Syndicators  react 

Sir:  As  a  former  president  of  the  Real 
Estate  Securities  and  Syndication  Insti- 
tute, let  me  assure  you  that  the  industry 
("Real  estate  for  tlx  masses'"  Apr.  2)  is  high- 
ly regulated  by  the  SEC  and  NASD  and 
the  state  Blue  Sky  Commissioners. 
There  have  been  abuses  in  the  syndica- 
tion industry.  But  what  area  of  invest- 
ment, including  stocks,  has  not  been 
tainted  by  failures  or  scandals' 

You  seem  to  feel  that  broker  fees  are 
excessive.  Statements  such  as  ".  .  . 
$10,000  gets  you  only  $8,000  in  proper- 
ty" presuppose  that  the  average  inves- 
tor is  capable  of  providing  his  own  ac- 
quisitions, research  and  management  at 
fio  cost.  Brokers  provide  these  services 
for  a  fee,  one  that  is  not  inordinate 
when  you  consider  the  unique  services 
they  provide. 
—Hairis  E.  lawless 
mcago,  III 

•>ik:  That  has  been  the  last  straw  as  far 
is  I  am  concerned.  Please  cancel  my 
ubscription. 

-Hatvie  I)  Lindeman 
fan  Antonio,  Te.x 


Nonclient  putdown 

Sir:  Vince  Gregory  of  Rohm  &  Haas  was 
moted  in  your  March  19  issue:  "This 
^vas  'market  segmentation' — The  Boston 
Consulting  Group  theory.  Well,  it  went 
lght  down  the  goddam  rat  hole.  By  1975 
/ou  couldn't  give  the  stuff  away!"  Vince 
Gregory  came  to  our  Chief  Executives 
Conference  on  June  5-7,  1972.  That's  all 
he  guidance  he  got  from  us. 
Nonclients  have  blamed  their  prob- 
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Robertshaw's 
v  new  electronic 
idea  simplifies 
automatic  cooking 
with  a  flexible  touch. 


New  switching  technology  developed  by  Robertshaw  gives  gas  and 
electric  range  manufacturers  cost-cutting  flexibility  in  designing  touch 
control  keyboards.  Key  concept  is  a  standardized  solid  state  "mini-brain" 
that  works  from  circuits  easily  adapted  to  individual  manufacturer's 
design.  Automatically  calculates  time  to  start  when  a  homemaker 
feeds  in  the  stop  time  and  cooking  hours  by  touching  digits  on  a  glass 
control  panel. 

This  advanced  electronictimeradds  to  Robertshaw's  leadership  in  pio- 
neering controls,  built  through  80  years  of  studying  the  industry's  needs. 
It's  one  of  1 0,000  products  for  home, 
commerce  and  industry— made  and 
marketed  worldwide.  For  details, 
write  to  Robertshaw  Controls  Com- 
pany, Dept.  ACMF,  Richmond.VA 
23261 .  Or  call  804/282-9561 . 


The  Energy  Control  Company 


J 


ftiohey-^reeman 


Zephyr-soft,  whisper-light.. 
THE  THINLYTE  SUIT 

A  suit  so  light  it  seems  to  skim  the 
body  with  the  softest  of  touches. 
The  premium  fabric  is  a  zephyr- 
spun  polyester  and  wool  that  keeps 
you  cool  while  it  keeps  its  shape. 

Hickey-Freeman  hand-tailors 
Thinlyte®  with  a  whisper- 
weight  construction  and  a 
serious  concern  for  perfection 
of  fit  and  appearance. 


How  do  you  put  together 
$75,000,000  for  a  new 
paper  mill  in  Georgia  ? 

Ask  Chicago's  Bank. 

The  project:  a  joint  venture  to  build  the  first  major  newsprint  mill 
constructed  in  this  country  in  more  than  a  decade.  A  mill  that  would 
recycle  used  newsprint. 

The  price:  over  $125  million,  $75  million  to  come  from  outside 
financing. 

The  problem:  no  single  approach  seemed  to  fit  the  financing  need. 
Because  the  partners  in  the  project— Cox  Enterprises,  Knight-Ridder  and 
Media  General— were  significantly  different  in  size  and  financial  structure. 

That' s  where  First  Chicago's  Communications  and  Forest  Products 
Group  came  in. 

Our  industry  specialists  were  already  working  with  one  of  the  companies 
and  calling  on  the  other  two.  And  since  our  20-person  media  group  is 
vertically  integrated,  we  knew  their  business  from  the  ground  up— from 
forest  products  to  newsprint  to  newspapers  to  broadcasting. 

So  they  asked  Chicago's  Bank.  First  Chicago  developed  a  credit  proposal 
with  three  pricing  and  repayment  alternatives,  one  for  each  company's 
requirements.  Later,  we  were  able  to  meld  the  three  alternatives  into  one 
that  satisfied  all  three  companies. 

First  Chicago  committed  to  the  full  $75  million.  Then,  acting  as  agent, 
we  took  $33  million  and  arranged  for  the  partners'  13  other  banking 
relationships  to  participate  in  the  remainder. 

Result:  the  mill  will  be  completed  this  year.  If  s  currently  under  budget 
and  ahead  of  schedule.  And  this  new  source  of  newsprint  will  save  energy, 
conserve  natural  resources,  and  help  reduce  pollution.  That' s  good  news 
for  everybody. 

If  you  need  $75  million  to  build  a  paper  mill,  $20  million  to  buy  a  TV 
station,  or  financing  for  any  media-related  project,  call  Bill  Lear,  Vice 
President,  Communications  and  Forest  Products  Group,  at  (312)  732-6950. 

Whatever  your  business  interests,  from  communications  to  agriculture  to 
petroleum  and  more,  First  Chicago  can  help.  In  America,  or  anywhere 
else  in  the  world,  ask  Chicago's  Bank. 


FIRST  CHICAGO 

The  First  National  Bank  of  Chicago 


Chicago  •  Atlanta  •  Baltimore  •  Boston  •  Cleveland  •  Houston  •  Kansas  City  •  Los  Angeles  •  New  York  •  San  Francisco 


©  1979  The  First  National  Bank  of  Chicago.  Member  F.D.I. C 


*Tm  an  investor.  And  a 
businessman.  I  depend  on 
Barron's  to  keep  me  ahead  in 
both  worlds!9 


Harold  H.  Trefethen 

V.P.  Finance,  Scripps  League 

Newspapers,  Inc. 

San  Mateo,  California. 


"As  an  investor,  I'd  say  I'm  moderately 
aggressive.  Which  means  I  have  to  know 
not  only  where  a  company  is,  but  where 
it's  heading.  I  find  the  wealth  of  statistical 
data  in  Barron's  of  enormous  help  in 
evaluating  a  company's  prospects. 

"As  a  businessman  as  well  as  an 
investor,  I  especially  value  the  spotlight 
reports  on  certain  companies  and  indus- 
tries. In  fact,  Barron's  is  usually  far  ahead 
of  other  publications  when  it  comes  to 
predicting  trends  and  future  develop- 
ments. That's  why  I  read  it  on  a  regular 
basis —it  keeps  me  ahead  of  the  news, 
rather  than  merely  telling  me  about 
history. 

"I  actually  hold  on  to  all  my  copies  for 


a  year  or  so.  And  I  refer  back  to  them,  too. 
No  question  about  it  —  Barron's  is  one  of 
my  most  important  business  and  invest- 
ment tools!' 

Whether  you're  an  investor,  a  busi- 
nessman, or  both  —no  other  publication 
gives  you  as  clear  and  penetrating  a 
picture  of  how  the  forces  at  work  today 
are  shaping  the  world  of  tomorrow.  What- 
ever market  you're  interested  in,  you 
need  Barron's  to  get  ahead. .  .and  keep 
ahead.  Read  Barron's  this  week.  And 
every  week.  Over  one  million  readers  do.* 
Subscribe  now. 


•Source:  TGI,  Spring.  1978. 

Today  is  history.  Tomorrow  is  Barron's. 


BARRON'S,  200  Burnett  Road,  Chicopee.  Mass.  01021 

The  National  Business  and  Financial  Weekly  from  Dow  Jones 

□  Please  enter  my  subscription  to  Barron's  for  3  months  ( 13  issues)  at  $9. 

□  1  prefer  one  year  (52  issues)  at  $36.  □  Payment  enclosed.  □  Bill  me. 

I  understand,  upon  receipt  of  subscription  payment.  I  will  receive  a 
free  copy  of  the  32-page  booklet,  "Understanding  Technical  Forecasting: 
How  to  use  Barron's  Market  Laboratory  Pages'.' 

Name  


Address- 


|  City  

|  Prices  good  in  U.S.  and  Possessions  only. 


-State _ 


-Zir>- 
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Readers  Say 


lcms  on  The  Boston  Consulting  Group 
theory,  but  I  have  yet  to  hear  that  from 
the  people  who  know  the  most — the  ac- 
tual clients. 

— Bruce  D.  Henderson 
President, 

The  Boston  Consulting  Group,  Inc 
Boston.  Mass. 


Fobes  magazine? 

Sik:  It  was  indeed  a  pleasure  to  see  my 
family  name  on  the  cover  of  the  April  16 
issue  of  your  magazine.  However,  the  R 
was  not  stolen  as  implied  but  got  lost  in 
Holland  by  the  inability  of  the  natives  to 
twist  their  tongues. 
— F..W.  Fobes 
Madison,  Wis 


Fb  bes 


Sir:  .  .  .  That's  one  dramatic,  fine  piece 
of  artwork  for  a  most  interesting  article. 
— ficrh  Maneloveg 
senior  Vice  President, 

Director  of  Media  Services,  Programming 

and  Media  Research. 

Kenyan  &  Eckbardt  Advertising,  Inc 

Neu  York,  N ) 


A  grave  joke 

Sir:  Given  my  experience  with  lawyers, 
your  comments  were  right  on  the  mark 
(Fact  and  Comment,  .Apr  16). 

Herewith  is  a  joke  you  might  enjoy: 
A  washerwoman  was  walking  through 
a  cemetery  on  her  way  home.  She  spot- 
ted a  gravestone  with  the  legend,  "Here 
lies  an  honest  man  and  a  lawyer."  She 
shouted,  "Beghorra!  Two  men  buried  in 
one  grave." 
— Charles  S.  Temel 
New  York.  N.Y. 


The  "Statesman1 

Sir:  You  refer  to  the  Wall  Street  Journal's 
reference  to  Senator  Pressler  as  "a  show 
horse  who  works  hard  to  create  an  im- 
age, not  to  create  laws"  (Fact  and  Com- 
ment. .Apr.  16).  A  criticism?  It  seems  to 
me  to  be  more  of  a  recommendation. 
How  splendid  it  would  be  if  lawmakers 
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,  .Truck 
Maintenance 

At  Saunders  Leasing,  it's  something  we  never  forget. 


Saunders  presents  the  beauty  of  the  full-service 
truck  lease.  The  beauty  of  it  is,  you'll  no  longer  be 
burdened  with  the  beastly  details  of  truck  ownership 
-  one  of  the  biggest  ones  being  truck  maintenance. 
Because  at  Saunders,  we  think  it's  too  important 
to  forget. 

And  we  don't  just  mean  checking  out  your  trucks 
every  now  and  then.  We're  talking  about  preventive 
maintenance,  taking  a  little  extra  time  to  iron  out 
wrinkles  before  they  get  in  your  way,  so  your  trucks 
can  spend  more  time  on  the  road  instead  of  in  the  shop. 

When  you  ride  with  Saunders,  you  get  the  total, 
full-service  system.  Everything  from  an  operating 
lease  according  to  all  FASB-13  criteria  to  our  comput- 
ing, reporting  and  paying  state  fuel  and  mileage  taxes 
to  prompt  road  service,  day  or  night.  So  remember, 


when  it  comes  to  trucking,  you  have  a  choice:  You  can 
put  up  with  all  the  beasts.  Or  behold  the  beauty  of  the 
lease.  With  Saunders. 

i  

Truck  maintenance  can  be  a  beast! 

□  Send  me  your  full-color  brochure  "Cross-country  with 
Saunders."  □  Or  have  a  representative  call. 


Name . 


.Title. 


Company . 
Street  


City_ 


Phone _ 
Mail  to: 


State . 


Zip. 


J  M.L.Malcolm 
Saunders  Leasing  System,  Inc. 

'  201  Office  Park  Drive 
Birmingham,  Alabama  35223 


FA 


Saunders.  Because  business  creatures,  great  and  small,  should  feel  at  home  with  truck  leasing. 


Test  drive  a  computer?  Comcl 


Customers  of  the  IBM  Data  Processing  Divi- 
sion can  "test  drive"  their  new  IBM  communica- 
tions system  while  ifs  still  in  the  planning  stage. 
At  the  IBM  Communications  Marketing  Support 
Center  in  Raleigh,  North  Carolina,  a  powerful 
simulation  tool  can  show  how  each  element  in  a 
proposed  new  system  contributes  to  response 
time  down  to  the  millisecond,  or  can  predict  total 
system  capacity  far  into  the  future. 

Customers  who  visit  Raleigh  typically  spend  a 


week  examining  eveiything  from  changes  in  appli- 
cation subsystems  and  terminals  to  full-scale 
distributed  processing  networks.  They  work  with 
our  staff  to  evaluate  proposed  design  changes 
and  assess  the  cost  trade-offs  associated  with 
network  alternatives.  And  they  leave  with  detailed 
projections  on  which  to  base  an  objective  decision. 
Since  a  major  communications  system  can 
affect  a  business  for  years  to  come,  we  believe  its 
important  to  know  in  advance  what  to  expect. 


o  our  Raleigh  proving  grounds 


cafl 


Our  center  in  Raleigh  -  one  of  many  that  pro- 
vides education,  industry  and  system  support  - 
shows  once  again  what  you  can  expect  when  you 
invest  in  an  IBM  system.  You  get  not  only  the 
latest  IBM  technological  advances  in  hardware, 
you  also  benefit  from  our  extensive  software  offer- 


ings and  service  wherever  you  are. 

One  customer  called  his  test  drive  the  best  and 
most  useful  performance  evaluation  tool  ever 
seen.  We  see  it  as  yet  another  way  to  help  you 
make  better  use  of  information,  which  in  the  final 
analysis  is  why  we're  in  business  in  the  first  place. 


The  way  we  put  it  all  together  is  what  sets  us  apart.  EzE=p±  -  =  « 

-/         i  O  1  Data  Processing  Division 
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9years  ago  most  corporations 
didn't  know  that  leisure  time 
would  become  big  business. 

But  Grace  knew. 


Back  in  the  sixties,  most  Americans 
enjoyed  sports  by  watching  someone 
else  play. 

But  by  1970  Grace  saw  that  lifestyles 
in  America  were  changing.  We 
concluded  that  The  Great  American 
Spectator  was  about  to  get  out  of  his 
easy  chair  and  do  something. 

We  decided  to  be  ready  for  him.  So 
the  company  bought  Herman's  World 
of  Sporting  Goods.  Three  stores  with 
sales  at  about  $8  million. 

Today  Herman's  is  a  chain  of  almost 
70  stores.  And  last  year  sales  went 


over  $147  million.  Of  course,  we  don't 
always  predict  a  trend,  but  our 
batting  average  is  good. 

Consumer  businesses,  like  sporting 
goods  stores,  home  improvement 
centers,  apparel  businesses  and 
restaurants  are  only  one  part  of 
W.R.Grace  &  Co.  Grace,  in  fact,  is  a 
$4  billion  company  with  interests  in 
chemicals,  natural  resources  and 
consumer  businesses. 

Since  1968  the  company's  net 
income  has  grown  by  an  average 
of  15%  annually,  and  shareholders 


have  been  receiving  cash  dividends 
for  45  consecutive  years. 

Our  annual  report  can  tell  you  more. 
Send  for  it  by  writing  to 
W.  R.  Grace  &  Co. ,  Grace  Plaza, 
1114  Avenue  of  the  Americas, 
New  York,  N  Y,  10036,  Dept.  FB-3. 


One  step  ahead  of  a 
changing  world. 

GRADE 

chemicals  •  natural  resources  •  consumer  products 


Readers  Say 


were  all  out  creating  an  image  and  not 
mrdening  us  by  "creating  laws." 
-Robert  li  Wangle,  M.D 
lalem,  Mass. 

iiit:  Re  your  comments  about  Senator 
.arry  Pressler's  motives  in  seeking great- 

■r  competition  in  tbe  media.  Sever.il  n.i 
lonal  publications  took  note  of  Sen.itoi 
'rcsslcr  in  1974  as  a  "Populist  Rcpubli- 
an"  who  was  committed  to  Teddy  Roo- 
icvelt's  approach  to  trust-busting  across 
he  board  Pressler's  voting  record  in  the 
louse  bore  out  his  belief,  and  any  critical 
>r  favorable  article  appeared  later 
Senator  I'ressler  has  never  complained 
bout  press  treatment. 
■Patric  G.  Link 

pedal  Assistant  to  Senator  Pressler, 
Washington,  D.C. 


Excess  profits 

in:  Isn't  it  ironic  that  the  $12  billion 
udget  of  the  U.S.  Department  of  Energy 
xceeds  the  combined  profits  of  the  20 
irgest  U.S. -based  oil  companies? 
\  Huh  Kelly 
tattle,  Wash. 


Funny  money 

in:  You  might  enjoy  the  humor  of  this. 
-John  C  Stewart,  U  Col.  USAF(Ret) 
ynoma,  Calif 


i  mii  iisTvrcsiM  AMiatirv 

690(9331 1 
L  6906933         ™*  * 


"i he  new]  C  Penny 


MSF  in  Playboy 

in:   Re  MSI 's  interview  in  the  April 
isue  of  Playboy  (see  />  183):  For  once,  I 
ad  Playboy   I  enjoyed  it,  hut  next 
lonth,  it's  hack  to  the  photos. 
.Richard  C.  Hermann  IV 
illington,  N.f. 

:r:  I'm  saving  the  article  tor  all  four  of 
ly  boys  to  read.  Even  the  playmate  of 
ic  month  has  to  take  second  billing. 
DeWitt  M.  Shy> 
emphis,  lam 

Rl  I  read  the  interview  twice  in  one 
tting.  MSF  helped  me  sense  the  integri 
of  the  business  community. 
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Norelco*  1 
185  Pocket 
dictating  machine 
and  UltraSlim'"  Executive  Notetaker. 


TWO 


to  start  talking, 


Talk  can  be  cheap.  Or  ex- 
pensive. When  you  dictate  to  a 
pocket-size  Norelco,  talk  is  cheap. 
Because  you're  saving  time  for 
both  yourself  and  your  secretary. 
And  here  are  two  of  the  best  rea- 
sons you'll  ever  find  to  start  talking. 

The  low-priced  Norelco  185 
fits  pocket  or  purse,  and  features 
options  such  as  the  use  of  A.C. 
current,  telephone  or  conference 
recording.  The  185  captures  every 
word  crystal  clear  for  fast,  easy 
transcription.  Yet  it's  priced  to  let 
you  equip  an  entire  field  force. 

The  new  lightweight  UltraSlim 
slips  into  a  shirt  pocket,  fits  your 
hand  gracefully  Yet  it  contains  all 
the  features  described  above,  plus 
the  adjustable  sound  screen  which 
lets  you  dictate  clearly  anywhere, 
even  against  loud  background 
noise.  Designed  in  jewelry-finish 


metal.  Both  units  are  compatible 
with  the  entire  Norelco  dictation 
system. 

Send  the  coupon  today  and 
get  all  the  facts  on  how  to  save  by 
talking. 


f\lorek 


ore /co 

Philips  Business  Systems,  Inc. 
175  Froehlich  Farm  Boulevard 
Woodbury,  N.Y.  11797 

I  want  to  know  how  to  save  by  talking. 
Please  send  information. 

F-579-PS 

Name 


Organization 


Address 


City/State 


Zip 


Telephone 


©  1978,  Philips  Business  Systems,  Inc 
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The  long,  silent  approach  of  a  motor  car 

that  drives  on  and  on. 


ROLLS 


The  first  time  you  take  the  wheel  of  a 
|pj  new  Rolls-Royce  Silver  Shadow  II,  you 
pSj  are  likely  to  experience  a  number  of 
welcome  surprises. 

When  you  turn  the  ignition  key,  the 
engine  will  not  roar  its  approval.  It  will 
whisper  its  presence. 

When  you  shift  from  park  to  drive, 
the  electric  gear  selector  will  not  offer 
resistance.  It  will  merely  slip  into  place. 

When  you  set  the  unique  Rolls-Royce 
air-conditioning  system,  it  will  not  imitate 
the  wind.  It  will  silently  and  automatically 
control  whatever  temperature  you  have 
selected  at  two  distinct  levels  of  the  interior. 

When  you  take  to  a  long,  straight  road, 
the  steering  wheel  will  not  waver.  Its 
sophisticated  powered  rack-and-pinion 
system  will  simply  hold  the  course  that 
you  have  in  your  fingertips. 

When  you  stop  suddenly  on  a  stretch  of 
slippery  pavement,  the  braking  system  will 
not  leave  anything  to  chance.  It  will  halt 
each  wheel  independently. 

And  the  more  you  drive  with  such 
blessings  at  your  command,  the  more  you 
may  wonder  how  you  managed  without 
them  for  so  long.  For  a  Rolls-Royce  Silver 
Shadow  II  is  not  only  designed  to  be  a 
work  of  classic  grace  and  beauty,  it  is 
engineered  to  be  a  thing  of  remarkable 
ease  and  comfort,  capable  of  turning  the 


longest  trips  into  the  smoothest  drives  and 
determined  to  defy  the  years  along  the  way. 

And  while  a  Silver  Shadow  II  contains 
more  than  2,000  refinements  that  were 
unheard  of  years  ago,  it  shares  a  singular 
driving  force  with  every  other  Rolls-Royce 
motor  car. 

From  its  hand-sculpted  radiator  grille 
to  its  matching  walnut  veneers,  it  leaves 
no  room  for  compromise  and  it  has  no  time 
for  deadlines,  because,  above  all,  it  is  built 
to  last. 

This  is  why  more  than  half  of  all  the 
motor  cars  Rolls-Royce  has  built  over  the 
past  three-quarters  of  a  century  are  still 
humming  along  in  their  own  quiet  ways, 
many  of  them  appreciating  in  value  as  the 
years  pass  by. 

And  this  is  why  the  Rolls-Royce  Silver 
Shadow  II  is  destined  to  be  a  timeless 
pleasure  to  drive  and  a  priceless  asset  to 
own,  long  after  ordinary  machines  have 
departed  from  the  scene. 

A  collection  of  Rolls-Royce  masterpieces 
is  waiting  for  you  at  any  one  of  the  select 
dealerships  appointed  by  Rolls-Royce 
Motors.  For  further  information,  consult 
Rolls-Royce  Motors  Inc.,  P.O.  Box  476, 
Lyndhurst,  New  Jersey  07071 . 


The  names  "Rolls-Royce  "and  "Silver  Shadow  "and  the  mascot,  badge  and  radiator 
grille  are  registered  trademarks. 


The  heart  amd 


©Rolls-Royce  Motors  Inc.  1979- 


TRANSWAY  S 

GOING 
PLACES! 


In  Freight 
Forwarding 


In  Trailer 
Manufacturing 


Transway  has  made  a  commitment  to 
innovation  and  leadership  in  each  of  these  areas  of 
transportation  and  distribution. 

Transway  International  Corporation 
The  Total  Modal  Transportation  Company. 
A  Sound  Concept  To  Invest  In. 


In  Marine 
Transportation 


In  Liquefied 
Petroleum  Gas 


Please  write  for  our  1978  Annual  Report.  Learn  about  our  investment  in  the  future  of  transportation  and  how  it  has 
helped  us  to  bscome  a  corporation  with  over  $800  million  in  revenues,  and  almost  $300  million  in  total  assets. 


i  nm 


Transway  International  Corporation 

747  Third  Avenue 
New  York,  New  York  10022 


Readers  Say 


From  top  to  bottom,  our  culture  is  shot 
through  with  axioms  which  impute 
spiritual  and  emotional  shallowness  to 
rich  people. 

— Ret  vrend  John  McFadden 
Sehastopol,  Calif. 

Sir:  The  reference  to  me  was  appreciat- 
ed, but  the  rest  of  the  magazine  carries 
considerably  more  wallop. 
—J.  Paul  Austin 
Chairman  of  the  Board, 
The  Coca-Cola  Co. 
Atlanta,  Ga. 

Sir:  I  had  stereotyped  men  like  MSF  as 
stodgy,  conservative  types  with  little 
time  to  do  anything  but  manage  their 
money.  He  shattered  that  image. 

—Joel  P.  Feigenheimer 
Ithaca,  N.Y. 

Sir:  My  wife,  a  beautiful,  brilliant  busi- 
nesswoman of  30,  has  long  said  MSF  was 
the  only  man  she'd  leave  home  for. 

—fay  H.  Lehr 
Worthington,  Ohio 

%mny,  my  wife  sometimes  says  the  same 
wmg.—MSF 

Sir:  My  only  query  pertains  to  the  refer- 
ence to  solar  power  and  Exxon  not  own- 
ng  the  sun.  My  reply  perhaps  would 
lave  been,  "What  a  pity — maybe  some- 
hing  would  be  done  about  it." 
-Michael  Butler- 
producer, 
-lair 

~)ak  Brook,  III. 

Sir:  I  had  to  laugh  at  MSF's  reaction  to 
inding  himself  eating  up  the  road  at  130 
nph.  Ditto  mine  when  I  discovered, 
ifter  arriving  at  the  Marlboro  Race 
Track,  that  it  wasn't  a  Porsche  Driving 
School — it  was  a  Porsche  Racing  Drivers' 
ichool!  There  I  was  with  28  student- 
:ompetitors  ranging  from  one-third  to 
lalf  my  age  (I  was  in  my  60s)  and  me  too 
iroud  to  go  home! 
[-Henry  J.  Kaufman 
Washington,  D  C. 

>ir:  The  one  thing  I  definitely  learned 
rom  reading  Malcolm  Forbes'  interview, 
egardless  of  your  financial  standing, 
noney  cannot  buy  a  nonvibrating  Har- 
ey-Davidson. 
-Harold  F  Hamilton 
'ohinson,  III 

>ir:  I  trust  that  MSF's  being  the  saddest 

nan  at  his  funeral  won't  preclude  one 

liell  of  a  wake. 

\-Philip  Smith 

lan  Francisco,  Calif. 
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Theyaave 
Columbia,  Maryland 
thebusiness. 

In  a  city  with  no  utility  tax,  no  inventory  tax,  real  estate  taxes 
that  have  just  gone  down,  again,  and  the  availability  of  tax  exempt 
financing,  nearly  900  businesses  have  found  a  home  in  just  12  years. 

If  you  need  a  better  reason  to  move  your  business  to  Columbia, 
Maryland,  consider  our  location 


between  Washington  and  Balti- 
more, the  nation's  fourth  largest 
market.  Consider  a  labor  force 
that  Columbia  businesses  call 
"superior."  Consider  our  eight 
business  and  industrial  parks, 
zoned  and  pre-serviced,  immedi- 
ately available.  And  consider 
this:  If  a  12-year-old  city  can  be- 
come the  New  Mid-Atlantic 
Center  for  Business,  it  must  offer 
real  advantages  to  any  business. 

Your  business  card  attached 
to  our  coupon  will  get  you  the 
facts  on  Columbia,  fast,  in 
confidence. 


James  0.  Roberson,  Director  of  Business 
Development,  The  Howard  Research 
and  Development  Corp., The  Rouse  Company 
Building,  Columbia,  Maryland  21044  F 
(30D  992-6062 

Please  send  me  full  information  on  □  office 
□  commercial  □  industrial  opportunities 
in  Columbia,  Maryland 

Name  

Company  

Address 


City 


State  Zip 


Columbia,  , 


ACity  for  Business  Built  by  Business, 
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How  our  big  new  lasers 
serve  the  multi-billion 
dollar  machine  tool 


Report  from  (e 


Lasers  have  come  of  age.  Today,  they're  big 
business. 

And  GTE  has  been  a  big  part  of  their  growth 
from  the  beginning. 

The  growing  need  for  lasers. 

It  was  one  thing  when  lasers  were  just  super- 
precise  scientific  instruments.  But  today,  indus- 
try needs  the  immense  power  that  the  laser  idea 
promised  almost  twenty  years  ago.  Today,  indus- 
try is  modernizing  at  a  growing  pace,  to  achieve 
more  productivity.  And  that's  when  the  laser's 
ability  to  heat-treat,  weld,  cut  and  drill  at  ex- 
traordinarily high  speeds  really  means  some- 
thing big. 

That's  where  the  new  lasers  from  GTE  come 
into  the  picture. 

A  new  generation  of  lasers. 

In  1969,  our  laboratories  developed  a  totally 
new  generation  of  laser.  Called  a  Gas  Transport 
Laser,  it  was  only  about  a  third  the  size  of  lasers 
of  similar  power.  This  1000-watt  laser  safely 
concentrated  an  enormous  10,000,000  watts  per 
square  inch  at  its  focus,  generating  20,000°C 


(three  times  the  temperature  of  the  sun's 
surface) . 

What  it  meant  was  that  here  was  a  practical, 
portable,  relatively  simple  production  tool  for 
the  metalworking  industry. 

We  have  now  increased  the  power  of  this  laser 
system  to  5000  watts.  Many  of  these  units  are  al- 
ready in  use ;  more  are  on  order. 

Avery  bright  future. 

The  point  is,  for  years,  lasers  were  the  delicate 
apparatus  of  science.  Today,  they're  beginning  to 
take  their  place  among  the  workhorses  of  the  met- 
alworking industry. 

And  GTE  will  be  one  of  the  major  suppliers  of 
this  immense  market. 

We  work  to  meet 
our  markets'  needs. 

At  GTE,  we  do  all  we  can  to  be  at  the  right 
place  at  the  right  time,  with  products  geared  to 
our  markets'  needs. 

Whether  it's  high-powered  industrial  lasers  or 
communications  systems— we're  there  when  you 
need  us. 


One  Stamford  Forum,  Stamford,  Connecticut  06904 


How  to  project  a  beautiful  image 


Kodak  Carousel  projectors 

The  dependable  ones. 


©Eastman  Kodak  Company.  1979 


wmi  an  tny  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WHEN  OCCASIONALLY  THERE'S  A  BLOODBATH 

jrn  the  executive  suite  of  some  sizable  corporation,  there's  much  Besieging  a  great  city,  he  ordered  his  engineers  to  complete 

mead-shaking,  much  clucking  among  analyst  cliques.  As  though  the  capture  that  day.  When  they  did  not,  he  ordered  every 

It  were  a  bad  thing  to  rout  out  losers  when  a  company  is  limping  tenth  engineer  executed,  then  further  ordered  that  the  city  be 

Br  has  become  bloated  and  complacent.  Such  laments  remind  taken  the  following  day.  When  his  aides  protested  that  the 

■ne  of  a  comment  made  by  the  early  Roman  Empire's  consul,  smaller  number  could  scarcely  achieve  what  the  larger  number 

lucius  Lucullus,  one  of  Rome's  military  geniuses.  had  found  impossible,  he  replied,  "They  will  find  a  way." 


■b  1980  it  will  be 

KENNEDY  BY 

HH  Predicting  who'll  win  the  next  presidential  election  has  been 
^H  major  American  sport  since  George  Washington  declined  a 
^Hjhird  term.  Right  now,  I'd  give  odds  that  Teddy  Kennedy  will 

lake  the  Democratic  nomination  from  Carter,  and  that  he'll 
ij^Bandily  dispose  of  the  Republican  nominee  by  a  margin  wider 
HKhan  any  since  Johnson  whopped  Goldwater  in  1964 

Sure,  Carter  may  rebound  from  the  poll  ropes  that  he's  now 
Hn,  but  not  enough  to  be  in  real  contention  after  Kennedy  says 
He's  running.  The  Senator's  "reluctant"  entry  will  come  when 
^Mtalifornia's  Brown  chameleon  (see  below)  makes  Carter's 
^Heelection  look  pretty  hopeless  in  early  primary  tussles  begin- 

Hing  in  New  Hampshire  (where  a  Kennedy  Write-in  may  even 
Brown  in  the  first  round). 


A  LANDSLIDE 

The  Senator  didn't  like  the  semioblivion  that  descended  on 
him  after  Carter  bounded  from  nowhere  into  the  White  House. 
And  he  certainly  won't  stand  idly  by  for  a  possible  eight-year 
Brownout. 

Chappaquiddick,  as  an  issue,  has  slowed  to  a  crawl,  accord- 
ing to  a  stunning  Yankelovich  poll.  Currently,  Teddy's  making 
every  move  a  White  House  seeker  should. 

Remember,  this  is  how  it  looks  now.  Things  have  been 
known  to  change  dramatically  in  politics. 

We  can  hope  in  the  next  17  months  that  they  will  again. 

Those  who  think  Mr.  Carter  has  been  bad  for  the  economic 
health  of  this  country  will  sorely  wish  for  the  "good  old  Carter 
days"  when  President  Kennedy  gets  cracking. 


WHEN  JOHN  CONNALLY  ANNOUNCED 


is  candidacy  for  the  Republican  presidential  nomination,  I 
ldn't  think  he  had  a  prayer  of  a  chance,  and,  in  fact,  doubted 
fiat  he  should. 

I'm  changing  my  mind  in  both  respects. 

His  candidacy  is  indeed  catching  fire,  as  Time  documents  in 
s  Apr.  2  issue,  and  the  flames  threaten  to  engulf  front-runner 
onald  Reagan. 

When  Connally  visited  a  group  of  dubious  Forbes  editors  the 
her  day,  his  straightforward  answers  when  he  had  some,  and 
is  admission  of  lacking  answers  when  he  didn't,  made  a 
rong  impression. 


His  combative  stands,  especially  on  energy  and  international 
trade,  are  now  in  tune  with  the  changed  tune  most  Americans 
are  singing  these  days. 

From  his  days  as  Treasury  Secretary  and  subsequent  politi- 
cal-party switch,  my  impression  was  that  Connally  was  a  bit 
ham-handed,  certainly  heavy-handed;  perhaps  too  much  a 
backslapping  Texas  handshaker.  I  now  think  that  view  is 
neither  fair  nor  accurate.  "Two-fisted"  and  "outspoken"  are 
more  accurate  adjectives. 

Incidentally,  he  too  thinks  Kennedy's  going  to  be  the  Demo- 
cratic nominee. 


DISCUSSING  JERRY  BROWN'S  CHAMELEONESgUE 

effort  to  put  an  armlock  on  the  budget-balancing,  tax  reduction  issue,  one  astute 
West  Coast  editor  predicted  Jerry  would  keep  his  ecology  franchise  open  by  now 
proposing  that  the  State  of  California  tax-encourage  solar-powered  granola  factories. 
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TOM  EVANS  IS  AN  UNCEASING  MARVEL 


Whatever  outfits  he  succeeds  in  taking  over  are 
soon  money-makers,  if  they  weren't  before;  or  their 
profitless  operations  and  assets  are  turned  into  cash 
and  promptly  put  to  work  at  far  more  profitable 
return.  Long  before  copper's  current  return  to  profit- 
ability, he  made  one  effort  after  another  to  acquire  a 
copper  company,  "because  that  stuff  in  the  ground 
has  to  be  worth  more  than  these  stocks  are  selling 
for,"  he  explained  to  Forbes  at  the  time.  "But  the 
boys  in  the  copper  club  went  to  great  lengths  to  keep  me  out." 
So,  each  time,  Evans  sold  his  copper  stock  chunks  at  sums  far 
higher  than  they  cost  him. 

Now  the  ($550  million)  Macmillan  Inc.  publishing  firm  is 
rushing  around  seeking  other  corporate  embraces  because 
Evans-dominated  H.K.  Porter  Co.  has  acquired  some  7%  of 
its  stock.  No  matter  what  the  outcome,  Tom  Evans'  block 


Tom  Evans 


of  Macmillan  Inc.  stock  will  probably  go  well 
in  price. 

Why   do   so   many   managements  go  to 
length  to  keep  Tom  Evans  from  control?  Opil 
Mr.  Evans,  "I  guess  some  of  these  people 
afraid  we'll  discover  they're  not  making  all  tr| 
can  for  their  shareholders." 

Whatsoever — Tom  Evans  runs  his  companies  v< 
profitably  and  is  about  as  shrewd  a  spotter  of  und 
valued  companies  as  anyone  I  know.  And  because  he's  Td 
Evans,  if  he's  fended  off,  it's  always  at  the  price  of  a  very  hi 
price  above  his  initial  investment. 

That,  my  friends,  is  what  we  all  agree  is  as  near  a  No-L< 
situation  as  one  could  imagine. 

Now,  if  we  could  only  learn  what  Tom's  about  to  buy  a  hu 
of  a  couples  of  days  before  he  does.  .  .  . 


TRANSLATING  ANNUAL  REPORT  JARGON 

With  annual  reports  in  full  bloom  this  time  of  year,  I  can't  resist  passing 
on  this  superb  translation  of  the  cloudy  cliche's  that  are  a  s  numerous  on 
these  AR  blooms  as  insects  are  in  gardens.  These  insights  are  by  Saul  M. 
Loeb,  the  inimitable  columnist  of  the  Lexington  (Ky.)  Herald  Leader. 


Our  expanded  program  of  market  pen- 
etration was  further  implemented  by 
the  successful  acquisition  of  several 
well-managed  companies  whose  prod- 
ucts are  compatible  with  our  own. 

Translation:  We  bought  out  the 
competition. 

Aggressive  new  marketing  efforts  and 
the  restructuring  of  our  field  sales  or- 
ganization have  given  us  important 
strategic  advantages. 

Translation:  We  fired  our  director 
of  marketing  and  reduced  our  sales 
force  because  we're  losing  business  at 
an  alarming  rate  and  everybody  here  is 
in  a  panic. 


The  vice  president  for  international 
sales  and  development,  after  many 
years  of  outstanding  service,  has  been 
granted  early  retirement. 

Translation:  He  has  been  indicted 
by  13  governments  for  bribery  and  im- 
proper business  practices. 

Your  board  of  directors  has  approved  an 
executive  incentive  program  in  order  to 
further  stimulate  creative  management 
innovation. 

Translation:  We  raised  our  salaries 
and  we're  going  to  work  hard  figuring  out 
new  ways  to  raise  our  salaries  again  as 
soon  as  possible. 


In  keeping  with  stricter  budgetary  cc 
trols,  new  corporate  policies  have  be 
implemented  to  facilitate  more  expe 
tious  usage  of  executive  time. 

Translation:  We  bought  anotl 
jet  airplane  for  the  president  and  rem< 
eled  the  executive  dining  room. 

The  strength  and  depth  of  our  sen 
management  team  assures  a  high  cc 
ber  of  experienced  executives  to  gui 
the  corporation  through  the  opportu 
ties  and  challenges  in  the  decade  ahea 
Translation:  You  can  expect  a  ma 
shake-up  in  top  management  any  day,  a 
pray  the  new  guys  can  do  something 
keep  the  company  from  going  bankrup 


SCORE  ANOTHER  FOR  SIGNAL  S  SHUMWAY 


Forrest  Shumway,  CEO  of  The  Signal  Companies,  is  a  52-year- 
young  dynamic  Doer.  He  recast  this  former  oil  and  gas  company 
into  an  immensely  profitable,  $3.5  billion-plus  conglomerate 
that  has  rolled  up  record  earnings.  In  1978,  for  the  third  year  in  a 
row,  earnings  rose  more  than  50%  over  the  prior  year. 

Perhaps  more  of  the  How  and  Why  of  Shumway's  extraordi- 
nary accomplishments  is  revealed  in  his  personal  decision — 
against  well-meant  and  most  reasonably  reasonable  advice — to 
have  his  company  sponsor  what  we  would 
name  the  Television  Program  Of  The  Year  and 
what  later  received  an  Academy  Award: 
Scared  Straight. 

It's  a  taping  of  lifers  and  long-termers  at  New 
Jersey's  Rahway  State  Prison  ruthlessly  wising 
up  serious  juvenile  offenders  during  their 
three-hour  "sentence"  to  the  state  prison — 


used  is  brutal,  explicit  and  shocking  to  the  unaware  public. 

The  leeriness  of  commercial  sponsors  for  any  televisi 
program  that  might  antagonize  any  segment  of  viewers 
well  known,  and  not  entirely  unwarranted  to  those  wh« 
mission  is  selling  more  of  what  they  make  or  who  seek 
understanding  of  their  services,  their  problems,  their  cor] 
rate  functions. 

The  method  that  Scared  Straight  depicts  is  contributi 
more  to  keeping  potential  inmates  out  of  pi 
on  than  any  other  force  and  all  other  forces  j 
together.  Throwing  it  at  the  huge  TV  audien 
as  Shumway  has  done,  insures  that  it  w 
create  national  awareness. 

Combine  this  sort  of  awareness,  this  breac 
of  perception,  with  a  courageous  let's-do-it  ai 
you  have  a  prescription  for  the  kind  of  CEOi 


where  they  were  surely  headed.  The  language      Scene  from  Scared  Straight       that  sends  out  Signals. 
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^VWJSURHOOKUKIA 
FIRST-CLASS  OPERATION.  THERE'S 
JUST  ONE  THING  THAT  BOTHERS  ME: 
YOUR  TOILET  PAPER." 


TWO  STROKES, 
ONE  OF  GENIUS 

Those  who  dreamed  up  and  those  who  approved 
this  Scott  tissue  ad  must  have  been  suffering  from 
stroke,  or  were  determined  to  cause  some.  In  your 
wildest  imagination,  can  you  imagine  anyone, 
anytime  making  that  headlined  comment?  No 
wonder  Peter  Falk  doesn't  include  his  name. 

On  the  other  hand,  there's  no  way  to  pass  over  the 
message  or  miss  the  point  of  this  powerful  Onan 
Standby  Power  System  plug.  Creative  stroke,  spark 
of  genius. 


If  your  building  has  no 
standby  power,  you'd 
better  save  this  picture. 


Or  send  this  coupon. 


IT  WAS  JUST  25  YEARS  AGO 


Hthat  my  father  died  at  age  74. 1  began  writing  all  the  editorials 
on  these  pages  instead  of  just  one.  That  has  to  be  the  swiftest- 
passing  quarter  of  a  century  this  man  will  ever  experience. 

IT'S  EASIER 

to  become  successful  than  to  stay  successful. 


Though  there's  no  way  at  all  that  there  will  be  another  25 
years  before  Malcolm  Jr.'s  writing  'em  all,  I  hope  it  will  be  a 
while  yet. 

NEVER  BE  WILLING 

to  adjust  to  failure,  or  you'll  always  be  one. 


BLESS  CARTER  FOR  HIS  EFFECTIVE  INEFFECTIVENESS 


By  M.S.  Forbes  Jr. 


Critics  say  that  Jimmy  Carter  lacks 
a  firm  sense  of  direction.  Thank  good- 
ness the  critics  are  right.  For  the  past 
eight  months,  the  President  has  taken 
a  number  of  important  and  useful 
steps  for  the  economy  that  go  against 
his  original  strongly  held  views. 

Capital  Gains.  The  President  want- 
ed to  raise  that  tax  when  he  came  into 
office.  Instead,  because  of  public  pres- 
sure, he  signed  s  bill  last  year  that  cut 
the  top  rate  from  49%  to  28%.  By 
making  the  potential  rewards  of  risk- 
taking  more  attractive,  the  reduction 
will  increase  the  pool  of  venture  cap- 
ital in  the  years  ahead,  thereby  boost- 
ing badly  needed  innovation,  produc- 
tivity, jobs. 

The  Dollar.  The  President  believed 
that  letting  the  greenback  drop 
against  foreign  currencies  was  the  so- 
lution to  our  balance-of-payments 
problems.  The  result  was  significantly 
more  inflation  at  home.  Last  Novem- 
ber events  forced  the  Administration 
to  vigorously  defend  the  dollar.  We 
will  begin  to  see  the  salutary  effect  of 
this  on  domestic  inflation  by  year- 
end.  It  will  cut  two  to  three  points  off 
the  underlying  rate. 

The  Budget.  For  the  first  time  since 
Eisenhower  we  have  a  President  who 
has  made  controlling  the  budget  a  top 
priority.  While  the  impact  of  an  un- 
controlled budget  on  inflation  has 
been  overrated,  getting  a  handle  on 
this  spending  is  a  positive  step. 


Monetary  Policy.  A  populist  Presi- 
dent has  been  pressuring  the  Federal 
Reserve  to  tighten  money  and  raise 
interest  rates.  What  a  contrast  to  such 
"conservatives"  as  Richard  Nixon  and 
Gerald  Ford. 

Regulation.  People  forget  that  the 
great  growth  of  regulation  came  under 
Republicans  Nixon  and  Ford.  The 
EPA,  OSHA  and  the  Product  Safety 
Commission  were  created  during  Nix- 
on's Administration,  for  example. 
Carter  is  starting  to  recognize  how 
much  regulation  contributes  to  infla- 
tion. He  has  taken  halting  steps  to  get 
a  better  fix  on  this  problem,  and  we 
can  expect  additional  concrete  steps. 

Natural  Gas.  The  President  origi- 
nally proposed  more  onerous  price 
controls.  While  the  bill  he  signed  late 
last  year  was  incredibly  complex,  it 
did  encourage  vital  deep  gas  drilling, 
which  is  where  the  bulk  of  new  gas  in 
the  U.S.  is  likely  to  be  found  (Forbes, 
Apr.  30,  p.  66). 

Oil  Decontrol.  Ignore  the  silly  oil- 
baiting  rhetoric.  The  President  has 
made  a  fundamentally  good  move  and 
Congress  will  likely  excise  the  most 
pernicious  parts  of  his  proposed  wind- 
fall profits  tax.  (It  was  under  Republi- 
can administrations  that  we  got  price 
controls  on  oil  and  subsequent  exten- 
sions of  same.) 

Wage  and  Price  Guidelines.  The 
most  ineffective  and  potentially 
harmful  part  of  the  President's  anti- 
inflation  program  has  been  run  over 
by  the  Teamsters.  The  guidelines'  de- 


mise will  not  lead  to  formal  controls 
but  to  a  tighter  monetary  policy,  and 
this  will  do  the  economy  far  less  harm 
than  putting  it  into  a  bureaucratic 
straitjacket. 

The  economy  will  certainly  benefit 
from  more  of  this  type  of  Presidential 
"incompetence." 

Whether  the  President  will  remains 
to  be  seen. 

RELAX 

since  no  recession  has — yet — ever 
been  foreseen  by  businessmen. 

AID  FROM  CHINA 

An  area  in  Chinese  medical  care 
that  we  can  enormously  profit  from  is 
the  use  of  acupuncture  as  an  anesthet- 
ic. In  one  hospital  we  were  allowed  to 
witness  two  operations. 

One  piece  of  surgery  involved  steril- 
ization and  the  other  was  for  the  re- 
moval of  a  goiter  from  the  neck.  In 
both  cases,  acupuncture  was  used  as 
the  anesthetic  instead  of  a  gas. 

After  the  sterilization  was  complet- 
ed the  patient  was  able  to  get  up  from 
the  table  on  her  own  and  walk  away. 

Again,  when  the  goiter  removal  was 
completed,  the  patient  was  able  to  sit 
up  and,  with  the  help  of  two  nurses, 
walk  away  from  the  operating  room. 

Unfortunately,  acupuncture  in  the 
U.S.  is  getting  an  image  of  quackery 
because  of  some  publicized  misuses  of 
it.  In  China,  however,  an  acupunctur- 
ist must  study  five  years  before  he  is 
allowed  to  practice. 


:ORBES,  MAY  14,  1979 


59 


Other  Comments 

Often  comments  by  others  stimulate,  irritate 
abuse  or  amuse  this  editor's  mind — MSF 


OSHA  And  Out 

C.H.  Robinson  is  president  and  owner 
of  Elizabeth  City  (N.C.)  Cotton  Mills.  He 
had  an  interesting  but  disheartening 
eomment  on  OSHA  [Oceupational  Safe- 
ty &  Health  Administration]  regulations. 
Since  it  would  cost  him  over  25%  of  his 
annual  profits  to  comply  with  ridiculous 
requirements,  he's  going  to  run  it  until 
OSHA  closes  him  down,  when  he'll  re- 
tire. Compound  that  over  the  country 
and  it  comes  out  frightening. 

— Princeton  Alumni  Weekly, 
Class  of  '41  notes 

Connally  and  the  Press 

Congressmen  were  at  the  White 
House  Mideast  Pact  dinner  politicking, 
some  Republicans  a  bit  disgruntled  by  all 
the  attention  presidential  contender 
John  Connally  is  getting  at  the  moment 
from  the  press  pack:  "Like  birds  off  a 
telephone  wire,"  one  of  them  grumbled. 

— Wall  Street  Journal 

Boise,  Idaho — Few  Democrats  in  this 
area — or  elsewhere — seem  to  be  asking 
themselves  what  such  a  development 
[dumping  Carter]  might  mean  in  the 
general  election  against  a  tough  Republi- 
can candidate  like  John  Connally,  whose 
name  keeps  cropping  up  out  here.  (Ida- 
ho's former  Gov.  Robert  Smylie,  for  ex- 
ample, once  a  significant  figure  in  Re- 
publican politics,  has  declared  himself 
for  Mr.  Connally.)  — Tom  Wicker 

Time  Magazine  Poll 

(August  1978) 

Is  it  time  to  put  Chappaquiddick  aside 
and  nidge  Kennedy  by  what  he  has  done 
since?  Percentage  of  those  who  say  yes: 
Democrats    Republicans  Independents 
86%  68%  81% 

If  the  Democratic  Convention  were 
held  today,  whom  would  you  prefer  as 
the  party's  nominee? 

Democrats  Independents 
Kennedy  49%  33% 

Carter  21%  20% 

Brown  19%  26% 

Hit  Show 

Immigration  is  America's  seal  of  suc- 
cess. Forget  for  a  moment  the  anointed 
nay-sayers,  the  federally  funded  Cassan- 
dras,  the  boys  who  pile  up  foundation 
grants  by  predicting  the  imminent  demise 
of  industrial  society,  the  editorial  writers 
whose  status  in  the  media  depends  on  the 
quality  of  their  pessimism,  the  whole  my- 


God-we're-going-down-the-drain  chorus, 
and  remember  this  simple  truth:  This 
cou  ntry  is  a  success,  in  the  same  way  that  a 
Broadway  show  is  a  success.  People  are 
lined  up  at  the  box  office  for  tickets  of 
admission.  In  the  Soviet  Union  they  are 
lined  up  to  get  out,  and  if  they  can't  buy  a 
ticket  they'll  go  down  a  fire  escape  or  jump 
out  the  window. 

— Ted  Morgan, 
On  Becoming  American 

Sporting  Comment 

In  1 930  [Babe  Ruth  ]  signed  a  contract  for 
$80,000,  which  was  $5,000  more  than  the 
salary  of  the  President  of  the  United 
States.  One  of  the  enduring  legends  of 
baseball  holds  that  when  Ruth  was  asked 
to  justify  earning  more  than  President 
Hoover,  he  replied  reasonably,  "Why  not? 
I  had  a  better  year  than  he  did." 

— Joseph  Thorndike  Jr., 
The  Very  Rich 

Low  Blow 

Jaws  2,  a  sequel  so  bad  that  it's  below 
reproach,  grossed  $49,299,000. 

—Vincent  Canby,  New  York  Times 

Our  Excursion 

It  is  possible  that  the  final  desert  will 
not  achieve  total  dominion  over  the  con- 
tinents until  several  billion  years  have 
passed — by  which  time  humans  would 
long  have  ceased  to  populate  the  planet. 


Drawing  by  Joe  Mirachi;  E  1979  The  New  Yorker  Magazine.  Inc. 


For  the  moment,  we  can  only  be  struck 
by  the  tenacity  of  life  against  terrible 
odds.  Perhaps  5  billion  years  from  now, 
when  the  history  of  our  earth  has  been 
completed,  it  will  be  apparent  that  the 
movement  of  living  organisms  out  of  the 
shelter  of  the  oceans  onto  the  continents 
was  only  a  brief  excursion. 

— Uwe  George, 
In  the  Deserts  of  This  EartH 

No  Quarrel  with  $3  Billion 

Our  fourth-largest  investment  is  Inter 
national  Business  Machines  Corp.  with  a 
market  value  of  close  to  $900,000.  At 
year-end  we  owned  3,000  shares  which 
will  soon  become  12,000  shares.  One  ofl 
our  directors,  Mr.  William  C.  Messinger 
[CEO  of  Rexnord]  was  instrumental  in 
having  us  make  this  investment,  but  we 
note  in  passing  that  it  has  not  done  aa 
well  for  us  as  Rexnord,  Inc.  On  the  other 
hand,  who  can  quarrel  with  a  company 
that  earned  $3,110,568,000  in  1978? 

— George  M.  Chester,  president, 
Wisconsin  Securities  Co. 
of  Delaware  Annual  Report 


Middle  age  can  be  defined  as> 
that  period  that  stretches  from 
dune  buggy  to  wheelchair. 

— novelist  Herbert  Golo 


Should  Universities 
Boycott? 

If  we  wish  to  preserve  our  indepen- 
dence, we  should  remember  that  society, 
respects  the  freedom  of  academic  insti- 
tutions only  because  it  assumes  that  they 
will  devote  themselves  to  the  academic 
pursuits  for  which  that  freedom  was  ex- 
tended. Universities  that  violate  this  so- 
cial compact  cannot  expect  to  remain 
free  of  outside  interference  if  they  insist 
on  arrogating  to  themselves  the  right  t( 
use  economic  leverage  to  influence  the 
activities  of  others.  Universities  should 
look  with  suspicion  at  proposals  to  par- 
ticipate in  boycotts  or  other  forms  o 
economic  pressure. 

—Derek  C.  Bok,  president, 
Harvard  University 

Why  Retire? 

Mr.  [Maxwell]  Geffen  [chairman  o] 
Family  Health  |  said  he  isn't  interested  n 
moving  south  and  retiring.  "I'm  still  A 
New  York  boy,"  he  said.  Asked  why  al 
82  he  continues  at  his  unrelenting  pace 
Mr.  Geffen  said,  "At  this  age,  my  wife 
doesnt  want  me  at  home 

— Bernice  Kanner 
Advertising  Agq 
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BARCLAYS  BANK  HELPS 
NINA  RICCI  BRING 
THE  FRENCH  STYLE  TO  JAPAN 


Barclays  Bank  International  has 
a  long  tradition  of  special  and 
personal  service  to  entrepreneurial 
family  businesses  such  as  Parfums 
Nina  Ricci  of  Paris. 

We  help  them  expand  their 
business  internationally,  whilst 
understanding  and  respecting  their 
individuality. 

Within  the  twenty  years  that 
Nina  Ricci  have  banked  with 
Barclays  in  Paris,  they  have  become 
a  world  leader  in  perfumes. 
Throughout,  they  have  maintained 


their  character  as  a  family  business. 
They  have  also  retained  their 
freedom  of  action . . .  and  their 
Frenchness . . .  and  their  style. 

Today,  Nina  Ricci  have  success- 
fully introduced  their  world-famous 
fragrances  into  fashion  conscious 
Japan,  and  into  the  United  States 
and  Australia. 

We  can  help  your  company  in  all 
these  countries  because  we  have 
our  own  people  and  our  own 
branches  worldwide  where  they  are 
needed  for  international  business. 


We  can  help  in  Paris,  Tokyo, 
New  York  and  Sydney.  In  Buenos 
Aires  and  Frankfurt.  And  in  Toronto, 
Sao  Paulo  and  Dubai... 

The  Barclays  International 
group  is  in  more  than  75  countries. 
In  all  five  continents. 

We  help  most  of  the  world's 
successful  international  companies. 
Somewhere  there  is  a  market  where 
we  can  help  you. 


BARCLAYS 
International 


Over  90  Barclays  offices  in  North  America.  Corporate  enquiries  will  be  welcomed  by: 

Vice  President,  Corporate  Business  Development,  Barclays  Bank  International,  200  Park  Avenue,  New  York,  NY  10017.  Telephone  (212)  687  8030. 
Senior  Vice  President,  International  Banking,  Barclays  Bank  of  California,  111  Pine  Street,  San  Francisco,  California  94111.  Telephone  (415)  981 8090. 
Vice  President,  International  Banking,  Barclays  Bank  of  California,  2971  Wilshire  Boulevard,  Los  Angeles,  California  90005.  Telephone  (213)  385  1501. 
Barclays  Canada  Limited,  Suite  3505,  Commerce  Court  West.Toronto,  Ontario  M5L  1G2.  Teleph  one  (416)  862  0594. 


Nothing  performs 
like  a  Saab. 


ifrt  Hfl<~^~%  !heworld 

v — KM«  I  I  L^^y^^y  of  cars  is 
quickly  becoming  a  world  of  sameness. 
Opportunities  to  drive  a  thoroughly 
unique  automobile  are  few  and  far 
between.  Unless  you  own  the  new  Saab 
900  Turbo  5-door.  its  combination  of 
performance,  appointments,  and  sedan 
convenience  are  unparalleled. 
The  performance  car  perfected. 

At  the  heart  of  this  excitement  is  the 
Saab  turbo  engine.  Saab  engineers  took 
the  kind  of  power  that  dominates  the  big 
race  tracks  like  Indianapolis  and  LeMans 
and  harnessed  it  to  work  at  everyday 
driving  speeds.  They  did  this  by  designing 
a  turbocharging  system  that  puts  out  more 
torque  at  lower  engine  speeds.  So  when 
you  have  to  pass,  or  merge  into  fast 
moving  traffic,  there's  an  incredible  surge 
of  power  at  your  disposal. 

A  feel  for  the  road. 

In  addition  to  having  extraordinary 
power,  the  new  Saab  Turbo  is  uniquely 
equipped  to  control  it.  A  longer  wheelbase, 
new  suspension  geometry  and  front  wheel 
drive  give  the  car  cat-like  agility-even  on 


rain,  snow  and  ice.  Bilstein  gas  shocks  and 
rack  and  pinion  steering  help  you  cling  to 
the  road.  Power-assisted  4-wheel  disc 
brakes  help  the  Michelin  TRX  radial 
tires  come  to  smooth,  sure  stops. 
Sports  car  excitement/ Sedan  comfort. 

The  new  Turbo  5-door  is  one  of  the 
few  true  sports  sedans  in  the  world.  It  will 
carry  a  family  of  five  in  style  and  comfort. 
The  interior  is  of  soft  velour.  Front  seats 
are  fully  reclining  and  heated.  Air 
conditioning,  power  steering,  and  sliding 
steel  sunroof  are  standard.  The  driver 
faces  a  handsome  new  instrument  panel 
where  all  controls  are  located  in 
specialized  zones.  The  field  of  vision  is 
ideal. 

Engineered  in  Sweden,  this  is  truly  a 
car  in  a  class  by  itself.  For  convenience, 
excitement,  and  sheer  driving  pleasure, 
nothing  performs  like  a  Saab  Turbo 
5-door. 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 

The  Glenlivet 

Unchanged  since  1824. 


THE  TASTE  BEYOND 
PREMIUM  SCOTCH 
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\Europeans  and  Japanese  scold  the  U.S.  for  flooding  the  world  with 
\dollars,  but  the  critics  are  as  much  a  cause  of  the  problem  as  they  are 
^victims  of  it.  As  a  result,  a  get-tough  mood  is  rising  in  the  U.S. 


Is 

free  trade 
dead? 


By  Lawrence  Minard 


merica's  trade  deficit  was  hitting  30%  of  our  exports. 
Cheap  imports  were  killing  U.S.  businessmen.  The 
dollar  was  shaky.  A  tough  Treasury  Secretary  put  his 
case  to  the  House  of  Representatives: 

"The  embarrassments  which  have  obstructed  the  progress  of 
ur  external  trade  have  led  to  serious  reflections  on  the  neces- 
ity  of  enlarging  the  sphere  of  our  domestic  commerce.  .  .  . 
he  regulations  of  several  countries,  with  which  we  have  the 
ost  extensive  intercourse,  throw  serious  obstructions  in  the 
ay  of  the  principal  staples  of  the  United  States." 
The  year  was  1791;  our  trade  deficit,  a  crushing  $8  million; 
nd  the  tough  Treasury  Secretary  was  Alexander  Hamilton, 
ubmitting  his  famous  Report  On  Manufactures  to  the  Second 
ongress.  Hamilton  argued  for  tax  breaks  and  subsidized  loans 
or  U.S.  producers,  quotas  and  duties  on  foreign  imports.  If  that 
niversity  of  Glasgow  moral  philosopher  Adam  Smith's  free- 
rade  prescriptions  would  benefit  England  at  the  expense  of 
merica,  well,  Adam  Smith's  economics  be  damned! 
History  does  not  repeat,  but  it  does  provide  analogies.  Our 
rading  partners  are  swamping  us  with  their  exports,  throwing 
p  barriers — some  visible,  some  invisible — to  our  goods.  At 
34  billion,  our  trade  deficit  last  year  was  the  worst  ever. 
Petroleum,  of  course,  is  at  the  root  of  the  problem.  The  U.S., 
country  that  never  lived  by  trade,  is  suddenly  having  to 
mport  huge  amounts  of  oil,  probably  to  the  tune  of  over  $50 
billion  this  year  alone.  What  makes  the  petrocrisis  worse  for 
|he  U.S.  than  for  some  other  countries  is  precisely  that  they 
pre  solving  their  own  petroproblems  at  U.S.  expense,  earning 
ollars  here  to  pay  the  Arabs. 
I  Congress,  helpless  to  do  much  about  OPEC,  is  beginning  to 
i;et  angry  about  other  industrial  countries. 

Listen  to  Senator  Lloyd  Bentsen  (D-Tex.),  chairman  of  the 
wwerful  Joint  Economic  Committee  whose  members  recently 
upported  the  prospect  of  using  unilateral  sanctions  against 
countries  that  run  high  trade  surpluses  against  the  U.S.: 

"For  too  long  we've  negotiated  for  the  country  on  trade 
natters  with  90%  of  our  decisions  based  on  geopolitical  objec- 
Ives  and  10%  on  economic  self-interest.  We  thought  we  were 
io  wealthy.  But  that  day  is  past.  It's  time  for  us  to  do  some  very 
ough,  pragmatic  dealing  that  asks  the  question:  What's  in  this 
or  the  United  States?" 

Representative  Charles  Vanik  (D-Ohio),  chairman  of  the 
louse  Subcommittee  on  Trade: 
"Free  trade  per  se,  with  no  restraints,  has  a  very  small 
onstituency  in  Congress.  I  think  we're  pretty  close  to  setting 
n  import  surcharge.  We  ought  just  to  say:  When  the  U.S. 
leficit  gets  to  a  certain  point,  the  surcharge  goes  on,  and  let  the 
)ther  countries  worry  about  how  to  get  it  in  balance.  That's 
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After  years  of  snowballing  trade 
deficits,  U.S.  politicians  are  ready 
to  boost  exports,  curb  imports. 
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the  only  way,  frankly,  of  dealing  with  the  Japanese.  You  maj 
call  this  protectionistic,  but  we've  got  to  tell  them,  our  tradin; 
partners,  'Listen,  trade  has  got  to  be  mutual!'  " 

Senator  Abraham  Ribicoff  (D-Conn.),  chairman  of  the  Sen| 
ate  Subcommmittee  on  International  Trade: 

"Congress  feels  that  every  country  is  doing  a  number  on  ui 
to  their  advantage.  I  believe  in  international  trade,  but  we  mus 
now  do  everything  we  can  to  encourage  U.S  exports  an^ 
improve  our  trade  position  in  the  world." 

President  Carter's  Special  Trade  Representative,  Ambassa 
dor  Robert  Strauss,  hears  the  message.  Strauss  had  been  lean 
ing  on  Japan  to  open  its  $3.5  billion-a-year  Nippon  Telephon* 
&  Telegraph  procurements  contracts  to  foreign  bidders 
American  manufacturers  of  high-value-added  telecommunica 
tions  equipment  would  have  been  major  beneficiaries.  But  lat 
in  March,  Japan's  chief  negotiator,  Nobuhiko  Ushiba,  in) 
formed  Strauss  that  Japan  would  open  up  only  $600  million  o 
so  of  NTT's  contracts — and  even  then  foreigners  would  b 
allowed  to  bid  only  on  such  low  value-added  "telecommunica 
tions  equipment"  as  steel  telephone  poles.  Strauss  broke  of 
talks  with  Ushiba  on  the  issue — which  means  that  Japai 
cannot  bid  on  the  $10  billion  or  so  in  U.S.  government  con 
tracts  that  Strauss  is  opening  to  bids  from  our  other  tradin 
partners  in  return  for  some  $19  billion  worth  from  them.  Say 
a  top  Strauss  assistant,  Vincent  Clephas,  "We  told  the  Japanesi 
to  stuff  it.  We  weren't  going  to  take  such  a  ridiculously  bad  dea 
as  they  were  offering  to  Congress." 

Says  John  B.  Condliffe,  emeritus  professor  of  economic 
at  the  University  of  California,  Berkeley  and  a  longtim 
advocate  of  liberal  U.S.  trade  policy: 
"We've  been  milked.  We  should  demand  more  of  Japan  ant 
Germany.  Europe's  protectionism  is  a  ghastly  farce  that  is  no 
only  hurting  the  U.S.  but  killing  many  little  countries." 

Neoprotectionism?  You  can  call  it  that.  Or  you  can  loo 
deeper. 

The  U.S.  always  has  had  its  protectionists,  but  in  recen 
years  they  have  been  neither  numerous  nor  politically  an< 
intellectually  respectable.  The  chorus  above  shows  clearly  tha 
times  have  changed.  It  is  not  that  free  trade  has  becom 
unpopular,  but  a  perception  has  developed  that  the  U.S.  i 
practicing  it  while  our  trading  partners  are  giving  only  li 
service  to  it.  If  the  Germans  and  Japanese  and  Taiwanese  ar 
swamping  us  with  goods,  it  is  not  simply  because  their  work 
ers  are  more  virtuous  and  harder  working  than  ours,  bu 
because  we  have  opened  our  markets  wide  to  their  product 
while  they  have  been  less  generous  to  us. 

For  years  now  Americans  have  listened  patiently,  eve] 
ashamedly,  while  Germans,  Swiss,  Japanese  and  French  ex) 
perts  lectured  us  to  "put  our  house  in  order" — and  we  hav 
said,  "mea  culpa."  Suddenly  Americans  are  saying:  "Ourhous 
is  just  as  orderly  as  yours,  but  our  doors  are  too  wide  open." 

"We  are  saying,"  says  Representative  Vamk,  "that  we'v 
reached  the  limit  of  tolerance." 

Has  the  U.S.  been  had?  It  seems  so.  Look  at  some  recen 
balance  of  trade  numbers  from  the  Commerce  Department' 
"adjusted"  merchandise  trade  accounts. 

In  1970  trade  among  the  industrial  nations  was  pretty  mud 
in  balance.  Japan  ran  a  small  $400  million  surplus,  Germany 
$4.3  billion  surplus.  France's  and  Britain's  deficits  ($1  billioi 
and  $2.5  billion,  respectively)  and  OPEC's  $7.6  billion  surplu 
were  all  perfectly  manageable.  The  U.S.  surplus  was  just  $80i 
million,  almost  perfectly  balanced. 

Then  came  OPEC's  $100  billion  tax  on  oil  users.  The  worl 
economy  snapped.  By  1974  Japan  and  France  were  each  in  th 
hole  by  $7  billion.  Britain's  manageable  $2.5  billion  defici 
became  an  ugly  $16  billion  one.  Only  Germany  escaped;  it 
surplus  climbed  to  over  $  1 9  billion,  partly  achieved  by  steppin 
up  exports  to  the  U.S. 

Since  1974  the  trade  account  of  each  of  the  above  countries  sav 
the  U.S.  has  improved  substantially.  Last  year  Germany  had  a  $2t 
billion  surplus;  Japan,  a  $19  billion  surplus.  Britain's  deficit  ha 
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Professor  SemmeVs  finding:  that 
nations  adopt  free  trade  when  it 
helps,  and  drop  it  when  it  hurts. 


receded  to  $7  billion,  France's  to  $5  billion. 

The  U.S.  got  stuck.  Its  deficit  has  more  than  tripled,  to  $34 
billion.  Has  the  U.S.  alone  among  the  oil-importing  nations 
failed  to  "put  its  house  in  order"?  Have  inflation,  declining 
productivity,  high  labor  costs  and  huge  federal  deficits  com- 
bined to  render  American  goods  noncompetitive  in  world 
markets?  In  part,  perhaps,  but  only  in  part.  The  simple  fact  is 
that  the  other  developed  nations  have  financed  their  petrodefi- 
cits  largely  by  exporting  to  the  U.S.  The  Arabs  have  handed 
them  a  padded  bill  and  they  have  stuck  the  U.S.  with  it. 

Isn't  the  sinking  dollar  supposed  to  right  our  trade  imbal- 
ance? Ideally,  yes.  Unfortunately,  practical  politics  have  cor- 
rupted this  economic  adjustment  mechanism.  Through  such 
exchange  controls  as  intervention  by  the  central  banks,  Ger- 
many and  Japan  refuse  to  allow  the  deutsche  mark  and  yen  to 
become  true  international  reserve  currencies,  and  so  ease  the 
strain  on  the  dollar.  Relatively  illiquid  markets  in  the  hard 
currencies  further  sap  the  dollar's  strength.  As  the  dollar  falls, 
U.S.  inflation  rises  faster  than  abroad,  making  U.S.  goods  less 
competitive.  The  recent  weakness  of  the  Japanese  yen  vis-d- 
vis  the  dollar  owes  far  more  to  Japan's  vulnerability  to  rising  oil 
prices  than  it  does  to  any  lag  in  Japanese  exports  or  genuine 
increases  in  Japanese  imports.  Currency  changes  simply  do  not 
work  in  practice  the  way  they  do  in  theory. 

On  top  of  it  all,  America's  competitors  would  rather  cut 
profit  to  the  bone  than  lose  U.S.  market  share. 

"If  you  take  the  world's  trade  deficit  with  OPEC,"  explains 
the  venerable  Edward  M.  Bernstein,  the  Washington,  D.C. 
economist  often  asked  to  testify  before  Congress,  "you'll  see 
that  about  three-fourths  of  it  is  accounted  for  by  the  U.S.' 
deficit.  So  you  see,  our  trading  partners  are  shifting  their  oil 
aily tha  deficits  back  on  to  us.  They  see  us  as  the  leaders  of  the  Free 
World,  the  lender  of  last  resort,  the  employer  of  last  resort — 
we're  everything  to  them,  you  see.  They  get  scared,  and  run 
excessively  cautious  fiscal  and  monetary  policies  and  count  on 
maintaining  their  levels  of  employment  and  output  by  export- 
ing to  us,  or  some  other  region." 

But  mostly  to  the  U.S.  Last  year  the  U.S.  deficit  with  OPEC 
actually  dropped  by  $4  billion  and  we  ran  a  $3  billion  surplus 
with  the  Communist  World.  Yet  the  U.S.'  overall  trading 
(deficit  climbed  by  $3  billion.  The  surpluses  run  against  us  by 
c  jGermany  and  Japan  kept  climbing,  while  our  surpluses  against 
w  countries  like  France  and  Britain  fell. 

have  told  Congress,"  says  Bernstein,  "that  I  have  no  objec- 
tion to  using  our  budget  deficit  to  offset  deficiencies  in 
domestic  demand.  But  I  don't  see  why  we  should  use  our 
udget  to  offset  unemployment  in  Japan  and  Germany  and 
lerecfl  these  other  countries,  which  is  exactly  what  we're  doing  when 
we  let  them  swamp  us  with  their  goods." 
How  did  the  U.S.,  once  among  the  most  protectionist  of 
ations,  get  to  this  pass?  The  causes  are  rooted  deep  in  history, 
o  back  to  1940.  War  is  destroying  Europe.  The  U.S  has  begun 
hutting  off  Japan's  oil  supplies,  but  Pearl  Harbor  is  still  a  year 
way.  A  former  League  of  Nations  official,  Berkeley's  John 
>v  Condliffe,  publishes  his  optimistically  titled  work,  The  Recon- 
struction of  World  Trade.  Hoping  for  a  German  defeat,  Condliffe 
concludes: 

"There  can  be  no  restoration  of  multilateral  trade  unless  the 
init  United  States  is  prepared  to  accept  the  position,  proper  to  a 
I  *reat  creditor  nation,  of  receiving  a  volume  of  imports  much  in 
p^pxcess  of  its  exports.  .  .  .  The  United  States  must  be  prepared 
:o  accept  and  welcome  heavy  imports  .  .  .  even  if  the  competi- 
ion  is  destructive,  as  it  must  be,  of  some  sheltered  American 
ndustries." 

Americans  heard  the  message.  In  part  out  of  charity,  in  part 
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out  of  an  enlightened  self-interest  in 
world  stability,  the  U.S.  offered  the 
$17  billion  (then  a  staggering  sum) 
Marshall  Plan  to  rebuild  Europe;  and  a 
$2.3  billion  budget  for  Douglas  Mac- 
Arthur  to  do  likewise  for  Japan.  The  

U.S.  has  spent,  since  1948,  nearly  $2  trillion  to  defend  these 
areas  (and  us)  against  all  manner  of  real  and  imagined  threats  to 
democracy;  even  today  Germany  and  Japan  spend  3%  and  1%, 
respectively,  of  their  GNPs  on  defense,  whereas  the  U.S. 
spends  about  5%. 

When  the  foreign  economies  were  again  producing,  the  U.S 
gladly  held  open  its  market  for  their  surplus  production.  Access 
to  our  vast,  wealthy  markets — our  market  power — helped  to 
keep  peace.  To  finance  it  all,  the  U.S.  dollar  was  held  artificial- 
ly high  to  assure  the  competitiveness  of  foreign  goods. 

"We  used  American  taxpayers'  money  to  build  those  plants 
in  Germany  and  Japan,"  says  Ohio's  Representative  Vanik. 
"And  I  think  we  now  owe  our  industry  a  relief  for  a  reasonable 
period  of  time  to  develop  new  technology  and  rebuild  itself." 

By  contrast,  our  trading  partners  always  have  been  tough 
with  their  trading  partners.  The  gimmicks  are  countless.  Japan 
prohibits  foreign  cigarette  manufacturers  from  advertising  in 
Japanese  language  publications;  this  is  on  top  of  350%  ciga- 
rette tariffs.  When  Japan  protected  its  long-oppressed  buraku- 
min  leather-and-butchering  workers  by  slapping  huge  tariffs  on 
Italian-made  plastic  ski  boots  a  few  years  back,  Italy  immedi- 
ately retaliated  by  limiting  imports  of  Japanese  motorcycles  to 
1,000  a  year.  When  European  Common  Market  rules  required 
Italy  to  take  French-made  yogurt,  Italian  border  guards  stopped 
the  yogurt  trucks  at  the  border  until  the  expiration  date 
passed — and  then  gladly  let  them  cross. 

A friend  of  mine,  Japan's  former  representative  to  the 
International  Monetary  Fund,  fell  in  love  with  his  Ford 
Mustang  and  decided  to  take  it  home  with  him,"  recalls 
economist  Bernstein.  "It  took  him  over  a  year  to  get  it  through 
customs.  And  he  was  a  Japanese  official!" 

The  unpleasant  truth  is  that  free  trade  has  never  existed  as 
an  absolute.  Over  the  centuries,  the  trend  has  moved  back  and 
forth  between  more  and  less  of  it,  but  there  have  always  been 
compromises.  When  Japanese  and  Europeans  accuse  the  U.S. 
of  being  protectionist  even  today,  they  can  cite  ample  evi- 
dence. The  U.S.  Multifiber  Agreement  of  1974  limits  growth  of 
textile  imports  to  6%  per  year.  There  are  subsidized  loans  and 
outright  grants  to  American  shipyards.  Tariffs  on  imported 
aircraft  and  parts  range  from  5%  to  17%;  imported  butter  is 
virtually  outlawed.  After  the  fashion  of  Utah's  great  beet-sugar 
protectionist  and  Senate  Finance  Committee  Chairman  (and, 
uniquely,  a  polygamist)  Reed  Smoot,  cosponsor  of  1930's  disas- 
trous Smoot-Hawley  Tariff  Act,  today's  Senate  Finance  Com- 
mittee Chairman  Russell  Long,  from  the  sugar  state  of  Louisi- 
ana, is  pushing  a  bill  that  would  protect  U.S.  sugar  producers  at 
a  cost  of  some  $2  billion  to  U.S  consumers. 

The  fact  is,  however,  that  in  dollar  terms  our  protectionism 
is  far  less  formidable  than  that  of  any  other  major  power.  U.S. 
protectionism,  moreover,  has  existed  largely  because  of  the 
political  power  of  particular  groups — farmers,  apparel  workers, 
shipbuilders.  It  has  not  had  the  broad,  institutional  focus  that, 
say,  Japanese  protectionism  has.  On  the  contrary,  the  U.S.  has 
granted  the  favor  of  its  rich  market  to  anyone  it  wanted  to 
please  or  protect  with  little  regard  to  the  economic  conse- 
quences. Listen  to  this  congressional  staffer: 

"Last  November  I  toured  Asia  with  some  congressmen.  We 
were  in  Taiwan,  which  runs  a  deficit  of  around  $3  billion  with 
Japan,  and  a  $3  billion  surplus  against  us.  A  few  of  us  started  in 
asking  them  what  they  planned  to  do  about  that  surplus.  In 
mid-sentence  the  military-minded  congressmen  started  telling 
the  Taiwanese  how  great  it  was  that  they  have  a  strong 
economy,  and  how  grateful  we  are  that  they  aren't  communist, 
and  what  a  fine  example  Taiwan  gives  to  the  other  developing 
countries.  They  cut  the  ground  right  out  from  under  us." 
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The  U.S.  experience  with  its  most  important 
trading  partners  last  year  wasnt  all  bad.  In- 
deed, with  the  biggest,  the  Common  Market 
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bloc  and  Canada,  exports  and  imports  were 
manageable.  Even  against  the  oil-rich  Middle 
East,  the  deficit  wasnt  horrendous. 
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Africa  (not  Including  South  Africa) 


Nevertheless,  the  deficits  added  up.  For  all  of     billion,  the  biggest  U.S.  deficit  in  its  history, 
1978,  imports  exceeded  exports  by  some  $28     and  1979  may  be  worse  still. 

Source:  Summary  of  U.S.  txport  and  Import  Merchandise  Trade.  Bureau  of  Census. 
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Were  not  for  Hamilton  and 
against  Smith,  but  saying  it's  time 
to  use  our  weapon,  Market  Power 

The  staffer  continues: 

"We  were  in  France  just  before  the  March  [1978]  elections, 
studying  some  of  the  things  the  French  do  to  keep  American 
textiles  and  apparel  goods  out  of  their  market.  One  day,  an 
American  official  says  to  me:  'Listen,  don't  worry  about  those 
transshipments.  Otherwise  every  French  worker  will  vote 
socialist  or  communist  in  the  election.  .  .  .  ' 

"But  the  Japanese  are  the  worst.  They  troop  over  here  and 
raise  the  specter  of  anti-Americanism  and  their  turning  away 
rrom  us.  And  I  wonder:  Where  are  they  going  to  turn  to?" 

What  this  young  staffer  is  saying  is  that  the  Marshall  Plan 
and  MacArthur  plan  mentalities  die  hard.  Social  and 
political  attitudes  have  a  way  of  outlasting  the  underly- 
i  ng  forces  that  gave  birth  to  them.  The  big-brother-little-brother 
!  30Sture  in  regard  to  our  trading  competitors  is  one  such  anachro- 
i  lism.  What  foreigners  have  imperfectly  grasped  is  that  the  old 
S  .dea  is  losing  its  grip — and  not  because  Americans  are  selfish  or 
^responsible,  but  because  they  are  realistic. 

A  turning  point  in  American  attitudes  involved  the  Great 
i  apanese  Color  TV  Mystery,  a  real-life  story  of  commercial  and 
Drobably  political  intrigue  involving  billions  of  dollars  and  the 
oss  of  around  60,000  U.S.  jobs.  Here's  the  story,  as  told  by  John 
[.  Nevin,  chairman  of  Zenith  Radio  Corp.: 

In  1968  American  color  TV  makers  complained  to  the  U.S. 
Treasury  that  Japanese  makers  were  dumping  (that  is,  selling 
lere  for  less  than  at  home)  their  color  TV  sets  on  the  U.S. 
narket.  Two  years  and  nine  months  (and  millions  of  sets) 
ater,  Treasury  agreed  there  had  been  dumping.  The  U.S.  Anti- 
lumping  Law  of  1921  says  that  no  penalties  can  be  imposed 
iritil  after  a  finding  has  been  made;  during  the  33  months  it 
ook  Treasury  to  reach  its  verdict,  Japan's  share  of  the  U.S.  TV 
narket  climbed  from  11%  to  18%,  penalty  free. 

In  March  1971  Treasury  did  begin  assessing  fines.  But  a  year 
ater  an  odd  thing  happened:  "In  March  1972  Treasury  stopped 
j< ill  assessments,"  says  Nevin.  "They  stopped  them  cold." 
Amy?  Nevin  has  his  suspicions: 

"There  are  two  leading  rumors.  First,  that  the  Japanese  made 
in  enormous  campaign  contribution  to  Nixon  through  Stans; 
nit  no  one  is  going  to  track  that  one  down.  Second,  that  Nixon 
;vas  having  trouble  in  the  South,  and  traded  off  textile  protec- 
ion  at  the  expense  of  U.S.  TV  makers.  .  .  .  You  know,  there  are 
1.3  million  workers  in  textiles,  clothing  and  apparel,  and  they 
;enerally  fend  pretty  well  for  themselves  politically." 

Four  years  later,  in  1976,  the  U.S  International  Trade  Com- 
nission  got  back  into  the  act.  But  the  ITC's  action  miffed  the 
J.S.  Treasury.  In  September  ITC  Chairman  Will  E.  Leonard 
eceived  a  rambling  letter  from  then-Treasury  Secretary  Wil- 
iam  Simon.  "Treasury,"  wrote  Simon,  "has  traditionally  per- 
iormed  the  function  of  protecting  U.S.  industry  and  labor  from 
hese  international  unfair  trade  practices  and  the  intrusion  of 
|he  [International  Trade]  Commission  into  this  area  can  only 
pe  viewed  as  a  new  and  significant  nontariff  barrier  to  trade." 
p  other  words:  Mind  your  own  business. 
|  So,  Treasury  won,  but  the  TV  producers  lost.  Five  U.S.  TV 
liroducers  have  closed  up  shop  since  1970  and  laid  off  60,000 
ivorkers.  When  Treasury  finally  closed  the  bam  door,  the  horse 
iad  already  been  stolen.  Japanese  TV  set  dumping  fines  as- 
jessed  through  May  1977  amount  to  some  $400  million;  Ze- 
nith's Nevin  asserts  dumping  since  1977  will  result  in  an 
Idditional  $200  million  in  fines.  However,  fines  collected  come 
jo  less  than  $7  million  and  the  Japanese  now  have  23%  of  the 
jj.S.  market.  Separately,  four  grand  juries  have  been  convened 
jo  investigate  charges  of  Japanese  manufacturers'  rebates  dur- 
rig  the  mid-1960s  and  early  1970s.  Potential  civil  and  criminal 
enalties:  $1  billion. 


In  a  closed-door  meeting  last  De- 
cember with  Ohio's  Vanik,  Treasury 
General  Counsel  Robert  Mundheim 
tried  to  settle  the  uncollected  dump- 
ing penalties  mess  for  $50  million. 
Vanik  refused.  Over  $400  million 


in  fines  remain  to  be  collected,  and  Treasury  isn't  pushing. 

TV  sets  are  only  a  single  example.  Britain's  government 
subsidizes  its  sick  steel  industry  by  around  $1  billion  annually 
and  has  subsidized  financing  on  its  Rolls-Royce  jet  engines. 
France  has  plowed  over  $350  million  into  its  state-owned 
aircraft  company  SNIAS'  A-300  Airbus  program,  and  has  guar- 
anteed around  $5  billion  worth  of  shaky  debt  run  up  by  its 
beleaguered  steel  industry.  The  World  Bank  recently  lent  South 
Korea  $29  million  to  develop  a  semiconductor  industry.  Fran- 
ce's 33%  value-added  tax  on  cars — slapped  on  imports  but  not 
on  exports — means  a  Peugeot  selling  at  $10,700  in  Paris  costs 
just  $9,600  in  New  York.  Meanwhile,  a  $10,000  Eldorado  costs 
$24,000  in  Pans. 

Dismayed  at  U.S.  inability  or  unwillingness  to  break  down 
these  barriers,  impatient  with  the  Treasury's  and  State  Depart- 
ment's putting  political  objectives  ahead  of  economic  ones, 
Senator  Ribicoff  and  Senator  William  Roth  Jr.  (R-Del.)  last  year 
introduced  a  bill  "To  Establish  ...  a  Department  of  Interna- 
tional Trade  and  Investment."  The  bill  is  now  before  Congress 
and  has  picked  up  as  additional  cosponsors  Daniel  Moynihan 
(D-N.Y),  John  Heinz  (R-Pa.),  John  Danforth  (R-Mo.)  and  Dan- 
iel Inouye  (D-Hawaii).  The  bill  would  put  all  enforcement 
matters  in  the  hands  of  the  new  Secretary  for  Trade.  Says 
Ribicoff:  "Treasury  has  done  a  lousy  job  on  trade-related  mat- 
ters. The  State  Department  has  traded  off  our  trade  interests 
for  geopolitical  interests.  American  business  has  gotten 
screwed."  Ribicoff 's  new  department  would  be  an  American 
version  of  Japan's  Ministry  of  International  Trade  &  Industry 
(MITI),  Germany's  Bundesministerium  fur  Wirtschaft  or 
France's  Ministdre  de  Commerce  Exterieur. 

But  what  of  the  logic  behind  free  trade?  Didn't  we  all 
learn  in  Economics  I  that  if  each  nation  concentrated  on 
the  things  it  did  best,  the  whole  world  would  be  better 
off?  Let  the  U.S.  build  computers  and  jet  aircraft,  let  India 
weave  textiles,  Korea  make  shoes  and  Cubans  grow  sugar  cane. 
Indians  would  get  dependable  computers  at  a  reasonable  cost 
and  Americans  would  get  cheap  textiles,  shoes  and  sugar.  This 
is  the  iron  Law  of  Comparative  Advantage,  the  mechanistic 
intellectual  underpinning  of  history's  political  policies  of  free 
trade.  Forged  in  the  late  18th  and  early-to-mid-19th  centuries 
by  the  British  Empire's  Adam  Smith,  David  Ricardo  and  John 
Stuart  Mill,  this  law  says  the  world  will  benefit  most  if  nations 
specialize  in  those  goods  in  which  they  have  the  greatest 
relative  efficiency,  and  freely  trade  them  with  other  nations. 

Unfortunately,  this  "iron  law"  conflicts  directly  with  Benja- 
min Disraeli's  twin  observations:  "Free  trade  is  not  a  principle, 
it  is  an  expedient.  .  .  .  Protection  is  not  a  principle,  but  an 
expedient."  The  British,  the  Germans,  the  Japanese,  the 
French,  far  more  than  the  Americans,  temper  their  Adam 
Smith  with  a  good  mixture  of  Disraeli.  Economist  Edward 
Bernstein,  who,  as  one  of  the  architects  of  the  Bretton  Woods 
agreement,  knows  a  thing  or  two  about  realpolitik,  puts  it  this 
way:  "Let's  accept  that  the  Japanese  are  very  efficient.  But  by 
the  definition  of  comparative  advantage  a  nation  can't  have  a 
comparative  advantage  in  everything.  Yet  the  Japanese  can 
outsell  us  in  steel,  in  ships,  in  TV  sets,  in  automobiles,  in 
business  machines.  That  can't  be  comparative  advantage. 
That's  dumping." 

A  few  years  ago  Bernard  Semmel,  professor  of  history  at  The 
State  University  of  New  York  at  Stony  Brook,  set  out  to 
discover  how  free-trade  ideology  took  hold  in  Britain  in  the 
19th  century.  Semmel's  basic  finding  is  printed  in  his  fascinat- 
ing book,  Tlx  Rise  of  Free  Trade  Imperialism  (Cambridge  Press, 
1970):  It  is  that  nations  hold  to  free  trade  when  it  benefits 
them.  They  drop  it  when  it  hurts  them. 
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Bob  Strauss  is  a  natural  to  negoti- 
ate U.S.  trade  interests:  smart, 
tough,  a  consummate  politician. 


Robert  S.  (for  Schwarz)  "Bob"  Strauss,  U.S.  Spe- 
cial Trade  Representative,  is  a  hefty  man  with 
as  much  energy  and  as  little  inhibition  as  a  wet 
Labrador  retriever.  Strauss  has  spent  the  last  two  years 
slapping  the  backs  and  twisting  the  arms  of  America's 
trading  partners  in  the  87-member-country  General 
Agreement  on  Tariffs  &  Trade,  trying  to  get  them  to 
sign  the  complex  Multilateral  Trade  Negotiation  (MTN) 
agreement.  The  MTN  will  probably  be  voted  on  by 
Congress  late  this  summer;  and  approval  is  expected — 
in  part  because  Strauss  has,  on  paper  at  least,  wrung 
some  valuable  concessions  for  America.  Among  the 
beneficiaries: 

•  U.S.  farmers:  Strauss  granted  concessions  on  $2.5 
billion  in  imported  agricultural  goods,  but  won  conces- 
sions on  $3.8  billion  worth  of  U.S.  farm  exports,  mainly 
rice,  citrus  fruit,  beef,  nuts,  leaf  tobacco  and  poultry. 
And  Strauss  toughened  the  rules  against  using  export 
subsidies  to  gain  market  share  at  another  country's 
expense.  Explains  Susan  Schwab,  a  Strauss  aide:  "It's  an 
insurance  policy." 

•  U.S.  aerospace  firms  and  suppliers:  Strauss  won 
insurance  for  them,  too,  by  banning  future  tariffs  on 
civilian  aircraft  and  parts  and  eliminating  such  aircraft 
sales  gimmicks  as  tying  purchase  to  landing  rights  or 
uranium  processing.  These  gains  could  form  strong 
protection  for  interests  of  American  aerospace  compa- 
nies, which  currently  have  some  85%  of  the  world 
market.  However,  he  couldn't  do  much  on  such  basic 
indirect  subsidies  as  government  ownership,  which  is 
helping  the  European  aircraft  consortium  to  take  substan- 
tial hunks  out  of  Boeing's  hide  in  the  airbus  market. 

•  Eastman  Kodak:  Strauss'  staff  coerced  Japan  into 
lowering  its  duty  on  imported  color  film  from  16%  to 
4%,  about  equal  to  U.S.  imported  film  duties. 

There  were  defeats,  too — Japan's  refusal  to  open  its 
government  procurement  contracts  being  a  major  one 
[see  story).  And  there  are  nagging  doubts  whether 
Strauss'  new  rules  will  be  enforced.  Says  Strauss,  60,  and 
anxious  to  leave  Washington:  "I've  never  said  that  what 
I'm  doing  will  solve  our  trade  problems.  The  MTN  is 
only  a  first,  immediate,  necessary  step  that  will  enable 
us  to  solve  the  problems  over  the  next  five  or  ten  years. 
We've  now  got  to  develop  an  export  thrust." 

But  Congress  isn't  likely  to  wait  if  foreign  govern- 
ments continue  to  use  nontariff  barriers  and  disguised 
subsidies  to  export  their  unemployment.  — L.M. 


Semmel:  "These  statesmen  [the  Earl  of  Shelburne,  Williarr 
Pitt  and  William  Eden|  were  attracted  to  free  trade  not  becaus^ 
of  impartial  scientific  considerations  or  because  of  cosmopoh 
tan  inclinations  .  .  .  but  because  they  believed  that  such  i 
policy  would  redound  to  Britain's  great  economic  bene 
fit.  ..."  Alexander  Hamilton  understood  this. 

England's  free-trade  policy  helped  bring  her  down.  She  die 
not  attempt  to  protect  her  economy  until  the  1930s.  "And  b> 
then,"  Semmc'l  told  Forbes,  "it  was  too  late." 

Like  Princeton's  Sir  Arthur  Lewis  (Forbes,  Mar,  19),  Semme 
does  not  think  that  the  U.S.  is  headed  inexorably  down  Eng 
land's  path.  "We  are  perhaps,"  Semmel  says,  "where  [Conser 
vative  Member  of  Parliament!  Joseph  Chamberlain  found  him 
self  in  1903,  when  he  proposed  that  England  get  off  free  trade 
and  onto  a  modified  kind  of  protectionism.  But  the  British 
rejected  his  proposals  and  didn't  get  off  until  the  1930s.  Per1 
haps  it  was  already  too  late.  But  they  could  have  delayed  then 
downward  tendency.  And  then  who  knows?" 

The  analogy,  while  not  precise,  is  intriguing:  Chamber 
lain  was  chairman  of  Guest,  Keen  &  Nettelfold,  the  greai 
Birmingham  steel  works,  which  was  getting  slaughterec 
by  American  and  German  competition.  So  were  the  Midland'' 
glass,  electric  and  chemical  works.  Chamberlain  lost,  says 
Semmel,  because  the  nation's  coal  industry  and  Manchester'; 
great  textile  companies,  allied  with  London's  shipping  anc 
financial  interests,  continued  to  benefit  from  free  trade.  In  the 
same  way  today,  Boeing,  IBM,  Citibank  and  Chase  benefit  ai 
the  expense  of  textiles,  steel  and  apparel  workers.  Never  mind 
say  the  theorists.  The  steel,  textile  and  apparel  workers  car 
move  elsewhere  and  become  computer  programmers  or  Boeing 
assembly  line  workers.  That's  the  kind  of  argument  that  onl> 
an  intellectual  could  love. 

"I  get  sick  to  my  stomach  when  I  sit  down  with  these  socia. 
engineers,"  says  Sol  C.  Chaikin,  the  articulate  president  of  the 
International  Ladies  Garment  Workers  Union.  "These  people 
sit  with  a  pad  and  a  pencil  and  would  remake  America  for  us 
But  the  real  world  is  composed  of  men  and  women  who  can') 
become  electronic  or  hydraulic  specialists,  who  aren't  slim  anc 
trim  and  don't  have  a  great  command  of  the  language.  These 
people — I  represent  them — have  to  work  and  they  are  entitlec 
to  decent,  worthwhile  jobs."  Should  people  like  this  sacrifice 
their  livelihood  and  go  on  relief  so  that  well-paid  intellectuals 
can  paste  their  antinuclear  bumper  stickers  on  importec 
BMWs  and  press  the  gas  pedal  with  Gucci-clad  feet? 

People,  here  and  abroad,  speak  of  the  decline  of  Amencar 
power.  In  a  very  real  sense,  American  power  has  not  declined— 
only  the  willingness  to  use  it.  The  U.S.  has  a  powerful  weapor 
that  it  rarely  uses:  access  to  its  market,  a  market  so  vast  anc 
rich  that  a  stake  in  it  virtually  guarantees  prosperity  to  £ 
business.  Americans  tend  not  to  think  of  market  access  as  2 
political  right  to  be  granted  or  withheld.  They  tend  to  pui 
economics  in  one  box,  politics  in  another.  Most  foreigners 
know  better,  realize  that  economics  and  politics  are  simply 
different  sides  of  the  same  coin. 

What  is  called  for  here  is  not  talmudic  bickering  over  the 
precise  meaning  of  terms  like  "dumping"  and  "subsidy"  anc 
"comparative  advantage,"  but  a  realistic  understanding  thai 
for  world  trade  to  work  it  must  be  in  balance  on  an  overal 
basis.  Some  of  our  trading  partners  are  already  getting  the 
message.  Thus  companies  like  Sony  and  other  Japanese  outfits 
are  starting  to  manufacture  in  the  U.S.  Thus  recently  the 
thriving  Republic  of  South  Korea  sent  a  mission  to  the  U.S.  tc 
find  ways  of  buying  more  U.S.  goods  better  to  balance  the  huge 
imports  of  Korean  goods  into  the  U.S. 

This  is  not  to  say  that  we  should  abandon  free  trade,  nor  tc 
argue  for  Alexander  Hamilton  and 
against  Adam  Smith.  It  is  only  to  say 
we  should  begin  using  the  weapon  of 
Market  Access  to  ensure  that  other 
countries  don't  solve  their  petroprob- 
lems  at  American  expense. 
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America, 
Shape  Up 

Ship 


One  of  the  basic  aspects  of  economics  common 
to  both  businesses  and  nations  is  each  must  sell 
at  least  as  much  as  it  buys.  And  so,  in  our  opin- 
ion, one  of  the  bestand  quickestways  for  America 
to  get  into  better  economic  shape  is  to  ship 
out  more.  More  cars.  More  computers.  More 
chemicals.  More  earth-moving  equipment. 
More  appliances.  More  of  everything. 

America  has  the  production.  The  technology. 
And  the  whole  world  as  a  potential  customer. 

Columbus  Line  is  one  of  the  world's  major  steam- 
ship companies.  We  see  and  come  in  contact 
with  American  products  in  use  all  over  the  world. 
We  know  how  they're  looked  up  to.  The  respect 
they  command.  How  readily  saleable  they  are. 
:'Made  in  U.S.A."alwayswas,  and  certainly  still  is, 
a  stamp  of  approval  in  practically  every  country 
on  earth.  And  in  today's  economic  climate, 
American  products  have  a  price  advantage  they 
never  had  in  history.  And  never  before  in  his- 
tory could  so  many  people  and  businesses,  in  so 
many  countries,  afford  them. 


Another  salient  factor  is  that  every  $1  billion 
America  exports  creates  40,000  jobs  in  America. 
(It  is  estimated  that  one  job  in  eight  is  export- 
related.)  Therefore,  increasing  exports  not  only 
increases  a  company's  sales  and  profitability 
but  can  also  help  decrease  the  nation's  balance 
of  payments  deficit,  unemployment,  and  help 
slow  inflation.  If  that  sounds  too  good  to  be  true, 
the  truth  is,  it's  even  better.  And  what  better 
proof  is  needed  than  the  economies  of  Japan 
and  Germany?  Two  major  exporters. 

So,  America,  start  shipping  out  more.  And  you'll 
help  put  the  economy  in  better  shape. 


COLUMBUS  LINE 


New  York  Chicago  San  Francisco  NewOrleans 

All  Water  Container  Services 
direct  to  Australia  and  New  Zealand. 


I  WHEN  A  5  MILLION 

DOLLAR  CLIENT 

COMPLAINED  ABOUT 

THE  UGH  COST  OF 

MSMSURANCE, 

WE  TOLD  HIM  TO 
GO  WRITE  HIS  OWN. 


When  one  of  our  major  clients 
tarted  complaining  about  high  premi- 
ums, we  told  him  exactly  where  to  go. 

Because  we  couldn't  offer  him  lower 
posts  (and  no  one  else  could  either), 
we  told  him  to  start  insuring  his  risks 
[himself. 

Of  course,  we  didn't  make  such  a 
suggestion  without  first  working  with  his 
broker  to  analyze  his  company's  spe- 
cific needs  and  problems. 

Once  we  did,  we  told  him  why  he 
should  start  his  own  captive.  We  told 
him  the  kind  of  captive  he  needed.  And 
we  even  showed  him  how  to  go  about 
setting  one  up. 

Now  it  may  seem  strange  that  we 
would  actually  encourage  a  company 
to  write  its  own  insurance,  but  we'll 
profit  from  it  too. 

Our  client  now  has  his  own  captive, 
but  we  manage  it  through  American 
International  Company  Ltd.,  based  m 
Bermuda. 

(In  addition,  AIG  Risk  Management 


arranges  admitted  domestic  policies  and 
Amencan  International  Underwriters 
provides  overseas  admitted  policies.) 

We  think  our  Captive  Policy,  or  our 
"Write  Your  Own"  Policy  as  we  call  it,  is 
the  best  coverage  available. 

We've  had  35  years  of  experience 
with  captives,  and  today  we  provide 
facilities  for  100  of  the 
600  known  captives. 

In  fact,  we  handle  six 
of  the  top  ten  U.S.  indus- 
trial corporations. 

Our  companies  are 
unmatched  in  their  ability 
to  issue  admitted  policies 
worldwide.  And  our  rein- 
surance network,  through 
AIU,  is  better  than  anyone 
else's. 

Our  "Write  Your  Own" 
Policy  is  just  one  of  more 
than  300  programs  AIG 
offers,  through  our  more 


nies,  in  more  than  130  different 
countries. 

For  more  information  on  it,  send  in 
the  coupon  below. 

If  you're  thinking  of  going  into  the  in- 
surance business,  you  couldn't  ask  for  a 
better  opportunity  than  to  learn  the 
business  from  us. 


AIG  S  WRITE  YOUR  OWN  POLICY 


r 


Please  send  me  more  information  on  your  Captive  lacdities 
American  International  Group 
Dept  A,  70  Pine  Street,  New  York,  N  Y  10005 


1 


Name. 


Address. 


.Tel. 


Am 

WE  OFFER  MORE  KINDS  OF  INSURANCE 
THAN  ANYONE  IN  THE  BUSINESS. 


otters,  through  OUT  mOTfE?         i  We  welcome  inquiries  from  any  licensed  agent  or  broker  You  don't  I 

thdn  1 60  member  COmpa-       I  haVe  tobea  re<3ular  producer  to  place  business  with  an  AIG  company        S  j 


C  1979  0  J  BfrNOlDS  TOBACCO  CO 


I  didn't 

sacrifice 


great  flavor 


to  get 
low  tar.' 


"The  first  thing  I  expect  from  a  cigarette  is  flavor.  And 
satisfaction.  Finding  that  in  a  low-tar  smoke  wasn't  easy. 

"But  then  I  tried  Vantage.  Frankly,  I  didn't  even  know 
Vantage  was  low  in  tar.  Not  until  I  looked  at  the  numbers. 
"That's  because  the  taste  was  so  remarkable  it  stood  up 
to  anything  I'd  ever  smoked. 

"For  me,  switching  to 
Vantage  was  an  easy  move  to 
make.  I  didn't  have  to  sacrifice  a  thing.' 


Peter  Accetta 
New  York  City,  New  York 


: 


L 


VANTAGE 


0 


FILTER  100's:  10  mg.  "tar".  0.8  mg.  nicotine.  FILTER.  MENTHOL 
11  mg.  "tar",  0.8  mg.  nicotine,  av.  per  cigarette.  FTC  Report  MAY  78. 


Warning:  The  Surgeon  General  Has  Determined 
Thai  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Vantage 

Regular,  Menthol  and  Vantage  100s. 


Tariffs,  quotas  and  other  impediments  to  free  trade 
are  relatively  recent  inventions.  Marco  Polo  made 
it  to  Cathay  and  back  unhindered  by  such  things. 
On  the  following  pages  we  trace,  in  many  images 
and  a  few  words,  highlights  in  the  evolution  of 
world  trade  from  its  simple  beginnings  to  its  pres- 
ent complexity.  The  intent  is  to  remind  that  trade 
grew  out  of  human  need  and  ingenuity,  which  can 
also  help  get  us  through  our  present  problems. 


The 

journey 
to  complexity 
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Ancient  port  for  Athens,  c.  5th  century  B.C. 

""I'm ii  .  . 


Consider,  as  astronomer  Carl  Sagan  recommends,  that 
the  15-billion-year  history  of  our  universe  has  been 
compressed  into  a  single  year,  that  the  Big  Bang  starting 
it  all  has  been  assigned  the  date  of  Jan.  1  and  that  the  present 
moment  is  the  first  second  of  the  following  New  Year's  Day. 
By  that  reckoning,  sex  differentiation  in  microorganisms  on 
our  planet  occurred  around  Nov.  I,  Peking  man  harnessed  fire 
around  1 1 :46  p.m.  on  Dec.  31,  Euclid  worked  out  the  elements 
of  his  geometry  four  seconds  before  midnight  and  the  great 


Caravan  of  Niccolo  and  Maffeo  Polo,  c.  1271 
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16th-century  rendering  of  Columbus  landing  on  San  Salvador,  1492 


r  ■ 


Doge  of  Venice  visiting  the  Murano  glassworks 


OA 


Indians  mining  gold,  c.  1590         Cortez  defeats  the  Aztecs  in  Mexico 


if  * 


Magellan,  whose  voyage  of  1519  altered  history 


German  merchant,  c.  1550       A  Portuguese  vessel  leaving  for  the  New  World,  c.  1592 


Egyptian,  c.  1500  B.C.  Roman  trader,  c.  A.D.  200        Viking  longship,  c.  A.D.  900     Spanish  caravel,  c.  1490  Galleon,  c.  1590 


'.re: 
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voyages  of  discovery  in  the  Renaissance  occurred 
less  than  two  seconds  ago.  An  astronomer's  per- 
spective is  useful  in  contemplating  our  present 
world  trade  woes.  Paving  the  way  for  that  trade's 
present  scale  and  vigor  were  epics  of  courage,  im- 
mense leaps  in  thought,  prodigies  of  organization. 
For  all  that,  even  as  it  flourishes  it  presents  us  with 
problems  of  unparalleled  complexity — problems 
that  have  been  addressed  by  courageous  and  able 


minds  for  many  years  and  still 
defy  solution.  But  in  a  longer 
view,  world  trade  has  evolved 
in  the  wink  of  an  astronomer's 
eve,  and  the  time  spent  solving 
the  problems  that  resulted  has  been  less  than  that. 
By  Carl  Sagan's  clock,  Jefferson  and  Hamilton  ar- 
gued about  now  best  to  nurture  the  then-fragile  U.S. 
economy  about  one  second  ago. 


erchantman,  c.  1770 


Baltimore  clipper,  1820 


Great  Western,  steamer,  1838 


Great  Britain,  propeller- driven,  1843 
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J.  Jacob  Afr or, 

At  No.  Si,  Queen-rtreet, 
Next  door  but  one  to  die  rrirndi  Meering-Houfe, 

Has  for  (ale  a;i  afljrrment  of 
^laAo  Fortes,  of  the  nesvcft  conltniclioi 

lie  by  the  belt  mikeu  in  L>ndon,>.hich  he  fci 
rcafo.iable  teruu. 

He  gives Cafli  for  all  kinds  of  FURS 

And  hat  for  file  »  quantity  of  Canada  Bt.va, 
utcr  Coating,  Racoon  Skins,  and  Racoon  Blank 
iuftrat  SkiA«,  tec.  tec,  D<c.  29.  im 


Poet  John  Masefield  compressed  into  a  fe\> 
lines  the  impact  of  better  ships,  more  certair 
navigation  and  other  developments  in  tht 
19th-century  commercial  revolution.  They  are  the 
lines,  one  scholar  has  noted,  in  which  Masefielc 
contrasts  the  cargo  of  a  "stately  Spanish  galleon' 
.  .  .  diamonds, 
Emeralds,  amethysts, 
Topazes  and  cinnamon  and  gold  moidores 


»it] 


bet1 
Bnt 

par 


ataii 
n  th 

tfid 
on": 


with  that  of  a  British  coaster  whose  cargo  was: 
.  .  .  Tyne  coal, 
Road-rail,  pig  lead, 

Firewood,  ironware,  and  cheap  tin  trays. 
Britain  and  its  empire  were  at  the  center  of  the 
enormous  explosion  in  world  trade.  In  the  153  years 
between  the  reign  of  George  HI  and  World  War  I, 
Britain's  population  increased  fivefold  and  its  im- 
ports increased  seventyfold  in  volume,  more  in 


value.  To  pay  for  them,  Britain 
converted  the  raw  materials  it 
brought  in  from  all  over  the 
world  and  sent  them  out  again 
as  manufactured  goods.  British 
bankers  financed  much  of  the  world's  trade,  and 
statesmen,  like  Joseph  Chamberlain,  a  determined 
advocate  of  empirewide  protectionism,  profoundly 
affected  the  world  by  setting  policy  for  the  nation. 
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"rince  Albert 


The  Royal  Exchange  In  London,  c.  1895 


U.S.  tariff  debate  poster 


A  to.,"  .A,  a.  Mi 


•anieh  cargo  diesel.  1911 


Swedish  ore-carrier,  1928 


i  rT-  .   ;*  . 


Liberty  ship,  c.  1944 
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TO 


The  labor  of  arriving  at  equitable  terms  bd 
which  sovereign  nations  with  conflicting 
aims  can  coexist  and  trade  is  always  hard 
but   not,    in   the    long   view,  withouil 
achievement.  Great  powers  no  longer  send 
troops,  as  the  U.S.  did,  to  take  over  the  customs  houses  when  A 
small  country's  finances  become  chaotic.  Europe  prospers  mord 
through  its  Common  Market  than  through  war.  In  any  casef 
nations  are  now  too  interdependent  to  cease  their  labors. 


The  U.S.  concludes  grain  deal  with  Russia,  1964 


Toyotas  Cor  export  lined  up  at  dockside  in  Japan 


r 


gasoline  ' 
supply  sold 
for  today 


Closed  American  steel  mill 


Line-up  at  U.S.  gas  station  in  1974 
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Business  films.  Because  looking  good  on  paper  isn't  good  enough. 


If  you  want  to  stir  new  excitement  for  your 
product  or  service,  consider  a  business  film. 

There's  no  better  way  to  make  prospects  and  clients 
aware  of  what  you  do  and  how  well  you  do  it. 
Whether  you're  selling,  persuading  or  just  informing. 

Your  film  can  take  many  forms-  long  or  short, 
simple  or  elaborate— ail  of  them  very  effective. 

Send  the  coupon  for  proof. 


Business  films 
make  business  sense. 


Send  me  your  20-page  booklet  with  important  ideas 
on  how  film  can  help  increase  sales.  Also  send  case 
histories  of  organizations  benefiting  from  cost- 
effective  uses  of  film. 

Name  


Title  

Organization . 

Address  

City  


.  State  . 


.Zip. 


Eastman  Kodak  Company,  Dept.  A-1101 
Rochester,  New  York  14650 


The  Economics 


Getting  injured  workers  back  to  work 
is  proving  its  worth  in  economic  as  well  as 
human  terms.  The  dollar  benefits  are  in- 
creasingly apparent  as  more  companies 
self 'insure  workers'  compensation. 

A  brief  review  by  IN  A  of  an  insurance 
topic  of  interest  to  business  executives. 


Many  companies  report  that 
workers'  compensation  has  be- 
come their  highest  property  and 
casualty  insurance  cost.  Added 
to  the  impact  of  increasingly  lib- 
eral state  laws  and  court  settle- 
ments is  the  cost  of  injured 
workers  who  are  slow  to  return 
to  work  or  who  do  not  return  at 
all.  A  worker  at  home  for  life 
today  could  well  draw  total  ben- 
efit payments  of  a  quarter  of  a 
million  dollars. 

Beyond  physical  rehabilita- 
tion, vocational  rehabilitation  — 


making  it  possible  for  injured 
workers  to  return  to  gainful  em- 
ployment- is  becoming  increas- 
ingly important  in  answering 
this  problem.  Every  dollar  spent 
on  rehabilitation  can  save  as 
much  as  $10  in  claims  payments 
when  a  worker  is  reemployed. 
This  recognition  has  spurred 
more  corporations  to  utilize  vo- 
cational rehabilitation,  while 
several  states  have  mandated  it  as 
part  of  their  workers'  compensa- 
tion laws. 

The  dollar  savings  are  partic- 


ularly apparent  to  the  increasing 
number  of  companies  that  self- 
insure  workers'  compensation. 
While  a  company  that  relies  on 
an  outside  insurer  will  probably 
experience  a  premium  savings  if 
workers  return  to  work  more 
rapidly,  self-insurers  feel  the  eco- 
nomic benefit  directly. 

Moreover,  benefits  can  ex- 
tend beyond  workers'  compensa- 
tion. For  example,  companies 
that  self-insure  automobile  fleet 
coverage  gain  when  employees 
injured  in  company  vehicles  are 
rehabilitated  quickly.  And  firms 
providing  long-term  disability 
coverage  also  gain  if  employees 
who  are  incapacitated  off  the  job 
return  to  work  sooner. 

A  coordinated  effort 

Rehabilitation  is  most  effec- 
tive when  the  "whole  person"  is 
treated.  Psychological  counsel- 
ling may  be  needed  to  reassure 
the  patient  about  his  or  her  abil- 
ity to  return  to  work  and  restore 


.of  Rehabilitation 


the  motivation  to  do  so.  And  the 
patient's  family  should  be  urged 
to  lend  its  encouragement. 

The  attending  physician 
must  be  consulted  to  assess  the 
injured's  work  capabilities. 
And,  of  course,  the  employer's 
cooperation  must  be  solicited. 
Ideally,  it  will  be  possible  for  the 
recovered  worker  to  return  to  the 
same  or  a  related  job,  perhaps 
with  a  modification  of  work  con- 
ditions. Many  corporations  now 
assign  specific  staff  people  to  as- 
sist injured  workers'  reassimila- 
tion  into  the  company. 

It  may  be  necessary,  how- 
ever, to  find  a  new  employer. 
And  in  severe  cases,  vocational 
training  will  be  needed  to  pre- 
pare the  disabled  worker  for  a 
different  kind  of  work. 

Minor  injuries-major  cost 

Severely  injured  workers  ob- 
viously require  an  early  rehabili- 
tation response.  But  neglecting 
seemingly  minor  accidents  —  far 


larger  in  number,  of  course  —  can 
also  be  costly  in  the  long  run. 
Lower  back  strains,  for  example, 
too  often  turn  into  long-term 
disabilities.  As  the  recovery  pe- 
riod stretches  out,  the  injured 
worker  loses  contact  with  the 
employer  and  can  all  too  easily 
become  resigned  to  staying 
home. 

In  fact,  rehabilitation  as  a 
routine  consideration  for  all  acci- 
dent victims  is  prudent  company 
policy.  While  every  case  is 
unique  and  guidelines  are  diffi- 
cult to  establish,  a  worker  in  the 
hospital  for  more  than  ten  days  or 
not  back  on  the  job  in  six  weeks 
should  be  considered  a  possible 
candidate  for  rehabilitation. 

Experienced  professionals 
are  needed  to  develop  and  carry 
out  rehabilitation  programs  that 
may  involve  doctors,  therapists, 
vocational  schools  and  employ- 
ers, as  well  as  patients  and  their 
families.  While  some  insurance 
companies  provide  such  services, 


Are  the  handicapped  good  insurance  risks 


? 


Many  employers  worry  that  reha- 
bilitated employees  with  reduced 
mobility  will  have  further  acci- 
dents and  raise  insurance  rates. 
Actually  such  employees  are 
more  careful 
and,  when 
placed  in 
proper  jobs. 


have  fewer  accidents  than 
workers  generally.  One  major 
U.S.  employer,  for  example,  re- 
ports that  96  percent  of  its  handi- 
capped employees  rate  average  or 
better  in  their  safety 
records,  both 
on  and  off  the  job. 


most  rehabilitation  work  is  now 
being  done  by  firms  specializing 
in  them. 

Employee  rehabilitation  is 
an  area  in  which  INA  has  long 
had  a  particular  interest,  both  as 
an  insurance  company  directly 
involved  in  compensation  claims 
and  as  the  parent  of  a  company 
specializing  in  this  field,  Inter- 
national Rehabilitation  Associ- 
ates. IRA  provides  rehabilita- 
tion services  to  all  insurance 
companies,  self-insured  compa- 
nies, governmental  bodies  and 
other  clients. 

*    *  * 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall, 
Philadelphia.  Today  it  is  the 
largest  component  of  INA 
Corporation's  international  net- 
work of  insurance  and  financial 
service  companies.  In  property 
and  casualty  insurance  and  risk 
management  services,  life  and 
group  insurance,  health  care 
management,  and  investment 
banking,  INA  and  its  affiliated 
companies  offer  a  unique  combi- 
nation of  products  and  services 
to  business  and  industry  around 
the  world. 

INA  insurance  products  and 
services  are  available  through  se- 
lected independent  agents  and 
brokers.  For  an  informative 
booklet  on  employee  rehabilita- 
tion, write  INA,  1600  Arch 
Street,  Philadelphia,  Pa.  19101. 
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wAfter  all, life  is  to  enjoy. 


Meet  Hyman,  Sam  and  Bill  Belzberg.  A  sur- 
rising  number  of  good-size  U.S.  companies 
Iready  know  who  they  are. 


B — as  in 
bargain 


By  Richard  Phalon 


Canada's  Belzberg  brothers  may 
never  become  as  well  known  as 
the  Wright  brothers,  the  Dodge 
prothers  or  even  the  Smith  Brothers,  but 
hey  are  certainly  a  lot  more  acquisitive. 
In  the  space  of  a  couple  of  weeks  re- 
ently,  the  three  Belzbergs  came  up  own- 
ng  a  5.1%  stake  in  the  Bache  Group  and 
call  on  control  of  the  $46  million  (as- 
ets)  State  Mutual  Investors,  an  ailing 
brcester,  Mass.  real  estate  investment 
rust  with,  potentially,  one  of  the  most 
teresting  turnaround  stories  in  the 
usiness.  The  Belzbergs  are  somewhat 
mbiguous  on  the  point,  but  their  initial 
uy  into  Bache  could  turn  into  a  bid  for 
ontrol  of  what  is  one  of  the  U.S.'  biggest 
nd  best-known  brokerage  firms. 
These  were  only  the  most  recent  Belz- 
erg  moves.  They  came  on  the  heels  of  a 
roposed  acquisition  that  could  make  a 
>illion-dollar  institution  out  of  the  Cali- 
arnia  savings  and  loan  association  run 
iy  Far  West  Financial  Corp.,  which  the 
elzbergs  control.  Yet  another  successful 
id  centered  on  Metropolitan  Develop- 
nent  Corp.,  a  $41  million  (assets)  home 
iuilder  that  owns  land  in  California,  Ne- 
ada  and  Arizona. 

In  all,  a  pretty  active  period  for  three 
uys  who  hail  from  the  western  marches 
f  Canada.  Who  are  these  Belzbergs  and 
n  what  meat  do  they  feed? 

They  are:  Hyman,  53;  Samuel,  50;  and 
Villiam,  46.  Their  home  base  is  First 
Tity  Financial  Corp.  in  Vancouver,  a  bil- 
on  dollar  (assets)  complex  of  banking, 

al  estate  development  and  other  finan- 
ial  services.  Hyman  concentrates  on 
anning  Cristy's  Arcade  Furniture  Stores 
i  Calgary,  Alberta,  the  outgrowth  of  a 
usiness  founded  by  the  Belzbergs'  fa- 
ler,  Abraham,  after  he  emigrated  from 
oland  in  1919.  William  is  chairman  of 
ar  West  Financial,  in  which  the  broth- 
rs,  as  individuals,  have  held  a  major 
iterest  since  1974.  Sam  is  chief  execu- 
ve  of  First  City  Financial. 


First  City  Financial's  Sam  Belzberg 
Daring  conservative,  no  grand  design. 

Sam  is  also  the  family's  chief  strate- 
gist, sniffing  out  acquisitions  on  forays 
from  his  art-filled  offices  in  Vancouver's 
Royal  Centre  to  California,  Massachu- 
setts and  New  York.  Though  they  have 
set  up  the  Dystonia  Medical  Research 
Foundation  in  Los  Angeles  (dystonia  is  a 
rare  neurological  disease)  and  contribut- 
ed heavily  to  the  Yeshiva  University  of 
Los  Angeles,  the  Belzbergs  are  not  exact- 
ly establishment  types.  Sam  is  the  only 
one  of  the  brothers  to  have  graduated 
from  college.  Sam's  easygoing  informal- 
ity belies  his  reputation  as  a  very  de- 
manding boss.  Making  himself  heard 
over  the  hubbub  of  a  family  party,  Sam 
told  a  recent  caller:  "Wait  a  minute,  I'll 
move  into  the  kitchen  so  we  can  talk." 

What  emerged  from  the  conversation 
was  insight  into  some  of  the  guidelines 
that  have  enabled  Sam  and  his  brothers 
to  make,  in  30  years,  a  long  parlay  from 


the  family  furniture  store  to  a  family 
fortune  that  has  been  conservatively  es- 
timated at  $100  million. 

Asked  for  the  formula,  Sam  modestly 
ascribes  a  lot  of  the  family's  success  to 
"luck,"  but  it's  clear  that  a  nose  for  value 
and  a  judicious  appreciation  of  the  joys  of 
leverage  are  major  factors  in  the  equa- 
tion, too.  The  Belzbergs  got  in  on  the 
Calgary  land  boom  early.  They  started 
small  by  selling  lots  to  builders  and  boot- 
strapped their  way  up  to  developing 
shopping  centers,  as  well  as  apartment 
and  industrial  complexes.  The  result  was 
a  60%  ownership  of  Western  Realty  Proj- 
ects, Ltd.  that  was  sold  to  British  inter- 
ests six  years  ago  for  $47.9  million  in 
cash  and  bank  paper. 

Looking  back,  Sam  thinks  he  might 
have  sold  out  too  soon.  Friends  tend  to 
think  of  Sam  as  a  daring  conservative, 
and  that  characterization  seems  to  fit 
the  move  out  of  Western  Realty.  "We 
were  getting  a  little  concerned,"  he  says. 
"It  was  a  major  capital  base,  we'd  been  at 
it  for  25  years  and  things  weren't  looking 
too  good,  but  now  we're  back  at  it 
again."  The  pattern  is  a  recurring  one. 
The  Belzbergs  learned  early  on  that  it 
doesn't  hurt  to  sell  "too  soon"  if  the 
price  is  right. 

Their  interest  in  real  estate  led  the 
family  to  start  trading  oil  leases  in  the 
early  Fifties.  By  1968,  with  more  than  35 
million  acres  in  hand,  the  Belzbergs  were 
among  the  biggest  independent  lessees  of 
Canadian  government  land.  When  the 
chance  came  to  sell  out  in  1969,  they  did 
so  with  alacrity  for  more  than  350,000 
shares  of  Reserve  Oil  &  Gas  Co. 

The  same  blend  of  caution  and  enter- 
prise is  apparent  in  the  way  Sam  has 
nudged  the  one-branch  savings  institu- 
tion he  started  from  scratch  in  1962  into 
one  of  the  biggest  such  institutions  in 
Canada.  With  First  City  Trust  Co. — and 
its  holding  company,  First  City  Financial 
Corp. — as  the  fulcrum,  Sam  has  slowly 
expanded,  first  into  branch  banking, 
then  into  a  clutch  of  other  financial  ser- 
vices. They  include  money  management, 
equipment  leasing,  land  development 
and  construction.  And  now,  with  owner- 
ship of  the  recently  purchased  Metropoli- 
tan Development  Corp.,  Sam  has  spud- 
ded the  First  City  Financial  house  flag 
into  rich  U.S.  territory. 

Metropolitan  builds  houses  in  such 
lodestars  of  the  Sunbelt  as  Scottsdale  and 
Las  Vegas. 

There  is  also  Far  West  Financial,  a  Big 
Board-listed  holding  company  the  Belz- 
bergs bought  into  five  years  ago.  Far 
West  has  a  solid  management  record. 
With  brother  Billy  at  the  helm — he  owns 
20.1%  of  the  stock — earnings  over  the 
last  six  years  have  gone  from  $1.03  a 
share  to  $4.03  a  share,  total  assets  from 
$506  million  to  $720  million. 

Like  most  California  savings  and  loan 
holding  companies,  Far  West  did  have 
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Far  West  Financial's  BillBelzberg 

A  nose  for  values  and  the  joys  of  leverage. 


rocky  going  during  the  great  credit 
crunch  of  1974.  Nobody  has  to  tell  the 
Belzbergs  anything  twice.  This  time 
around,  Billy  Belzberg  has  cushioned  the 
impact  of  rising  interest  rates  on  profit 
spreads  by  cutting  new  mortgage  com- 
mitments and  shifting  assets  into  high- 
yielding  certificates  of  deposit.  Far  West 
is  also  in  the  process  of  getting  regulatory 
approval  to  take  over  Pacific  Coast  Hold- 
ings, Inc.  That  acquisition  will  extend 
the  Belzbergs'  base  from  southern  into 
northern  California.  At  the  same  time, 
Sam  has  put  together  a  deal  that  prom- 
ises to  put  still  another  American  engine 
at  the  family's  disposal. 

That  vehicle  is  State  Mutual  Investors, 
a  troubled  REIT  whose  assets  include 
patches  of  land  and  a  passel  of  first  and 
second  mortgages  on  apartments,  motels 
and  condominiums  in  Illinois,  Texas, 
Georgia,  Michigan  and  Pennsylvania. 
Like  many  other  such  trusts,  SMI  took  a 
terrible  pounding  in  the  credit  squeeze  of 
1974.  Even  now,  according  to  Chairman 
Frederick  Fedeli,  about  two-thirds  of 


SMI's  loan  portfolio  is  under  water. 

SMI's  sponsor,  however,  State  Mutual 
Life  Assurance  Co.  of  America,  never 
gave  up  on  its  creation.  Some  viable  as- 
sets were  sold  off,  the  REIT's  top-heavy 
debt  structure  was  revamped,  and  by  last 
month  SMI  had  gone  far  enough  through 
the  wringer  to  look  inviting  to  Sam  Belz- 
berg. He  has  proposed  a  purchase  price  of 
$14  million,  mainly  in  land,  other  real 
estate  and  mortgages  for  50%  of  the 
stock,  which  has  been  trading  on  the  Big 
Board  for  slightly  less  than  the  average 
$5  a  share  the  Belzbergs  are  offering.  The 
REIT  still  has  a  tough  debt  repayment 
schedule  to  meet,  but  with  access  to  cap- 
ital and  shrewd  management — commod- 
ities the  Belzbergs  seem  to  have  in  abun- 
dance— SMI  could  begin  to  move. 

The  Bache  commitment  shows  the 
same  shrewdly  calculated  tradeoff  be- 
tween opportunity  and  risk — at  a  price — 
that  tips  the  balance  toward  opportunity. 
The  average  price  on  the  363,100  shares 
the  Belzbergs  bought  works  out  to  $8.27 
a  share,  or  about  half  of  the  holding  com- 


pany's $16.38  a  share  book  value.  Wha 
did  the  Belzbergs  get  for  their  money?  A 
stake  in  one  of  Wall  Street's  best-knowi 
names  and  in  one  of  The  Street's  broad 
est  retail  distribution  systems.  Sine 
Bache  is  so  retail-oriented,  its  ups  am 
downs  are  tied  closely  to  the  roller  coasl 
er  pattern  of  trading  volume  and  stocl 
market  prices. 

That  means  leverage  with  a  ven 
geance.  Three  years  ago,  when  the  mai 
ket  was  booming,  Bache  netted  $1 1  mil 
lion  on  total  revenues  of  $248  million.  Ii 
last  year's  wildly  erratic  market,  Bache' 
profits  had  sunk  to  $4.97  million.  In  th 
six  months  ended  Ian.  31,  on  the  othe 
hand,  revenues  climbed  45%  over  a  yea 
earlier  and  Bache  bucketed  from  a  $1.< 
million  deficit  to  a  profit  of  $6.3  million 

Some  of  that  leverage  comes  fron 
Bache's  breakeven  point,  which  i 
among  the  highest  in  the  business.  A 
new  management  team,  headed  by  oh 
Bache  hand  Harry  A.  Jacobs  Jr.,  seems  t« 
be  straightening  out  the  firm's  overheat 
problems  and  is  trying  to  dilute  Bache' 
tie  to  the  stock  market's  vagaries  with  . 
diversification  push  into  insurance  an« 
mutual  fund  money  management. 

It's  the  distribution  system  and  finan 
cial  services  kicker  that  caught  San 
Belzberg's  eye.  "It's  just  an  investment,' 
says  Sam;  "we  think  there's  good  valu< 
there."  But  the  registration  filing  witl 
the  Securities  &  Exchange  Commission 
does  not  eliminate  the  possibility  of  ; 
future  bid  for  control. 

Don't  assume,  however,  that  the  Belz 
bergs  will  necessarily  go  for  control  o 
Bache.  They  have  made  similar  invest 
ments  in  (and  subsequently  have  taken 
good  profits  on)  sizable  blocks  of  J.  Wal 
ter  Thompson  Co.,  the  advertising  agen 
cy;  Skil  Corp.,  the  power  tool  producer 
and  Cordura  Corp.,  a  direct-mail  market 
er.  On  past  performance,  then,  the  Belz 
bergs  might  well  sell  their  Bache  hold 
ings  if  the  price  is  right.  Clearly,  th» 
brothers  like  to  keep  their  options  open 
Sam  is  very  bullish  on  investment  oppor 
tunities  in  the  U.S.  (better  values  and  ; 
more  sympathetic  political  climate  thar 
in  Canada,  he  says).  He  is  equally  high  or 
the  outlook  for  financial  service  compa 
nies.  "The  second  and  third  generation: 
[of  owners]  are  not  really  as  well  qualifiec 
to — or  don't  care  as  much  about — man 
aging  the  money  their  families  let 
them,"  insists  Sam. 

Is  there  a  grand  plan  in  all  this  acquir 
ing?  "We're  evolving,"  Sam  Belzberg  an 
swers.  "Every  time  I  thmk  of  a  plan,  i 
gets  bigger  and  a  little  more  involved.' 
What  he  really  means  is  that  the  onlj 
"plan"  is  to  continue  picking  up  bargain; 
in  a  market  where  most  investors  are 
frightened  half  to  death  and  are  willing  tc 
sell  at  the  first  sign  of  a  premium  ove: 
market  value.  It's  simply  the  old  Roth 
schild  formula  updated:  Buy  cheap  anc 
sell  dear.  ■ 
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The  Assistant  Department  Head  saw  the  report, 
said  it  was  perfect,  and  made  11  minor  revisions. 

The  Department  Head  loved  it,  and  made  8  minor 
revisions. 

Etc.,  etc.,  etc. 

To  help  you  cope  with  successes  like  these, 
fortunately  there  are  Xerox  display  typing  systems. 

Since  they  make  revisions  much  faster  than 
ordinary  typewriters,  they  cut  down  drastically  on 
turnaround  time. 

That's  because  our  systems  electronically  store 
documents  as  they're  being  typed.  To  revise  them,  a  typist 
simply  recalls  the  text  on  a  display  screen— and  then 
makes  additions  or  deletions,  rearranges  paragraphs, 
changes  margins,  or  whatever.  Then  the  entire  document 


is  typed  on  paper  automatically. 

The  result  is  a  letter-perfect  document  in  minutes. 
Which  means  a  major  savings  of  time  and  money  for  every 
round  of  minor  revisions. 

Xerox  makes  a  full  range  of  electronic  and  display 
typing  systems.  For  details  about  them,  call  your  local  Xerox 
Office  Systems  Representative. 

He'll  show  you  how  Xerox  can  offer  systems  that 
perfectly  suit  your  typing  and  revising  needs. 

Whether  your 
needs  are  minor.         ,  f 

Or  "minor." 


XEROX 
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Transamerica  Corp.  isn't  a  very  exciting  place 
these  days.  That's  good. 


Bland 
is  beautiful 


Transcimencci  Chairman  John  R.  Beckett 

In  the  midst  of  merger  fever,  he  likes  his  own  stock  best. 


By  Kathleen  K.  Wiegner 


FEW  CORPORATE  BUILDINGS  have 
aroused  as  much  fury  as  did  Trans- 
america Corp.'s  853-foot  pyrami- 
dal headquarters  when  it  was  announced 
ten  years  ago.  Architects  and  self-styled 
arhiters  of  taste  dismissed  it  as  a  "large 
and  pretentious  folly"  better  suited  to  Las 
Vegas  than  to  San  Francisco's  staid  finan- 
cial district.  Chairman  John  R.  Beckett 
was  berated  for  imposing  his  edifice  com- 
plex on  the  city.  The  joke  was  that  he  was 
"giving  the  city  the  needle."  But  after  four 
years  of  sharing  the  skyline  with  its  more 
conventional  neighbors,  Beckett's  $43 
million  "folly"  has  become  a  familiar  and 
almost  fond  landmark  to  sentimental  San 
Franciscans. 


Investors  have  been  slower  to  forgive 
Transamerica  its  reputation  as  an  acqui- 
sition-happy,  accident-prone  conglomer- 
ate, which  only  last  year  hit  the  head- 
lines when  the  entire  top  management  of 
its  important  United  Artists  subsidiary 
walked  out.  But,  UA  notwithstanding, 
the  old  image  no  longer  fits.  John  Beckett 
has  spent  the  past  five  years  patiently 
and  successfully  melding  Transamerica 
into  a  solid  and  profitable  group  of  $3.5 
billion  (revenues)  operations. 

Transamerica  is  an  insurance  and  fi- 
nancial services  concern  with  interests 
in  rent-a-cars,  computer  leasing,  manu- 
facturing, movies  and  charter  airlines.  It 
reported  record  net  of  $209.7  million,  or 
$3.15  a  share  last  year,  up  23%  from 
1977  and  more  than  six  times  higher 


than  in  1974.  This  year's  first-quarter  ne 
of  $59  million  was  up  26%  on  a  13% 
sales  increase,  and  net  for  the  year  ii 
likely  to  top  $3.50  a  share.  "Sooner  o 
later  we  believed  the  quality  of  our  earn| 
ings  would  shine  through,"  says  Beckett 
"We  think  that's  beginning  to  happen." 

It  took  a  long  time.  Transamerica  firsi 
ran  into  trouble  in  1970  when  its  movie 
subsidiary,  United  Artists,  surprised  ev* 
eryone,  including  the  company,  with  ar 
$18  million  operating  loss  and  a  $27..'- 
million  writeoff — dragging  down  earn 
ings.  The  stock,  which  was  selling  ai 
$27,  plummeted  to  $1 1.  Beckett  got  clob- 
bered again  in  1974  when  he  found  him 
self  with  $900  million  in  variable  rate 
debt  at  a  time  of  skyrocketing  interest 
rates.  "We  looked  like  fools,"  says  Beck 
ett  candidly.  "In  1972  our  interest  ex 
pense  was  $69  million  and  in  1974  ii 
went  up  to  $167  million.  I  remember  one 
of  the  guys  from  one  of  the  bank  trusi 
departments  coming  over  and  starting  t< 
belabor  me  about  the  fact  that  our  earn- 
ings had  gone  down,  and  I  said  to  him 
'hell,  we  paid  it  all  to  you  guys.'  " 

Beckett  once  voiced  the  slogans  of  per- 
petual growth  and  shiny  synergy  with 
the  best  of  them.  But  no  more.  The  mar 
who  has  been  running  the  company 
since  1960  claims  that  his  decisions 
since  1974  are  not  part  of  any  great  oi 
glorious  design,  just  sensible  business  de- 
cisions. The  man  who  ran  an  advertise- 
ment 12  years  ago  chiding  the  business 
world  for  thinking  Transamerica  was  arl 
"anonymous  company"  says  today: 
"We've  tried  to  keep  a  very  low  profile 
since  1971.  We  said  we'll  just  go  aboul 
our  business  of  building  this  company." 

Transamerica  Financial,  the  com- 
pany's consumer  lending  subsidiary,  has 
been  reorganized  to  reduce  expenses  and 
improve  earnings.  Unprofitable  offices 
were  closed  or  merged  with  others,  and 
in  1977  the  Canadian  operations  were 
sold.  Last  year  Transamerica  Financial 
earned  a  healthy  19.7%  return  on  equity 
its.  only  6.1%  in  1974. 

Beckett  has  not  acquired  any  new  out- 
side businesses  since  1971.  Instead  he 
has  been  selling  off  those  that  don't  meet 
profit  standards  and  winding  down  oth- 
ers. United  Artists  records  was  sold  last 
year.  Says  Beckett,  "We  just  determined 
that  we  wouldn't  make  the  type  of  profit 
we  wanted  to  make."  The  last  of  three 
broadcasting  stations  went  this  year,  and 
real  estate  development  activities  are 
slowly  being  phased  out.  Transamerica 
Computer  is  now  only  a  shell  to  handle 
ec]uipment  still  on  the  books.  Beckett 
says  only  that  he  might  consider  going 
back  into  computers  if  Transamerica's 
five-year  suit  against  IBM  went  his  way. 

Beckett's  only  major  recent  acquisi- 
tion has  been  Saturn  Airways,  which  he 
bought  in  1976  and  merged  with  Trans 
International  Airlines,  the  charter  airline 
subsidiary,  thus  giving  the  company  car- 
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One  of  the  most  familiar  landmarks 
in  the  world  of  finance. 


By  now  just  about  everyone  recog- 
nizes the  Pyramid  as  the  symbol  of 
Bankers  Trust. 

We've  been  one  of  the  10  largest 
commercial  banks  in  the  nation  for 
over  25  years. 

But  were  not  just  a  cornerstone  of 
American  finance. 

Since  we  began  making  our  mark  in 
New  York  some  75  years  ago,  our  scope 
has  become  worldwide— with  a  net- 
work of  offices  across  six  continents. 

Everywhere  you  find  us,  you'll  find 
the  experience  and  expertise  needed  to 
provide  a  long  list  of  quality  services. 

Like  SITS— the  first  tape-to-tape 
communications  system  for  fast  and 
accurate  securities  handling.  Or  the 
first  computerized  letter  of  credit  sys- 
tem. We  also  expanded  computerized 
banking  with  our  Cash  Connector— the 
most  complete  link  between  man  and 
bank  ever  devised. 

And  yes.  we're  still  (he  bank  for 
trusts— the  preeminent  bank  in  the  field 
of  employee  benefits  and  a  leader  in 
almost  every  aspect  of  trust  adminis- 
tration and  investment. 

Wherever  you  see  the  Bankers  Trust 
Pyramid,  you're  dealing  with  a  full 
service  bank  in  the  fullest  sense  of  the 
word,  with  the  capacity  to  raise,  lend 
and  manage  money 
worldwide. 

Whatever  y  o  u  r 
needs,  a  visit  to  the 
Pyramid  can  be  a 
rewarding  experience. 

Bankers 
Trust  Company 

Member  Federal  Deposit  Insurance  Corporation 
©  Bankers  Trust  Company 


International  Banking  Subsidiaries  in  the 
United  States:  Chicago,  Houston,  Los 
Angeles  and  Miami.  Overseas  Branches: 
LONDON,  BIRMINGHAM,  MILAN, 
PARIS, TOKYO,  SEOUL,  SINGAPORE, 
BAHRAIN,  NASSAU  and  PANAMA 
CITY.  An  International  Banking  Net- 
work of  branches,  subsidiaries,  affiliates 
and  representative  offices  in  over  30 
countries  on  6  continents. 


Budget  Rent  a  Car  (above]  and  t  nited  Artists'  Coming  Home 

In  each  business,  trying  to  do  something  different. 


go  as  well  as  passenger  capability. 

Overriding  all  of  management's  deci- 
sions has  been  a  conscious  decision  to 
locus  on  profitability— retum  on  stock- 
holders' equity.  In  1974  Transamerica's 
return  on  equity  was  only  4.2%,  when 
the  median  tor  multicompanies  was 
14.4%.  Since  then  Beckett  and  two  pow- 
erful vice  presidents,  fames  Harvey  who 
lu  ads  up  travel,  entertainment  and  man- 


ufacturing; and  Dana  Leavitt  who  is  re- 
sponsible tor  all  insurance  and  consumer 
lending;  have  made  return  on  equity  a 
religion  at  Transamerica. 

"Back  many  years  ago,"  says  Beckett, 
"we  felt  that  maybe  growth  in  earnings 
was  the  main  ingredient  in  how  one  mea- 
sures how  one  is  doing."  As  a  business 
man,  Be<  keti  knew  that  a  company  need- 
ed a  high  return  on  its  assets  if  it  was  to 


grow,  but,  like  many  others,  he  wascaugl 
up  in  the  growth  frenzy  of  the  Sixties  ar 
overlooked  profitability.  Beckett  w; 
lucky.  His  company  was  solid  enough  an 
his  position  strong  enough  that  both  sid 
vived  that  dangerous  illusion.  He  noi 
says:  "It  occurred  to  us  in  the  latter  part  • 
the  1960s  that  we  were  looking  at  tH 
wrong  end  of  the  stick." 

Last  year  Transamerica's  return  on  ei 
uity  was  at  19.1'%.,  at  the  right  end  of  tH 
stick,  better  than  those  of  Textron,  Gu 
t\  Western  or  Signal  Cos. 

While  Beckett's  near  obsession  wit 
profitability  has  produced  the  earning 
it  is  also  partly  responsible  for  the  wel 
publicized  palace  rebellion.  Last  yet 
five  top  United  Artists  officers — virtua 
ly  the  company's  entire  senior  manage 
ment — resigned,  having  become  disci 
chanted  with  being  part  of  a  conglome 
ate  that  imposed  indignities  hk 
organizational  charts,  computerize 
profit  forecasting  systems  and  pohc 
manuals  on  their  seat-of-the-pants  m< 
viemaking  mentality. 

In  subsequent  press  accounts,  UA 
Chairman  Arthur  Krim  and  Financ 
Committee  Chairman  Robert  Beniami 
suggested  that  Beckett  and  his  heuter 
ants  were  grubby  accountants,  insensi 
tive  to  the  special  needs  of  highly  creativ 
types.  The  truth,  however,  seems  to  bl 
that  Krim  and  Beniamin  wanted  a  biggd 
piece  of  the  action  during  the  years  whel 
United  Artists  was  a  hot  company,  with 
string  of  Academy  Award  winners  likl 
Rocky,  One  Flew  Over  //.*>  Cuckoo's  Xest  anj 
Annie  I  hill  Krim  and  Beniamin  felt  the! 
hot  record  would  be  better  rewarded 
United  Artists  was  a  separate  company 
But  with  the  tenacity  that  brought  hir 
through  other  rough  moments,  Becket 
said  no.  Krim  and  Benjamin  quit,  alon 
with  three  fellow  geniuses. 

As  it  turned  out,  the  UA  rebellion  wa 
overplayed.  Some  movie  analysts  ha< 
suggested  that  without  its  old  manage 
ment  UA  might  have  to  be  sold.  "It 
ridiculous,"  Beckett  fumes.  "We  hav 
the  finest  distribution  organization  ii 
the  business.  UA  is  one  of  our  core  busi 
nessrs.  The  business  is  not  for  sale  an 
never  will  be  for  sale  as  long  as  I  hav 
anything  to  say  about  it."  His  point  is,  a 
the  largest  film  distributor  in  the  work 
UA  still  has  clout  when  it  comes  to  at 
tracting  talent.  Beckett's  critics  some 
times  forget  that  while  the  now-departe< 
Krim  and  Benjamin  made  big  money  fo 
Transamerica  in  the  mid-Seventies,  the' 
also  were  in  charge  at  UA  when  it  suf 
fered  horrendous  losses  in  the  early  Sev 
enties.  So  much  for  creative  genius  ver 
sus  grubby  accountants! 

Except  for  UA,  there's  not  much  ti 
ruffle  Beckett's  composure  these  days 
Budget  Rent  a  Car  has  been  growin; 
rapidly  since  1976  when  it  started  tc 
move  into  airport  locations  following  < 
Federal  Trade  Commission  order  agains 
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HOW  TO  GET 

A  FEDERAL  EXPRESS 
COURIER  PAK  TO 
MOVE  REALLY  FAST 


Recently,  an  Emery  Express 
driver  picked  up  a  package. 

It  was,  oddly  enough,  a  Federal 
Express  Courier  Pak. 

With  an  Emery  Express  sticker. 

Not  so  strange,  however,  when 
you  consider  that  while  Federal 
promises  overnight  delivery,  they 


don't  tell  you  what  time  next  day 
they'll  be  there.  We  do. 

We  deliver  by  1 1  a.m.  or  earlier. 

And  we  also  save  you  money. 
For  5  out  of  6  times,  Emery  is  less 
than  Federal.  And  we're  never  more. 

So  if  you  have  a  package  that 
absolutely,  positively  has  to  be  there 


overnight,  call  and  ask  for  the  people 
more  and  more  Federal  Express 
customers  are  asking  for. 
Emery  Express. 

EMERU 

Express 

The  small  package  service  that  delivers  before  the  11th  hour. 


EMERH  Express 


(*W3*m  S  NAA*  ANCi  *Ct*liS 

Ms.  Sue  J.  Bonny 
1800  yilton  Road 
Carmonda l« ,  Ct. 

Ross  Enterprises 


06897 
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WEIGHT  2  lbs. 
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Hertz,  Avis  and  National  to  refrain  from 
monopolistic  practices.  Trans  Interna- 
tional Airlines,  the  largest  charter  airline 
in  the  world,  has  been  enjoying  the  boom 
in  cut-rate  charters,  and  will  begin  offer- 
ing scheduled  flights  this  year.  "This  is  a 
departure  for  us,"  says  Beckett,  "and 
we'll  watch  this  very  carefully." 

Meanwhile,  Occidental  Life  Insurance 
continues  to  provide  a  steady,  stable 
base,  34%  of  earnings  in  1978. 

Indicative  of  Transamerica's  new  sta- 
bility is  the  fact  that  the  excellent  earn- 
ings gains  in  this  year's  first  quarter  were 
achieved  in  spite  of  downturns  in  several 
of  the  businesses.  Trans  International 
Airlines'  net  was  down  in  this  year's  first 
quarter  because  higher  fuel  costs  could 
not  be  passed  along  to  customers  quickly 
enough.  The  title  insurance  subsidiary 
had  an  earnings  decline  owing  to  a  slow- 
down in  real  estate  activity.  High  inter- 
est rates  hurt  Transamerica's  mortgage 
banking  business,  particularly  in  Califor- 
nia with  its  usury  law,  and  the  finance 
business,  regulated  as  to  the  size  of  loans 
it  can  make  and  the  interest  it  can 
charge,  gets  hurt  when  interest  rises. 
Meanwhile,  United  Artists  had  its  most 
successful  first  quarter  ever,  with  prod- 
uct developed  under  the  old  manage- 
ment. Not  until  next  year  will  new  man- 
agement's ludgment  be  tested.  However, 
UA  now  accounts  for  only  14%  of  the 
parent  company's  earnings. 

While  Beckett  quietly  plugs  away  at 
improving  Transamerica's  profitability, 
U.S.  industry  is  embarked  on  one  of  its 
periodic  great  merger  waves.  Beckett  is 
sitting  this  one  out.  Is  he,  at  61,  with 
only  four  years  to  go  until  retirement, 
simply  playing  it  safe?  Probably  not.  He 
makes  sense  when  he  says:  "We'd  like  to 
be  diversified  still  further,  but  in  looking 
at  things  to  buy  we  keep  coming  back  to 
our  own  stock.  It's  very  hard  to  go  and 
buy  something  else  when  you  can  buy 
your  own  stock  and  earn  a  greater  return 
on  equity  than  in  buying  somebody  else. 
If  we  never  made  another  acquisition  in 
our  life,  we'd  have  a  very  fine  company." 

So  far  the  stock  repurchase  program  has 
been  modest,  but  Beckett  is  taking  a  leaf 
from  Teledyne's  book  and  planning  to 
issue  debentures,  using  the  proceeds  to 
purchase  Transamerica's  common  stock. 
If  the  deal  goes  through,  Transamerica's 
capitalization  of  66  million  common 
shares  could  be  reduced  by  as  much  as 
10% .  The  aftertax  dividend  savings  would 
pay  the  interest  on  the  debentures,  and  the 
remaining  shares  will  have  a  greater  pro- 
portion of  the  company's  earnings  and 
assets.  That's  a  sensible  alternative  to 
exterior  growth  in  these  times.  Why  pay  a 
premium  to  buy  another  company  when 
your  own  stock  sells  at  close  to  book  value 
and  at  less  than  six  times  earnings?  If  you 
are  going  to  pay  a  premium ,  why  not  pay  it 
to  your  own  stockholders  instead  of  to 
someone  else's?  ■ 


How  serious  is  the  Administration  about  fight 
ing  inflation?  Consider  its  ambivalence  on 
the  Davis-Bacon  Act. 


Fighting  words  in 
Washington 


By  Pern  Schumer 


Big  labor  is  in  the  habit  of  coming 
before  the  Democratic  Congress 
asking  for,  as  A.F.  of  L.  founder 
Sam  Gompers  would  put  it,  "more."  But 
the  unions  haven't  been  very  successful 
recently,  even  losing  the  big  one  last  year 
for  labor  law  "reform";  this  year  they 
have  even  been  put  on  the  defensive. 

At  issue  is  the  Davis-Bacon  Act,  a  De- 
pression-era law  sacred  to  the  unions  be- 
cause it  pushes  up  wages  on  federally 
funded  projects.  That  law  insists  con- 
tractors pay  the  "prevailing"  rates  as  de- 
termined by  the  Department  of  Labor, 
which  often  enough  are  the  union  rates, 
even  if  they  aren't  prevailing. 

Earlier  this  year  the  Carter  Adminis- 
tration in  a  peacemaking  effort  with  the 
AFL-CIO  formally  gave  up  its  effort  to 
change  Davis-Bacon.  But  like  indiges- 
tion, the  effort  to  change  Davis-Bacon 
keeps  gurgling  up.  The  unions  are  run- 
ning scared:  The  fight  is  "heating  up," 
says  the  AFL-CIO  Building  and  Con- 
struction Trades  Department,  as  it  starts 
a  "protect  our  paychecks"  drive. 

The  1931  law  was  aimed  at  protecting 
construction  workers  by  discouraging 
federal  job  contractors  from  cutting 
wages  to  win  contracts,  or,  as  the  unions 
put  it,  blocking  "fly-by-night,  cutthroat 
competitors  who  swoop  down  to  under- 
cut community  standards."  However,  to- 
day even  nonunion  construction  labor 
usually  earns  wages  that  are  high  by  the 
standards  of  any  community. 

What  particularly  bothers  builders  is 
the  way  the  Labor  Department  figures 
the  prevailing  wage,  its  "30%  rule."  If 
the  department  finds  30%  of  the  workers 
in  an  area  getting  one  wage,  that's  what 
it  figures  as  the  prevailing  wage — and 
usually  that's  the  high  union  rate. 

In  a  critical  draft  report,  the  General 
Accounting  Office  (GAO)  pegs  the  bur- 
den of  Davis-Bacon  on  taxpayers  at  $715 
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million  a  year:  about  $200  million  fo 
contractors'  cost  in  paperwork,  $15  mil 
lion  for  the  Labor  Department's  admin 
istrative  costs,  and  $500  million  for  in 
flated  wages.  The  GAO  says  the  Labo 
Department  overpriced  about  40%  of  th 
projects,  adding  one-half  of  1%  to  thi 
government's  cost  of  construction. 

Take,  for  example,  the  little  town  a 
Dickson,  Tenn.,  over  50  miles  west  cj 
Nashville.  The  federal  governmcn  [  m 
helped  pay  for  a  water  treatment  plan 
expansion.  The  Labor  Department  or  ai 
dered  the  local  contractor  to  pay  th 
Nashville  union  scale,  so  a  laborer  wh« 
usually  makes  $4.25  an  hour  got  $8.75. 

On  a  median  strip  of  highway  I-6« 
outside  Washington,  D.C.,  the  Labor  De 
partment  ruled  unskilled  laborers  mus 
get  $9.68  an  hour,  over  twice  the  usua 
rate.  Why?  Washington's  Metrorail  ma 
someday  run  down  the  median,  so  thi 
rate  must  match  other  subway  projects 
the  Department  says,  although  this  i! 
nearly  double  the  rate  paid  for  simila 
highway  work.  The  builder,  the  State  o 
Virginia,  is  appealing. 

Conservative  congressmen  are  stil 
trying  to  change  the  Davis-Bacon  Act 
"What  gets  me  so  damn  mad,"  says  Rep 
resentative  Thomas  M.  Hagedorr 
(R-Minn.),  "is  that  the  Carter  Adminis 
tration  all  say  off  the  record  how  terrible 
this  act  is,  it's  a  nightmare.  But  becauss 
they're  trying  to  get  organized  labor'; 
support,  they  let  the  act  continue." 

Hagedom  and  other  congressmen  havt 
already  introduced  legislation  this  yea 
to  repeal  Davis-Bacon.  Senator  Johr 
Tower  (R-Tex.)  has  introduced  legisla 
tion  to  shield  specific  federally  assistec 
programs  from  its  provisions. 

There's  also  a  possibility  of  adminis 
trative  changes  in  the  methods  used  tc 
calculate  the  so-called  prevailing  wages. 

But  any  change,  legislative  or  adminis 
trative,  will  be  difficult  to  slip  past  tht 
unions.  President  Robert  A.  Georgine 
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ys  the  Building  and  Construction 
'rades  Department  of  the  AFL-CIO  "has 
o  intention  of  permitting  this  law  to  be 
masculated.  Those  who  would  repeal 
hese  laws  would  adamantly  oppose  re- 
tricting  the  profits  of  contractors,  yet 
hey  propose  to  restrict  the  wages  of 
/orkers.  If  cutting  personal  income  is 
uch  an  effective  weapon  in  fighting  in- 
ation,  let  them  start  with  Henry  Ford's 
900,000  a  year.  Start  with  those  who 
ave  a  lot,  before  they  nickel-and-dime 
workers  to  death." 
Ignoring  the  Carter  Administration's 
rofessed  concern  for  the  federal  deficit, 
he  Department  of  Labor  has  thrown  it- 
elf  squarely  behind  the  unions. 

The  Labor  Department  has  already  is- 
ued  a  lengthy  rebuttal  to  the  GAO  draft 
eport  denying  that  Davis-Bacon  is  mfla- 
ionary  and  defending  it  as  the  protector 
if  construction  workers'  living  stan- 
ards,  claiming  that  repeal  could  mean 
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ike  indigestion,  the  fight  in 
Washing  ton  to  change  Davis 
\iacon  keeps  gurgling  up.  The 
unions  are   running  scared: 
fhe  fight  is  heating  up. 


west :  wage  exploitation"  for  women  and  mi- 
nima torities  in  the  building  trade  unions, 
it  pis  "ampering  with  the  Davis-Bacon  Act 
lent  an  be  dangerous,  as  Lester  Fettig  discov- 
pay  tl  red.  Fettig,  who  headed  the  Office  of 
rer wi  ederal  Procurement  Policy  (OFPP)  un- 
SS.75  ler  the  Office  of  Management  &  Budget, 
ay  14  vas  critical  of  Labor  Secretary  Ray  Mar- 
liorDi  hall's  administration  of  prevailing  wage 
j  mus  iws  like  Davis-Bacon.  Mr.  Fettig  is  no 

onger  with  the  government, 
lilraa    However,  the  GAO  isn't  giving  up.  It 

-  >lans  to  refute  the  Labor  Department's 
toiecc  partisan  report.  Meanwhile,  Davis-Ba- 

r  -  ;on  isn't  the  only  problem  for  labor  in 
simili  Washington.  The  Administration  is  go- 
Hit;  ng  to  try  to  nibble  at  compensation  lev- 
Is  of  federal  workers  by  adding  fringe 
:  >enefits — which  are  far  higher  for  gov- 
r  A,  rnment  jobs  than  private  industry — to 
k  he  comparisons  between  federal  and  pri- 
'fate  pay  levels.  Those  comparisons  are 
ised  to  figure  government  pay  levels; 
itmv,  vho  gets  more,  public  or  private  work- 
becaui  rs,  is  still  being  argued,  but  there's  little 

-  loubt  what  the  taxpayers  think.  Wheth- 
r  the  Administration  will  have  the  cour- 

jnhai  ge  to  fight  to  the  end  is  uncertain. 
.  v     The  winds  in  Washington  are  blowing 
(  [ok  wo  ways  these  days.  For  the  first  time  in 
legjsl  ears,  there  is  a  genuine  concern  with 
tfis  he  size  of  the  federal  budget  and  with 

i  he  inflationary  impact  of  high  federal 
jmuii  yage  standards  and  one-sided  labor  laws. 
^:  >ut  there  are  equally  strong  interest 

j  ;roups — consumer,  business,  labor — that 
[mult  iush  the  other  way.  As  for  the  Carter 

Administration,  it  is  talking  anti-infla- 
ion  but  behaving  ambiguously.  ■ 
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Richer.  And,  of  course,  costlier. 
For  the  very  good  reason  that  it  is 
)lended  from  the  Cognacs  of  more 
than  70  select  vineyards,  all  of  which 
lie  within  France's  two  pre-eminent 
Cognac  districts,  Grande  Cham- 
pagne and  Petite  Champagne. Truly, 
the  world's  most  civilized  spirit. 


VS.O.E 


^^^^ 
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From  desk 

to  deck 

in  12  minutes. 

No  place  in  Rhode  Island  is 
far  from  our  400  miles  of 
coastline. ..America's  Cup 
Races ...  blue  water  sailing  to 
Block  Island,  or  cruising  on 
Narragansett  Bay. 

But  that's  after  work. 
During  work,  you  can  reach 
more  people  and  more 
income  within  a  300  mile 
area  than  you  could  within 
300  miles  of  LA,  Chicago, 
St.  Louis,  Dallas,  Cleveland 
or  Atlanta. 

Taxes?  10%  lower  than 
the  Northeast  average  -  and 
below  the  national  average. 
Tax  exempt  financing,  too. 
Write  or  phone  Rhode  Island 
Department  of  Economic 
Development,  One  Weybosset 
Hill,  Providence,  Rhode 
Island  02903.  401-277-2601. 
Attn:  Scott  Eubanks,  Director. 


Rhode  Island 

The  workstyle/Iifestyle  state. 


Diamond  International 

is  expanding  because  you  are. 


Homeowners  last  year  invested  more  than 
$40  billion  in  home  expansion  and  modern- 
ization. To  help  keep  up  with  them  we've 
added  52  building 
supply  home  centers. 
That  makes  over  100. 
So  far. 


Total  expenditures 

U.S.  home  improvements 


A  67%  dollar  increase  since 
1974.  Some  improvement. 


There's  no  place  like  it. 

Americans  spend  more 
on,  and  in,  their  homes 
than  on  any  other 
purchase.  And  they 
keep  spending.  Which 
is  why  we  recently  al- 
most doubled  the 
number  of  Diamond 
building  supply  home 
centers — to  over  100 
stores.  They  serve 
contractors  and  do-it-yourselfers,  and  sell 
everything  from  lumber  to  lighting  fixtures. 

Old  homes.  New 
homes.  It  doesn't 
make  too  much  dif- 
ference to 
Diamond. 
Our  finished 
lumber  goes 
for  new  con- 
struction and 
room  add-ons  and 
renovations.  By 
serving  both  markets  we 
help  avoid  cyclical  swing 
extremes.  Because  tra 
ditionally,  when  new 


Last  year 
we  had  61 
home  centers. 
This  year  over  100. 


Mi 


housing  starts  to  decline,  home  remodeling 
and  expan-  I 
sion  booms. 

Second 
homes. 
Solar 
homes. 

You've  seen 

what's  hap-  Solar  homes.  Dawn  of  a  new  building  age? 

pening  with  vacation  or  weekend  homes. 
We  see  it  in  our  home  center  sales.  Then 
there's  the  energy  crunch.  A  recent  study 
shows  that  92  out  of  every  100  U.S.  home- 
owners plan  energy-related  home  improve- 
ments because  of  rising  fuel  costs.  To  say 
nothing  of  tax  breaks. 

Solar  homes  will  need  even  more 
construction  and  insulating  mate- 
rials to  collect  and  conserve 
the  energy  of  the  sun. 

Our  expanding  house. 

When  America  builds, 
our  business  builds.  In 
the  last  six  years  we've 
nearly  doubled  total 
sales — to  over  $1  bil- 
lion. And  lumber  and 
other  home  building 
products  have  been 
among  the  biggest 
contributors  to  our 
growth  and  earnings. 
Write  Dept.F-59 
for  our  quarterly 
and  annual 
reports. 


Over  90%  of  homeowners  plan 
to  insulate  themselves  better. 


DIAMOND 

INTERNATIONAL, 


733  Third  Avenue,  New  York,  N.Y.  10017 
Forest  Products  •  Packaging  &  Printing  •  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 


1979  Caprice  Sedan  in  Silver  Classic  Custom  Two-Tone 


You've  heard  of  the  rocky  road  to 
success. 

Well,  that  old  cliche  sure  doesn't  fit 
The  New  Chevrolet. 

The  ride  to  the  top  was  swift  and  sure. 

It  was  also  smooth  and  quiet. 
A  winner  on  the  charts. 

Within  weeks  of  its  introduction,  in 
the  autumn  of  1976,  our  new  generation 
full-size  car  became  the  best-selling  car 
in  America. 


And  if  s  been  solidly  on  top  ever  since. 
"Must  be  some  carT  you  say. 
"You're  so  righf/  we  say. 
A  winner  on  the  road. 

Owners  are  giving  The  New 
Chevrolet  particularly  high  marks  in  ease 
of  handling  and  riding  comfort. 

Take  a  ride  in  one  and  see. 

Feel  how  Full  Coil  suspension  helps 
flatten  out  the  bumps.  And  how  16 
strategically  located  rubber  body 


mounts  help  muffle  road  noise  and 
vibration.  Let  your  body  bask  in  the 
comfort  and  quiet  of  The  New  Chevrolet. 

Then  talk  to  your  Chevrolet  dealer 
about  buying  or  leasing  a  1979  Caprice 
or  Impala  for  your  very  own. 


Chevrolet 


America  has  driven  it  to  the  top. 


vmerican  Broadcasting  Cos.  is  making  fan- 
astic  profits,  but  the  stockholders  may  never 
\?e  much  of  them. 


Is  ABC  on  a  costly 
ego  trip? 


IGHTEEN  MONTHS  AGO,  in  its  Nov. 

M  15,  1977  issue,  Forbes  asked  a 
mm  question  that  had  become  glaring- 
obvious  the  moment  American  Broad- 
isting  Cos.  climbed  out  of  its  historic 
>ot  as  the  also-ran  network  and  began 
i  pile  up  cash  the  way  only  a  successful 
oadcast  operation  can:  What  to  do 
ith  all  that  money?  Even  then  ABC  had 
ose  to  $200  million  in  cash,  no  appar- 
lt  diversification  program  and — most 
iportant — a  history  of  complete  unsuc- 
:ss  in  its  diversification  efforts. 
What's  changed  since  then?  Chairman 
^onard  Goldenson,  72,  presides  over  a 
^sh  hoard  of  about  a  quarter  of  a  billion 
)llars,  or  more  than  $9  per  ABC  com- 


disaster.  It  is  concentrating  the  bulk  of 
its  efforts  in  an  allied  field — publishing — 
and  has  a  new  publishing  boss,  Seth  Ba- 
ker, 51,  a  financial  man  who  in  recent 
years  has  dabbled  in  publishing. 

Stockholders  can  only  hope  the  new- 
wave  diversification  is  sounder  than  the 
old,  nearly  all  of  which — records,  tourist 
attractions,  movie  production,  rack-job- 
bing and  movie  theaters — have  been  re- 
lentlessly unprofitable.  They  could 
scarcely  have  been  otherwise  in  view  of 
the  aging  Goldenson's  offhand  way  about 
his  acquisitions.  For  example,  ABC 
seems  to  have  gotten  into  publishing — 
now  suddenly  the  focus  of  its  nonbroad- 
cast  activities — quite  by  accident.  To  get 


on  share — and  the  flow  can  hardly  fail 
increase.  With  ABC's  grip  on  the  rat- 
gs  secure  this  season  and  probably 
•xt,  Wall  Street  sees  earnings  of  $5.70  a 
are  this  year — another  sharp  gain  on 
p  of  1978's  $4.60  a  share  (excluding 
^continued  operations).  For  a  business 
at  doesn't  take  much  capital  spending 
d  for  a  company  that  isn't  very  gener- 
s  when  paying  dividends,  the  cash  re- 
ams embarrassing. 

One  thing  has  changed:  ABC  is  mak- 
g  a  fresh  start  at  diversification,  at 
lich  it  has  been — to  date — a  near-total 


full  ownership  of  radio  station  WLS  in 
Chicago  in  1959,  Goldenson  bought  Prai- 
rie Farmer  Publishing  Co.,  which  pub- 
lished three  farm  journals.  "ABC  never 
even  looked  at  them,"  says  an  ex-em- 
ployee. "The  Butler  estate,  which  owned 
the  radio  station,  insisted  that  ABC  buy 
Prairie  Farmer  to  get  WLS,  and  the  price 
looked  right.  They  didn't  know  what  to 
do  with  it  when  they  got  it." 

What  ABC  had  long  needed  was  a  good 
operating  executive  to  ride  herd  on  all  its 
nonbroadcast  diversifications.  A  McKin- 
sey  &  Co.  consulting  study  in  1972  told 


Goldenson  as  much,  and  singled  out  pub- 
lishing and  records  as  the  only  diversifi- 
cations worth  keeping.  So  I.  Martin 
Pompadur,  then-ABC  President  Elton 
Rule's  right-hand  man,  was  put  in 
charge.  By  then,  ABC  had  already 
scrapped  its  movie-producing  subsidiary, 
which  had  lost  an  estimated  $45  million 
since  1967  on  21  feature  films. 

Pompadur  soon  discovered  that  ABC 
Records  was  responsible  for  a  full  decade 
of  inventory  that  had  been  shipped  to 
retailers  and  counted  as  sales,  on  which 
ABC  salesmen  got  commissions.  The 
unsold  records,  returned  for  reimburse- 
ment, led  to  a  $27.3  million  writeoff  in 
1975.  Other  flaky  practices  were  com- 
mon— such  as  giving  retailers  10  free  al- 
bums when  shipping  100,  which  enabled 
the  retailer  to  return  110  and  thus  get 
credit  for  the  10  "free"  ones.  Between 
1975  and  1977  the  record  division  lost 
$64  million  pretax,  plus  $15  million  in 
production  losses,  plus  $13  million  on 
the  sale  of  its  rack-jobbing  operation.  On 
top  of  that,  there  was  another  $30  mil- 
lion loss  on  records  in  1978. 

That  was  the  year  ABC  finally  faced  up 
to  the  fact  that  it  had  to  stanch  the 
bleeding.  It  sold  the  rest  of  its  movie 
theaters  to  Plitt  Theaters  Inc.  for  about 
$50  million  in  cash  and  notes.  Then  it 
unloaded  its  rack-jobbing  operation  to 
Lieberman  Enterprises  for  about  $16  mil- 
lion, a  loss  offset  by  the  gain  on  the 
theaters.  (ABC  merged  with  the  old  Para- 
mount chain  in  the  early  Fifties  to  form 
today's  company.)  Then  it  announced 
the  sale  of  most  of  its  record  operations 
to  MCA  for  an  unannounced  price  re- 
portedly somewhat  more  than  book,  so 
another  small  gain  may  have  been  real- 
ized. Also  sold  was  one  of  ABC's  tourist 
attractions,  Historic  Towne  of  Smith- 
ville  in  New  Jersey,  leaving  the  company 
with  two  tourist  parks  in  Florida,  Silver 
Springs  and  Weeki  Wachee  Spring.  (The 
latter  had  been  acquired  years  ago  be- 
cause, says  one  insider,  "The  guy  who 
ran  the  theaters  told  Goldenson  that 
with  the  land  boom  there,  it  would  be  a 
good  idea  to  buy  a  few  parks.") 

Pompadur,  like  a  Soviet  commissar  in 
Stalin's  day,  was  made  the  scapegoat  for 
the  sorry  diversification.  He  left — or  was 
forced  out,  depending  on  which  version 
you  accept — in  1976  and  is  now  presi- 
dent of  Ziff-Davis  Corp.  Pompadur 's  last 
deal  (completed  after  he  left)  was  Seth 
Baker  and  Los  Angeles  magazine. 

ABC  spent  $13.2  million  to  get  Baker 
and  his  monthly  magazine,  Los  Angeles,  a 
once-shaky  regional  that  Baker  had  built 
in  five  years  from  a  circulation  of  1 7,000  to 
1 55,000.  Thick  as  a  phone  book  and  awash 
with  ads,  Los  Angeles  seemed  to  ABC 
executives  a  glittering  success  story  and 
Baker  a  true  publishing  genius.  In  short 
order  Baker  was  made  president  of  ABC 
Publishing,  clearly  the  area  in  which  ABC 
is  moving  for  diversification. 
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he  delights  of  a 
~  fine  hotel  bloom 
in  the  mind,  lon£,  after 
the  journey  is  past. 


4 


r  Four 
Seasons 

Plaza  Nacional 

San  Antonio 

South  Alamo  at  Durango 

Call  your  Travel  Agent  or  Toll  Free 
New  York  State  800-462- 1  1  50 
Elsewhere  in  Continental  U.S. 
800-828-1  188. 

Four  Seasons  Hotels 

London,  England  (Inn  on  the  Park) 

Chicago  (Ritz -Carlton) 
San  Antonio  •  San  Francisco  (Clift) 
Washington  D  C  *  Houston  1 98  1 
Israel  •  Montreal 
Ottawa  •  Belleville 
Toronto  (Four  Seasons,  Yorkville) 

Toronto  (Inn  on  the  Park) 
Calgary  •  Edmonton  •  Vancouver 


Save  for  the  Florida  tourist  attractions, 
publishing  is  now  ABC's  only  nonbroad- 
cast  diversification;  and  ABC's  recent 
acquisitions,  all  in  publishing,  clearly 
bear  Baker's  mark.  In  1978  there  was  the 
acquisition  of  Hitchcock  Publishing  and 
Miller  Publishing,  both  trade  magazine 
operations,  for  about  $20  million.  This 
year  the  much-wooed  trade  house,  Chil- 
ton Publications,  was  bought  from  the 
Pew  family's  Glenmede  Trust  and  other 
stockholders  for  $51  million. 

How  is  ABC  doing  in  publishing?  Fair- 
ly well,  if  not  brilliantly.  Its  publishing 
properties  grossed  $83  million  last  year 
and  netted  $11  million  pretax;  a  13% 
pretax  return.  ABC  hasn't  yet  commit- 
ted really  big  money  to  the  business,  but 
the  chances  of  getting  burned  are  mount- 
ing. Obviously,  Goldenson  has  handed 
Seth  Baker  an  open  checkbook.  "They 
overpaid  outrageously  for  that  property," 
says  one  publisher  who  had  looked  at 
Chilton.  "There's  no  rhyme  or  reason  to 
the  mix  of  ABC's  publishing  business." 

What's  the  form  book  on  Baker?  Here 
is  part  of  his  background  that  ABC  may 
not  even  know,  and  has  certainly  never 
published.  The  son  of  a  wealthy  Balti- 
more industrialist,  Baker  had  a  seat  on 
the  New  York  Stock  Exchange  while  still 
in  his  20s;  he  became  a  partner  in  the 
odd-lot  brokerage  house  of  DeCoppet  & 
Doremus,  a  connection  he  kept  until  the 
late  1960s. 

Long  before  then,  however,  Baker  got 
in  on  the  ground  floor  of  a  hot  little  Los 
Angeles  drug  company  named  ICN  Phar- 
maceuticals (then  International  Chemi- 
cal &  Nuclear),  whose  stock  went  from  3 
to  37  in  the  late  Sixties  and  early  Seven- 
ties and  then,  alas,  back  to  3.  "Seth  Ba- 
ker was  the  man  responsible  for  our  fi- 
nancing and  making  our  European  acqui- 
sitions," says  ICN's  President  Milan 
Panic.  Unfortunately,  ICN's  fortunes 
turned  sour  and  ICN's  creative  account- 
ing, like  that  of  so  many  go-go  compa- 
nies, caught  up  with  it.  When  the  stock 
plummeted,  acquisitions  stopped  and 
earnings  turned  to  deficits. 

But  Baker  was  already  out  of  the  ICN 
picture  by  then,  having  sold  before  the 
stock  plunged  when  he  couldn't  persuade 
ICN's  board  to  go  into  nursing  homes. 
He  got  into  the  nursing  home  business 
himself  two  years  later,  with  the  pur- 
chase of  9%  of  the  stock  of  Baltimore's 
CHC  Corp.,  a  smallish  owner  of  18 
homes.  CHC  had  run  into  some  prob- 
lems with  local  health  authorities  and 
was  found  to  have  overcharged  Medicaid 
by  $1.6  million  (now  under  appeal).  Ba- 
ker, who  had  acquired  a  substantial  in- 
terest in  the  company  and  had  become 
the  CEO,  began  to  sell  off  the  nursing 
homes.  He  used  the  proceeds  to  purchase 
six  publishing  ventures  and  a  record 
company.  When  ABC  looked  over  CHC 
that  year,  it  found  only  two  properties  it 
wanted:  Los  Angeles  magazine  and  NILS, 


With  ABC  common  selling  re- 
cently around  36,  the  company 
could  buy  in  10%  of  its  27.4 
million  shares  with  less  than 
half  of  its  estimated  current 
cash  kitty.  That  would  still 
leave  it  with  a  comfortable 
$150  million  in  cash,  plus  am- 
ple borrowing  power  and  prof- 
its that  keep  pouring  in. 


a  legal  reference  service.  The  two  proper 
ties  earned  just  $506,000  in  the  nine 
months  before  ABC  acquired  them.  "Ol 
the  two,  NILS  accounted  for  almost  all  o: 
these  profits,"  says  Richard  Rynd,  whr 
had  been  a  major  CHC  stockholder. 

A  good  many  people  suspect  that  Seth 
Baker  sold  himself  as  hard  as  he  sold  his 
publications  and  that  Goldenson  was 
really  buying  the  services  of  Seth  Bakei 
and  his  two  chief  lieutenants,  Donalc 
Allegro  and  Guy  LeVasseur. 

But  Baker,  whatever  his  small  publish- 
ing successes,  has  yet  to  show  that  he 
can  make,  and  then  run,  the  major  pub- 
lishing acquisitions  that  ABC  woulc 
have  to  make  if  publishing  is  to  be  z 
significant  diversification.  And  if  noi 
publishing,  what?  ABC  has  been  badly 
burned  in  other  parts  of  the  entertain 
ment  business  and  it  knows  nothing  at 
all  about  manufacturing  or  finance.  Gol- 
denson's  recent  interest  in  Financial  Fed 
eration,  a  large  California  savings  anc 
loan  outfit,  is  rumored  to  have  been  over- 
ruled by  ABC's  board. 

There  is,  of  course,  a  possibility— 
which  Goldenson  and  ABC  have  stead 
fastly  rejected  up  to  now — that  a  sub 
stantial  part  of  ABC's  cash  might  be  era 
ployed  to  the  direct  benefit  of  ABC's 
stockholders.  That  need  not  mean  ar 
ordinary  dividend;  there  are  more  so 
phisticated  ways  of  enriching  the  stock 
holders  than  paying  taxable  dividends. 

Goldenson  could  follow  the  example  o: 
Teledyne's  Henry  Singleton  and  buy  in  £ 
substantial  fraction  of  ABC's  shares 
With  ABC  common  selling  recently 
around  36,  the  company  could  buy  ir 
10%  of  the  27.4  million  outstanding 
shares  with  less  than  half  of  its  estimat 
ed  current  cash  kitty.  That  would  stil 
leave  the  company  with  a  comfortable 
$150  million  in  cash,  not  to  mentior 
ample  borrowing  power  and  profits  thai 
continue  to  pour  in. 

But,  given  ABC's  record  and  the  per 
sonalities  involved,  this  kind  of  ingenu 
ity  is  probably  too  much  to  expect.  Leon 
ard  Goldenson  is  no  Henry  Singleton.  L 
ABC  decides  it  wants  to  become  big  ir 
publishing,  it  has  money  to  finance  such 
an  ego  trip.  ABC  shareholders  can  only 
pray  that  Baker  is  a  better  executive  anc 
more  of  a  publishing  genius  than  he  has 
yet  shown  himself  to  be.  ■ 
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QANTEL  vs.  ANYONE 


Mighty  strong  words  from  a 
darkhorse  contender  facing, 
some  heavyweight  computer 
manufacturers!  As  it  happens, 
we're  up  to  the  challenge.  , 
Which  is  what  this  message  is 
about.  It's  a  brief  review  of  the 
technological  knockouts  we've 
scored  in  the  marketplace. 

You  see,  Qantel  Corporation 
was  one  of  the  first  manufac- 
turers to  cut  computers  down 
to  size.  We  use  plain-English 
programming  so  you  can  op- 
erate our  systems  with 
people  on  your  existing 
staff.  We  designed 
modular  hardware  and 


compatible  software  for  plug-in 
upgrade  potential,  and  de- 
veloped a  library  of  hard- 
working, common-sense  appli- 
cations programs. 

Like  Solutions,  a  series  of 
off-the-shelf  software  that 
writes  orders,  invoices,  P.O.'s, 
checks,  payroll,  journals,  and 
reports,  It  helps  you  keep  a 
tight  rein  on  inventory,  and 
generates  cash  management 
reports.  There's  Qicplan,  a 
system  that  gives  you  predic- 
tion through  "modeling'1  to 
handle  forecasting  and  plan- 
ning requirements.  For  insight, 
there's  Qantel's  Report 
Generator,  a  do-it-yourself' 


tool  that  transforms  you  per- 
sonally into  an  accomplished 
programming  pro.  There's  a 
Word  Processing  system  that 
fully  automates  typing  and  text 
editing  procedures,  and  an 
Audio  Response  system  that 
gives  you  verbal  access  to 
your  business  data  by  phone. 

And  those  are  just  the  pre- 
liminaries! To  find  out  more 
about  our  list  of  credentials, 
call  or  write  Qantel. 
Qantel  Business  Computer 
Systems,  from  less  than 
$500  a  month  ! 

QANTEL" 

Business  Computer  Systems 
3525  Breakwater  Ave..  Box  3517 
Hayward.  CA.  94545  TWX  910-383-0249 
TOLL  FREE:  (800)  227-1894 
(Calif,  call  collect  (415)  783-3410  ext.  370) 
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Mesa  Petroleum's  Boone  Pickens  buys  and  sells  oil  properties  in  much 
the  same  way  that  old-time  horse  traders  used  to  swap  horses.  The 
results  to  date  are  extremely  impressive. 


Man 

to  watch 


They  asked  me  how  I  did  it, 
and  I  gave  'em  the  Scripture  text, 
"You  keep  your  light  so  shining, 
a  little  in  front  of  the  next!" 
They  copied  all  they  could  follow, 
but  they  couldn't  copy  my  mind, 
And  I  left  'em  sweating  and  stealing, 
a  year  and  a  half  behind. 
— Rudyard  Kipling,  "The  Mary  Gloster' 


By  James  Flanigan 


Like  the  hero  of  Kipling's  poem,  T. 
(for  Thomas)  Boone  Pickens, 
chairman  and  president  of  Mesa 
Petroleum  Co.,  prides  himself  on  being  a 
step  ahead  of  the  crowd.  Pickens  started 
out  selling  oil  leases  in  1956  with  $2,500 
and  a  $100,000  line  of  credit  and  built 
Mesa,  which  has  $374  million  in  stock- 
holders' equity,  $1  billion  in  assets  and  a 
market  value  of  just  over  $650  million. 

Boone  Pickens  has  a  way  of  zigging 
while  others  are  zagging.  Right  now, 
when  the  oil  and  gas  industry  is  hot 
about  prospects  in  Canada,  he  is  selling 
Mesa's  Canadian  properties,  and  they  are 
significant:  400  billion  cubic  feet  of  prov- 
en natural  gas  reserves,  8  million  barrels 
of  oil  and  1.3  million  undeveloped  lease 
acres,  some  of  them  adjoining  big  new 
gasfields  in  Alberta.  Pickens  hopes  to  get 
more  than  $400  million  for  the  proper- 
ties— 50%  or  more  of  his  company's 
market  value  for  an  asset  that  last  year 
brought  in  28%  of  Mesa's  $42  million 
net  income. 

On  top  of  that,  Pickens  is  selling  Me- 
sa's 25%  interest  in  a  North  Sea  oilfield 
for  $57  million.  By  the  end  of  summer, 
when  both  deals  should  be  concluded, 
Mesa  may  bring  home  to  the  U.S.  close 
to  $500  million  in  cash  and  credits.  The 
cash  will  be  enough  to  make  even  lever- 
aged Mesa's  $385  million  debt  seem  aca- 
demic and  give  Pickens  running  room  for 
a  new,  big  deal.  A  grand  project  is  form- 
ing in  the  50-year-old  geologist's  mind. 
"We  could  do  a  $100  million  deal  but  so 
what?"  he  says.  "I'm  looking  for  some- 

100 


Mesa  Petroleum  Chairman  T.  Boone  Pickens 
His  counterparts  said  he  was  "just,  by 


in  bis  Amarillo  office 

golly,  cuckoo."  Cuckoo  like  a  fox. 


thing  much  bigger  than  that." 

Just  what  that  deal  might  be  has  the 
institutional  investors  (who  own  21%  of 
Mesa's  stock)  and  the  analysts  guessing. 
Just  have  faith,  Pickens  says:  "I  said  in 
New  York,  just  have  a  little  patience  and 
confidence  in  management,  look  what 
we've  done  in  the  past,  and  it'll  all  come 
to  the  surface  pretty  quick." 

Mesa's  contracyclical  moves  have  paid 
off  in  the  past.  In  1972-73,  when  the  U.S. 
oil  companies  moved  their  rigs  south- 
ward, Mesa  stayed  in  Canada.  "Mesa  got 
wealthy  up  there  when  everybody  was 
looking  in  a  different  direction,"  says 
Group  Vice  President  for  Exploration 


lack  K.  Larsen.  Leases  that  cost  Mesa  %'. 
and  $3  an  acre  there  are  today  worth  $41 
an  acre  by  conservative  estimate;  $10) 
by  Mesa's  estimate. 

Beginning  in  1970  Mesa  poured  mone" 
into  the  Gulf  of  Mexico — $554  millioi 
total  as  of  Dec.  31.  Production  began  ii 
1973  but  the  big  payoff  starts  this  yea 
when,  according  to  Pickens,  Gulf  o 
Mexico  operations  will  contribute  som 
$100  million  in  revenues,  40%  of  th' 
$250  million  he  projects  for  1979. 

How  did  a  company  of  $8.6  millioi 
cash  flow  in  1 970  and  only  $36  million  a 
late  as  1975  plunge  so  heavily  in  th 
Gulf?  Partly  with  $137  million  of  inter 
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Knoll  designs  with 
Citicorp's  CitiLeverage. 

CitiLeverage.  Five  asset-based  financial  services 
that  respond  directly  to  a  company's  "success  signals'.' 


All  over  America,  corporations  are  tak- 
ing advantage  of  their  hidden  strengths- 
with  CitiLeverage.  The  new  range  of  asset- 
based  financial  services  from  Citicorp 
Industrial  Credit,  Inc. 

One  example  is  General  Felt's  Knoll 
International.  A  Pennsylvania  company 
known  for  creative  leadership  in  con- 
temporary furniture,  designed  by  top 
architects,  sculptors  and  engineers. 

Not  long  ago,  General  Felt  wanted  to 
acquire  Knoll — with  its  unique  expertise 
and  possibilities  for  growth. 


Knoll  had  strong  current  assets  (to  our 
analysts,  a  "success  signal"). 

With  CitiLeverage,  General  Felt  was  able 
to  take  advantage  of  those  assets  for  a 
smooth  acquisition. 

In  commercial  finance,  industrial  sales 
finance,  factoring,  equipment  finance 
and  leasing,  intelligent  managements 
are  using  CitiLeverage  to  convert  their 
success  signals  into  real  capital. 

To  get  an  idea  of  how  CitiLeverage 
can  give  you  new  advantages,  call  our 
Chairman,  Bob  Martinsen,  at  (212) 


559-6631,  collect.  Or  write  him  at  Citicorp 
Industrial  Credit,  Inc.,  399  Park  Avenue, 
New  York,  NY  10043. 

He'll  put  you  together  with  the  right  CIC 
officer  in  one  of  our  29  offices  across 
the  nation. 

Citicorp's  CitiLeverage: 

Because  nothing  succeeds  like  success. 

G  CITICORP 

Citicorp  Industrial  Credit,  Inc. 


est-free-loans  from  gas-hungry  pipeline 
companies.  "I  remember  when  we  made 
those  particular  deals,"  says  Pickens.  "I 
heard  counterparts  of  mine  in  other  [ex- 
ploration] companies  say  we  were  just, 
by  golly,  cuckoo.  We  were  tying  up  the 
gas  and  you  shouldn't  do  that.  But  there 
is  no  way  this  company  could  have 
grown  as  rapidly  as  it  has  if  we  had  not 
used  interest-free  debt." 

But,  as  the  saying  goes,  you  have  to 
have  money  to  borrow  it.  Mesa  was  a 
$5.5  million  (revenues)  exploration  com- 
pany financed  by  drilling  funds  before 
1969  when  it  made  a  merger  with  Hugo- 
ton  Production  Co.,  twice  its  size  in  rev- 
enues and  earnings.  Hugoton  owned  nat- 
ural gas  in  Kansas'  Hugoton  field  and  had 
gas  supply  contracts  with  Kansas  Power 
&  Light  that  soon  brought  Mesa  $13 
million  a  year.  The  merger  gave  Mesa  the 
stable  cash  flow  it  needed  to  raise  bank 
debt  for  its  drilling  prospects. 

Thus  Pickens  has  brought  Mesa  a  long 
way  in  a  decade,  and  acquired  a  following 
on  Wall  Street  while  doing  it.  Analyst 
Salvatore  Illacqua  of  L.F.  Rothschild,  Un- 
terberg,  Towbin  flatly  names  Pickens 
"the  best  financial  man  I've  met  in  25 
years  in  the  oil  business."  Institutional 
broker  McDonald  &  Co.'s  Jack  Aydin 


"We  could  do  a  $100  million 
deal  but  so  what?"  says  Pick- 
ens. "I'm  looking  for  some- 
thing much  bigger  than  that." 


says  he  told  Pickens  that  if  anybody 
bought  out  Mesa — Pickens  owns  1.2%  of 
the  16  million  shares  outstanding — 
McDonald's  people  would  raise  $100  mil- 
lion to  set  him  up  on  his  own. 

Pickens,  who  was  born  in  Oklahoma 
and  raised  in  Amarillo,  Tex.,  where  he 
now  lives,  knows  how  to  talk  Wall 
Street's  language  as  well  as  that  of  the 
geologists.  Listen  to  him  explain  his 
Canadian  and  North  Sea  liquidations: 
"We  have  to  translate  the  true  value  of 
the  reserves  of  the  company  to  the  stock- 
holder at  some  point.  If  you  don't  there's 
another  way  to  do  it  and  that's  by  liqui- 
dation." Sitting  before  a  roaring  log  fire 
in  the  gas-fueled  fireplace  of  his  Mexican 
villa  on  the  outskirts  of  Amarillo,  Pick- 
ens repeats  his  money-making  credo:  "If 
we  have  two  successive  quarters  of  de- 
clining production  and  reserves,  don't 
look  for  us  to  be  around  for  the  third." 
Treadmills  do  not  appeal  to  Pickens,  nor 
does  mere  corporate  survival.  The  idea  of 
the  perpetual  corporation,  with  cash  flow 
from  declining  operations  being  rein- 
vested in  growth  opportunities,  appeals 
to  a  good  many  people,  but  not  Pickens. 
He  shrugs  that  off  as  just  so  much  "job 
preservation." 

So  he  is  getting  full  value  for  the  Cana- 
dian properties — including  400  billion 


cubic  feet  of  gas — and  picking  up  re 
serves  in  the  U.S.  Mesa  is  buying  half  oi 
Ashland  Oil's  Kansas,  Oklahoma  an<j 
Texas  production  and  acreage,  including 
380  billion  cubic  feet  of  gas  and  gas 
equivalent  reserves.  Why  the  swap?  Be^ 
cause  he  is  getting  full  market  value  foi 
the  Canadian  gas  while  he  sees  profit 
possibilities  in  the  Ashland  reserves 
"The  obvious  difference  is  that  the  Ash 
land  gas  is  under  long-term  contract  at  ar 
inferior  price,"  says  Pickens.  "We  expect 
to  upgrade  the  price  some  way." 

Given  the  many  price  differentials  foi 
new  wells,  stripper  gas,  etc.,  contained  ir 
the  Natural  Gas  Policy  Act  of  1978,  Pick 
ens  just  might  be  able  to  do  that.  He  has 
a  record  in  that  respect.  In  1976  he  forcec 
Kansas  Power  &  Light  to  pay  $1.52  in 
stead  of  25  cents  per  1,000  cubic  feet  foi 
15.5  billion  cubic  feet  of  the  70.6  bilhor 
cubic  feet  it  receives  under  contract.  He 
did  that  by  pressing  his  legal  right  tc 
build  a  nitrogen  rejection  plant  which 
would  have  increased  Mesa's  output  o 
natural  gas  liquids  but  reduced  produc 
tion  for  KP&L  by  22%.  The  utility  po 
nied  up  for  the  threatened  gas  and  Pick 
ens  canceled  the  plant.  He  is  now  getting 
$1.96  per  thousand  cubic  feet  for  that  gas 
because  of  two-year  review  provisions  h« 
wrote  into  the  supplemental  contrac 
with  KP&.L. 

Pickens  doesn't  win  them  all.  In  I97t 
he  was  beaten  out  by  Southland  Royalty 
in  the  bidding  for  Aztec  Petroleum  witf 
its  1  trillion  cubic  feet  of  gas  reserves,  j 
loss  that  still  irritates  him.  But  the  sam< 
year,  Pickens  bought  over  1  millior 
shares,  7.4%,  of  Dallas'  General  Ameri 
can  Oil,  a  company  with  declining  oi 
and  gas  reserves  but  virtually  no  debt 
With  the  pending  cash  buildup  from  th» 
Canadian  and  North  Sea  sales  on  th« 
horizon,  a  takeover  of  General  Americar 
is  one  obvious  possibility.  Pickens  i: 
coy:  "The  attraction  in  General  Ameri 
can  would  be  the  balance  sheet,  whicl 
would  mean  you'd  do  another  deal  afte 
that,  wouldn't  it?"  he  says,  giving  littli 
hint  of  his  plans  but  a  clear  signal  of  hi: 
large-scale  ambitions. 

One  thing  is  clear:  Once  Pickens  ha 
paid  down  some  debt — at  least  the  $  1 0C 
million  or  so  currently  costing  13%  ant 
14%  interest — and  paid  Canadian  taxes 
he  will  surely  be  going  after  new  U.S.  ga 
and  oil.  Funds  will  be  allocated  to  dril 
promising  acreage  Mesa  has  staked  ou 
in  Texas,  North  Dakota,  Florida  and  Kan 
sas.  In  what  Jack  Larsen,  his  vice  presi 
dent  for  exploration,  calls  "the  grand  de 
sign,"  it  is  almost  certain  Pickens  ha 
other  large  acquisitions  in  mind.  On  th 
fundamentals  of  this  design  Pickens  is  a 
plain  as  the  Amarillo  landscape:  "W' 
have  no  refining,  marketing,  transporta 
tion.  We  don't  want  any;  we're  not  goin; 
to  have  any.  We  are  a  large  domestic  ga 
and  oil  producer  and  we're  going  to  ge 
larger."  ■ 
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Energy-producing  resources  are 
a  part  of  Santa  Fe's  progressive 
operations  and  we  do  more- 


Santa  Fe  has  approximately 
663  million  tons  of  proven 
coal  reserves  and  the  capac- 
ity to  move  it  by  dependable 
and  flexible  unit  train  service. 


Santa  Fe  progress 

Energy-producing  resources  and  energy-saving  transportation  axe  plus 
factors — contributing  to  the  strength  and  growth  of  the  Santa  Fe. 

Our  energy-producing  resources  group  is  pumping  over  45,000  barrels 
of  oil  a  day  and  approximately  370  million  tons  of  low-sulphur  coal  are 
being  developed  in  the  San  Juan  Basin  of  New  Mexico. 

Unit  trainloads  are  increasing  in  number  to  transport  coal  to  help 
meet  the  nation's  need  for  energy,  and  Piggy-Back  rail  service  is  setting 
all-time  records. 

Santa  Fe  is  all  of  thisp/t/s  a  busy  truck  line,  pipelines,  lumber  production, 
land  development  and  construction. 


For  information  about  the  many  ways  we  can  serve  you,  write: 

SANTA  FE  INDUSTRIES,  INC.,  224  South  Michigan  Ave.,  Chicago,  III.  60604 


While  other  hospitals  struggle  to  make  ends 
meet,  Community  Psychiatric  goes  on  setting 
new  profit  records. 


A  picture  of 
health 


Robert  L  Green  of  Community  Psychiatric  Centers 

He  found  something  far  better  than  a  hot  real  estate  deal. 


Robert  L.  Green's  office  is  about 
what  a  visitor  expects  from  the 
chairman  of  a  company  named 
Community  Psychiatric  Centers.  On  a 
warm  San  Francisco  spring  day,  it's  a 
pleasant  walk  down  Nob  Hill,  through 
Chinatown  and  up  a  few  stairs  above  a 
flower  shop.  The  bearded,  48-year-old 
Green  has  a  huge  painting  of  a  swim- 
ming pool  on  his  wall.  The  open-air  room 
is  filled  with  plants  and  wicker  chairs. 
Just  what  you'd  expect  from  a  psychia- 
trist-turned-executive in  one  of  Ameri- 
ca's successful  young  companies.  Right? 

Wrong.  Green  isn't  a  psychiatrist,  and 
the  success  of  Community  Psychiatric 
has  far  more  to  do  with  hard-nosed  busi- 
ness management  than  with  psychiatry. 
Green  is  a  Stanford-educated  CPA.  and 
attorney  who  went  looking  for  a  hot  real 
estate  deal  17  years  ago.  Instead  he  stum- 
bled into  the  psychiatric  hospital  busi- 
ness, after  making  an  unexpected  discov- 
ery. Though  he  found  that  money  could 
be  made  in  hospital  real  estate  invest- 
ments, even  more  could  be  made  by  actu- 
ally running  hospitals  for  profit. 


This  sounds  a  little  strange,  consider- 
ing hospitals  all  over  America  are  stag- 
gering under  unrelenting  cost  squeezes 
that  are  far  worse  in  psychiatric  care 
than  in  many  other  medical  areas.  Blue 
Cross  reports  that  in  southern  Califor- 
nia, for  instance,  the  basic  hospital  room 
charges  for  psychiatric  care  rose  nearly 
25%  last  year,  to  $180.50  per  day. 

Meanwhile,  Community  Psychiatric 
is  breezing  along  charging  $135  a  day  in 
its  southern  California  hospitals,  making 
money  hand  over  fist.  Here's  the  record: 
Community  Psychiatric's  earnings  have 
increased  almost  twentyfold  since  it 
went  public  ten  years  ago,  bolstered  by 
39  consecutive  quarters  of  growth.  Last 
year  earnings  were  up  41%,  to  $1.65  a 
share,  on  pretax  margins  of  over  28%. 

With  $33  million  revenues,  Communi- 
ty Psychiatric  was  too  small  to  make  the 
list  of  1,006  major  U.S.  companies  in 
Forbes'  Jan.  8  issue,  but  if  it  did,  the 
company  would  rank  in  the  top  7%  in 
earnings  growth,  averaging  more  than 
30%  a  year.  Although  the  company's 
stock  sells  on  the  New  York  Stock  Ex- 
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How  to  put  your 
building  on  a  strict 
Btu  diet. 


Energy,  as  we  all  know,  is 
money.  It  disappears  faster  than  we 
can  put  our  fingers  on  it. 

Soon,  every  one  of  us  is 
going  to  have  to  start  budgeting 
energy.  The  high  costs  of  energy, 
as  well  as  government  regulations, 
are  going  to  demand  a  strict  ac- 
counting of  the  way  our  buildings 
consume  energy. 

But  there  are  ways  to  make 
a  Btu  stretch  farther.  We  believe 
there  are  four  important  things  that 
every  business  manager  should 
know  about  cutting  down  energy 
expenditures: 

To  do  a  good  job  of  saving 
energy,  you  have  to  be  con- 
cerned with  the  energy  performance 
of  the  entire  building,  not  just  a  com- 
ponent like  the  walls,  or  a  single 
system  like  heating  and  cooling. 

Every  facet  has  to  be  taken 
into  account.  The  mass,  or  weight, 
of  the  walls,  proper  insulation,  heat- 
ing and  cooling  systems,  air  infiltra- 
tion through  doors  and  windows, 
water  and  lighting  systems  — all  are 
critical. 

Building  performance 
standards  that  take  this  overall 
"thermal  performance"  (measured 
in  Btus  — British  thermal  units)  into 
account  are  the  best  kind  of  stand- 
ards. They  give  designers  and 
builders  freedom  to  use  their  skills 
and  ingenuity.  They  encourage 
such  things  as  proper  solar  orienta- 
tion of  buildings,  reduced  air 
infiltration  and  efficiently-sized 
mechanical  equipment.  A  true  "per- 
formance standard"  simply  sets  an 
energy  conservation  goal,  ex- 
pressed as  an  energy  budget  for  an 
entire  building,  and  then  permits 
that  goal  to  be  achieved  by  the  de- 
signer, builder,  and  owner  in  what- 
ever ways  they  can  devise. 

2 We  can  use  the  sun 's  energy 
♦  to  cut  energy  costs.  There 
are  both  "active"  and  "passive" 


solar  collectors.  "Active"  solar  col- 
lectors collect  energy  from  the  sun 
and  then  use  mechanical  equipment 
such  as  pumps  or  fans  to  distribute 
that  energy.  "Passive"  collectors 
simply  collect  the  sun's  heat  and 
hold  it  until  it  is  released  by  radia- 
tion or  conduction. 

No  materials  serve  as  "pass- 
ive" collectors  better  than  masonry  — 
brick,  concrete  block,  stone. 

Passive  solar  collectors 
have  many  advantages  over  active 
solar  collectors.  They  have  no 
working  parts  — nothing  to  go  hay- 
wire. They  are  simple  to  design 
and  build— and  they  are  more 
economical. 

3 Massive  walls  of  masonry, 
♦  even  when  they're  not  de- 
signed as  passive  solar  collectors, 
keep  buildings  warmer  in  winter, 
cooler  in  summer.  Because  of  their 
weight,  or  mass,  masonry  walls  act 
like  thermal  blankets.  In  many 
cases,  masonry  walls  will  mean  that 
heating/cooling  systems  can  be 
reduced  in  size. 

4 Insulation  is  important 
'*  when  properly  used,  and 
when  its  limitations  are  understood. 
We  are  still  learning  about  the 
limitations.  It's  already  clear  that 
insulation  is  cost-effective  only 
when  used  with  restraint.  After  a 
certain  point  of  thickness  has  been 
reached,  the  cost  of  additional  insu- 
lation will  no  longer  be  recovered 
in  energy  savings. 


And  it's  becoming  clear  that 
some  assumptions  made  in  the  past 
about  insulation  are  not  justified. 
For  example,  there  are  indications 
from  preliminary  studies  that  in 
regions  where  more  energy  is  ex- 
pended in  cooling  than  in  heating, 
insulation  used  in  the  standard 
fashion  in  all  walls  may  actually 
increase,  instead  of  reduce,  energy 
consumption. 

One  of  insulation's  limita- 
tions is  that  it  affects  only  conduc- 
tion—it doesn't  affect  air  leakage, 
which  is  estimated  to  account  for 
25-30  percent  of  the  thermal  loss  in 
buildings.  A  significant  amount  of 
air  leakage  occurs  through  windows 
and  doors,  so  it's  important  to  re- 
duce the  size  of,  and  shield,  these 
openings. 

Masonry  walls  will  further 
reduce  air  leakage  because  they  are 
hand-fitted  on  the  site  (like  custom- 
made  suits)  and  thus  are  more 
airtight. 

Furthermore,  the  effective- 
ness of  insulation  depends  on  the 
wall  to  which  it  is  attached.  Pro- 
moters who  compare  wall  materials 
with  insulation  are  making  a  mean- 
ingless comparison  — the  two  have 
different  functions,  and  one  is  not  a 
substitute  for  the  other. 

Keeping  to  a  strict  Btu 
budget  for  your  buildings  is  impor- 
tant today  and  will  be  even  more  so 
tomorrow.  If  you  would  like  to  know 
more  about  saving  energy,  write  to 
International  Masonry  Institute, 
823  15th  Street,  Northwest, 
Washington,  D.C.  20005. 


International 
Masonry  Institute 

(  The  Bricklayers'  International  Union  and  the 
Mason  Contractors  of  the  U.S.  and  Canada) 

823  15th  Street,  N.W.,  Suite  1001 
Washington,  D.C.  20005 
(202)  783-3908 
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change  for  a  relatively  high  price/earn- 
ings ratio  of  10,  Merrill  Lynch  recently 
boosted  Community  Psychiatric  to  the 
investment  firm's  top  "buy"  rating. 

On  one  hand,  it's  unreasonable  to  be- 
lieve Community  Psychiatric  can  con- 
tinue the  dramatic  earnings  growth  an- 
other ten  years.  But  on  the  other,. one 
must  consider  that  the  company  has 
carved  out  a  secure  niche  and  is  practi- 
cally without  competition  from  investor- 
owned  hospitals  in  a  very  profitable  field. 
(Several  other  companies  own  and  oper- 
ate genera/  hospitals,  but  none  exclusive- 
ly in  the  psychiatric  area.)  Green  esti- 
mates Community  Psychiatric's  earn- 
ings will  increase  more  than  20%  this 
year  to  about  $2  a  share. 

What's  the  secret?  Green  swears 
it's  simply  good  business  man- 
agement of  medical  enterprises, 
which  normally  aren't  run  for  profit.  "I 
don't  mean  to  deride  our  competition," 
Green  explains,  "but  we  run  our  13  hos- 
pitals like  businesses,  which  means  we 
keep  a  close  watch  on  expenses.  As  in 
most  hospitals,  doctors  admit  our  pa- 
tients and  make  the  medical  decisions, 
but  we  make  the  business  decisions." 
Thus  Community  builds  small  wood- 
frame  suburban  hospitals  for  some 
$25,000  per  bed;  high-rise  brick  struc- 
tures would  cost  two  or  three  times  that. 

The  evidence  suggests  that  Green  and 
Community  Psychiatric  President  James 
W.  Conte  run  a  tight  ship  indeed.  The 
company's  sharpest  earnings  gains  have 
been  in  the  last  few  years,  just  when 
most  psychiatric  hospitals  were  jacking 
up  rates  sharply.  "We  were  making  a 
satisfactory  return  several  years  ago," 
Green  says.  "Then  our  competition 
(mostly  nonprofit  hospitals)  pushed  their 
basic  rates  far  above  ours.  We  talked 
about  it  in  a  board  meeting  and  decided 
that  we,  too,  should  raise  our  rates.  If  we 
didn't,  health  insurance  companies 
(which  would  pay  Community  Psychiat- 
ric's lower  charges)  would  profit  from  our 
efficiency  instead  of  our  stockholders. 
We  take  the  same  sorts  of  patients  as  our 
competitors,  but  charge  at  least  10% 
less.  That's  why  we're  doing  so  well." 
While  many  competing  tax-exempt  hos- 
pitals must  charge  up  to  $200  a  day  to 
break  even,  Community  Psychiatric 
breaks  even  at  $115  on  a  $135-a-day 
room,  after  paying  $20  total  in  taxes. 

Besides  managerial  skill,  Community 
Psychiatric  also  has  had  some  fortunate 
timing  on  its  side.  In  1969,  when  the 
company  owned  two  hospitals,  Green 
decided  to  go  public  with  revenues  of 
only  $2.8  million.  He  managed  to  do  so 
at  $12.50  a  share,  just  before  the  new 
issue  market  collapsed.  "Six  months  lat- 
er," Green  says,  "we  wouldn't  have 
made  it." 

But  the  company's  timing  was  even 
more  fortunate  in  another  way.  While 
the  company  was  learning  the  hospital 


business,  a  dramatic  change  was  occur- 
ring in  the  treatment  of  psychiatric  pa- 
tients, one  that  played  right  into  Com- 
munity Psychiatric's  corporate  game 
plan.  Until  the  Sixties,  patients  with  se- 
vere psychiatric  problems  were  hospital- 
ized for  long  periods,  often  at  state  insti- 
tutions because  insurance  companies 
wouldn't  cover  prolonged  hospitaliza- 
tion. But  with  the  development  of  tran- 
quilizers, patients  could  remain  at  home, 
checking  into  psychiatric  hospitals  for 
shorter,  less  expensive  stays,  which  in- 
surance companies  would  cover. 

In  California,  for  instance,  the  popula- 
tion of  state-supported  mental  institu- 
tions dropped  from  35,000  in  1963  to 
5,200  at  year-end  1978.  Meanwhile, 
Community  Psychiatric  was  building  its 
string  of  small  West  Coast  suburban  hos- 
pitals. Today  the  average  Community 
Psychiatric  patient  stays  three  weeks, 
and  insurance  covers  most  of  the  bills. 

Though  regional  in  origin,  Commu- 
nity Psychiatric  is  now  pondering 
expansion  in  the  Midwest  and 
Sunbelt.  It  already  has  opened  hospitals 
in  Florida  and  Illinois,  but  so  far  has 
stayed  out  of  the  Northeast,  with  its 
strong  labor  unions  and  stronger  regula- 
tory environment.  The  company  re- 
mains lightly  leveraged,  owning  all  but 
one  of  its  hospitals,  with  no  intention  oil 
speeding  up  the  pace.  Green  isn't  par- 
ticularly worried  about  competition's  no- 
ticing how  profitable  Community  Psy- 
chiatric's business  is  and  beating  the 
company  into  new  markets.  "Because  ol 
state  regulations,"  he  explains,  "you 
can't  open  a  hospital  anymore  withoul 
all  sorts  of  government  approval.  We've 
got  a  track  record  in  the  business,  so 
think  we've  got  the  edge."  The  company 
also  operates  16  kidney  dialysis  center 
in  7  states,  a  business  that  contributec 
9%  of  earnings  last  year. 

The  biggest  threat  to  Community  Psy 
chiatric's  fat  margins  would  be  a  change 
in  state  Medicaid  or  federal  Medicare 
payments,  or  in  federal  restrictions  "or 
hospital  charges.  So  far  no  such  proposal 
have  got  far  enough  to  threaten  serioush 
the  psychiatric  or  dialysis  business. 

Perhaps  a  more  serious  threat,  if  Com 
munity  Psychiatric  continues  to  turn  ii 
stellar  performances,  is  an  unfriendh 
takeover  attempt.  Green  says  he  has  dis 
cussed  friendly  mergers  from  time  t< 
time,  but  doesn't  like  to  talk  about  un 
friendly  ones.  With  his  board  controllin; 
only  8.5%  of  the  stock,  the  risk  of  ai 
unfriendly  advance  is  always  present. 

Other  than  that,  Community  Psychi 
atric  and  Green  haven't  much  to  worr 
about.  The  hospitals  made  15%  afte 
taxes  in  1978  on  a  60%  occupancy  rate 
leaving  plenty  of  room  for  growth.  Las 
year  the  company  split  its  stock  and  dou 
bled  the  dividend,  to  50  cents.  Tha 
should  keep  any  Community  Psychiatri: 
shareholder  free  from  anxiety.  ■ 
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ANNOUNCING 

1980  PONTIAC  PHOENi 


When  Pontiac  introduces  front-wheel  drive,  we  do 
it  right.  With  the  kind  of  traction  and  pulling  power 
through  corners  that  you  expect.  And  the  kind  of 
five-passenger  roominess  that  may  surprise  you. 
NEW  FLAIR!  You  get  Pontiac's  kind  of  styling  flair. 
Distinctive  new  Phoenix 
Coupe  and  5-door 
Phoenix  Hatchback.  And 
this  exclusive  new  instru- 
ment panel  design. 
NEW  FUN!  You  get  Pontiac's 
kind  of  driving  fun.  New 
rack  and  pinion  steering. 
4-cylinder  acceleration  as 
peppy  as  last  year's 


model  withV-6*  And  available  V-6  response  as  good 
as  last  year's  model  with  5.0  litre  V-8*  Phoenix 
is  equipped  with  GM-built  engines  produced  by 
various  divisions.  See  your  dealer  for  details. 
NEW  FUNCTION!  You  get  Pontiac's  kind,  of  lasting  \ 

quality.  New  MacPherson 
strut  front  suspension 
with  long-life  shocks.  And 
some  of  the  most  exten- 
sive corrosion  protection 
in  Phoenix  history. 

The  all  new  Phoenix. 
That's  starting  the  '80s, 
Pontiac  ^§£g^\+] 

style!      mfm  y 

"All  with  automatic  transmissions. 


ADVANCED  ENGINEERING  FOR  BETTER  GAS  MILEAGE. 


Numerous  efficiency  features  include:  new  design  for  low  aero- 
dynamic drag.  Standard' engine  cross-flow  cylinder  heads.  Low 
drag  brake  calipers.  And  much  more,  contributing  to  better  gas 
mileage  than  last  year.  EPA  estimated  at  (24)  MPG  and  a  high- 
way estimate  of  37  with  2.5  litre  4-cyl.  engine  with  manual  trans. 


Remember:  Compare  the  estimated  MPG  with  that  of  other  cars 
Your  mileage  may  vary  depending,  on  speed,  trip 
length  arid  weather.  And  your  actua)  highway  mile- 
age will  probpbly  be  less  than  the  highway  estimate. 
Your  mileage  will  be  slightly  lower  in  California. 


GM 


A  NEW  FRONT-WHEEL-DRIVE  CAR, 

PONTIAC  STYLE. 


Germany's  Melitta-Werke  Bentz  &  Sohn  has 
achieved  the  ultimate  in  product  upgrading: 
It  takes  ordinary  paper,  does  a  bit  of  process- 
ing and  sells  gobs  of  it  at  $10,000  a  ton. 


A  better  mousetrap 
•  .  •  er,  coffee  filter 


By  Jean  A.  Briggs 


You  see  them  in  the  gourmet  sec- 
tion of  the  grocery  store:  colorful 
red  and  green  packages  in  a  vari- 
ety of  sizes,  all  neatly  arranged.  They 
contain  filter  papers  for  making  coffee. 
At  $2.99  per  hundred  they  aren't  cheap, 
but,  you  tell  yourself  (and  most  experts 
agree)  they  make  good  coffee. 

Paper  is  a  commodity  product.  You 
can  make  from  it  a  variety  of  end  prod- 
ucts. As  linerboard  for  packing  boxes  it 
brings  $235  a  ton.  As  coated  stock  for 
magazine  and  catalog  printing  it  current- 
ly brings  $600  a  ton.  As  tissue  for  bath- 
room and  kitchen  use,  it  retails  at  some 
$2,000  to  $3,000  a  ton.  But  Horst  Bentz 
has  found  a  way  to  take  ordinary  paper, 
process  it  a  bit  and  sell  it  as  coffee  filters 
for  $10,000  a  ton.  Like  any  papermaker 
he  starts  with  ordinary  pulp  but  turns  it 
into  paper  on  machines  designed  by  Me- 
litta  engineers,  using  a  highly  secret  pro- 
cess that,  the  company  claims,  involves 
the  use  of  neither  glue  nor  chemicals.  It 
is  this  secret  process  which  protects  Me- 
litta  from  competition.  It  is  their  own 
version  of  the  Coca-Cola  formula.  Now 
that  is  a  classic  case  of  upgrading  a  com- 
modity into  a  premium  product,  a  case 
that  ought  to  be — but  isn't — taught  at 
the  business  schools.  Chances  are  that 
the  learned  professors  never  heard  of 
Horst  Bentz  or  Melitta  Werke  Bentz  & 
Sohn,  of  Minden,  West  Germany. 

Melitta  is  not  a  very  visible  company. 
Its  U.S.  manifestation,  Melitta,  Inc.,  op- 
erates a  smallish  ( 1 50  employees)  factory 
in  Cherry  Hill,  N.J.  whose  sales  last  year 
were  only  $20  million.  But  Cherry  Hill  is 
only  the  tip  of  an  iceberg.  The  parent 
company  had  11,000  employees  and 
sales  last  year  of  $750  million,  all  owned 
by  one  man,  75-year-old  Horst  Bentz. 

Bentz  is  the  son  of  the  late  Melitta 
Bentz,  inventor  of  the  coffee-making 
system  that  bears  her  name  and  that  is 
widely  regarded  among  coffee  aficiona- 
dos as  the  best.  The  system  is  simplicity 
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itself,  involving  pouring  hot  water  into  a 
filter  containing  the  ground  coffee. 

The  story  goes  back  70  years.  At  that 
time  coffee  was  apparently  pretty  terri- 
ble throughout  Germany.  (Mark  Twain 
even  commented  on  it.)  Melitta's  hus- 
band, the  present  owner's  father,  com- 
plained regularly  about  his  coffee.  Why, 
he  wanted  to  know,  did  it  have  to  be  so 
bitter?  Melitta  Bentz  tried  one  thing  and 
then  another.  One  day  she  put  a  piece  of 
blotting  paper  in  the  bottom  of  a  perfo- 
rated brass  container,  put  the  coffee  on 
top  and  poured  hot  water  over  it.  Her 
husband  was  so  pleased  with  the  result 
that  he  decided  to  help  Melitta  start  a 
business  selling  the  new  coffee-making 


Dieter  Hegar  of  Melitta 

Costlier  coffee  paved  the  way. 


method.  They  began  producing  alumi 
num  perforated  containers  and  paper 
Their  two  young  sons  pedaled  handcarts 
and  delivered  the  devices  to  stores 
around  their  home  city  of  Dresden. 

In  1909  the  family  presented  their  cof 
fee  system  at  the  Leipzig  Trade  Fair  anc 
business  spurted.  That  year  they  sole 
some  1,250  of  the  coffee-making  sys 
terns.  In  1929  the  young  Melitta-Werke 
Bentz  &  Sohn  company,  in  need  of  more 
space,  moved  to  Minden,  near  Hanover. 

Meanwhile,  Horst  Bentz  grew  up  anc 
took  over  the  management  of  the  com 
pany.  He  is  now  not  only  the  sole  owne 
but  the  boss  as  well.  Two  of  his  three 
sons  are  also  involved  in  the  manage 
ment  of  the  business  and  his  youngest  is 
expected  to  be  involved  before  long. 

No  outsider  knows  how  much  the 
company  earns,  but  U.S.  companies  with 
similar  product  mixes  net  4%  or  so  or 
sales.  At  that  rate,  Melitta  would  have 
netted  close  to  $30  million  last  year 
Horst  Bentz  must  be  one  of  the  world' 
richest  men. 

For  most  of  its  70-year  history  thi 
company's  growth  was  steady  rathe 
than  dramatic.  When  Horst  Bentz  toot 
over  in  1929  the  company  had  135  em 
ployees  and  its  sales  were  mostly  in  Ger 
many  where  Melitta  has  90%  of  the 
home  coffee-making  market.  But  it  hac 
started  exporting  and  it  soon  establishec 
one  foreign  subsidiary.  World  War  II,  o 
course,  interfered  with  its  internationa 
growth,  and  the  company  did  not  resumi 
its  push  abroad  until  the  late  1950s.  Be 
tween  1950  and  1960  foreign  sales  grev 
from  zero  to  about  $1.5  million;  they  an 
now  $250  million. 

According  to  Dieter  Hegar,  who  nov 
runs  the  North  American  operation,  thi 
company  went  to  Canada  first  to  test  thi 
market.  In  1963  it  established  a  branc 
in  the  U.S.  "The  going  was  tough,"  h» 
says.  "A  big  handicap,  oddly  enough,  wa: 
that  coffee  at  that  time  was  very  inex 
pensive.  To  introduce  a  new  method  e> 
preparing  it  that  seemed  to  take  mor 
time  was  not  readily  acceptable.  We  ha> 
to  talk  a  lot  and  demonstrate  a  lot  am 
prove  to  people  the  coffee  is  better.  [Tin 
attitude  was]  'What  is  so  special  about ; 
lousy  cup  of  coffee  that  costs  5  cents  o 
10  cents?'  " 

But  with  coffee  at  $3  and  more  ; 
pound,  all  that  changed.  Who  woulc 
grudge  using  a  3-cent  filter  to  get  the  bes 
out  of  that  expensive  brew?  "Before,  ev 
eryone  used  a  percolator.  To  convino 
them,  to  educate  them  that  there  is  ; 
method  to  prepare  better  coffee,  take 
some  time.  We  started  in  gourmet  store 
where  people  go  who  really  enjoy  bette 
quality." 

By  the  early  1970s  people  were  begin 
ning  to  be  convinced.  North  Americai 
sales  were  growing  satisfactorily  when 
zap! — along  came  a  whole  flock  of  nev 
electric      filter-coffeemakers.  Nortl 
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Imagine  tomorrow 
as  black. 


We  do.  Without  using  America's  plentiful  deposits 
of  that  versatile  black  mineral,  coal,  the  lights  could 
easily  go  out.  But  with  coal,  along  with  nuclear 
power,  our  country  can  find  the  energy  to  illumi-  , 
nate  cities  and  run  factories  during  those  critical 
decades  ahead.  Decades  when  oil  and  gas  will 
become  scarcer  and  more  costly.  When  solar  power 
and  other  exotic  fuels  won't  yet  be  ready  for  the 
big  energy  jobs. 

We're  working  to  give  coal  an  early  tomorrow. 
Now  among  the  top  companies  with  coal  holdings 
in  the  U.S.  (with  reserves  totaling  3.7  billion  tons), 
Mobil  is  readying  plans  to  supply  utilities  with  low- 
sulfur  Western  sub-bituminous  coal. 

We're  also  in  the  pilot-plant  stage  with  our  hope- 
ful new  process  for  making  high-octane  gasoline 
directly  from  coal-derived  methanol. 

But  imagination  and  business  know-how  can 
go  just  so  far.  Which  is  why  we  keep  plumping  for 
sensible  government  energy  policy.  In  the  zeal  to 
exact  the  last  measure  of  protection  for  air  and 
landscape,  let's  not  forget  the  millionsof  Americans 
who  need  the  jobs  that  coal  energy  can  provide. 
So  more  tomorrows  will  be  bright. 


Mobil 

Speaking  out  for  tomorrow... today 


*'1979  Mobil  Corporation 


memo  from 
marsh  &  Mclennan 


How  your 
company  may  be 
able  to  obtain 
'more  insurance,' 
without 

necessarily  buying 
more  insurance. 

What's  insurance  all  about 
anyway?  Just  one  thing: 
shielding  your  assets  from 
unexpected  losses.  For  this 
protection  and  peace  of  mind, 
you  are  willing  to  plan  for  and 
pay  a  specified  sum  that  you 
consider  a  fair  price  for  this 
removal  of  risk. 

Errors  are  made  when  you  lose 
sight  of  the  fact  that  protection 
is  the  goal  while  insurance  is 
merely  one  means  to  attain 
that  goal.  It  follows  then  that 
"more  insurance"  is  not  neces- 
sarily the  most  advantageous 
way  to  achieve  a  higher 
level  of  protection. 

The  risk  management 
concept 

The  idea  is  to  start  thinking  in 
terms  of  managing  the  multi- 
tude of  risk  situations,  search- 


ing  always  for  the  most  efficient 
method  of  attaining  the 
necessary  protection.  The 
concept  of  risk  management  in 
today's  complex  business  and 
legal  environment  requires 
more  than  conventional  insur- 
ance responses. 
In  simplest  terms,  risk  man- 
agement entails  identifying 
risks,  assigning  value  to  them, 
anticipating  losses  and  making 
objective  decisions  about  what 
steps  to  take  before  losses 
occur,  so  that  they  have  the 
least  impact  on  the  operation  of 
your  business. 

Linked  to  this,  of  course,  is  the 
need  to  implement  a  meaning- 
ful loss  control  program  which 
will  help  to  prevent  or  reduce 
the  incidence  and  severity  of 
losses. 

Two  principal  options 
are  open 

First  of  all,  risks  maybe  trans- 
ferred in  the  conventional 
insurance  manner.  The  impor- 
tant thing  to  remember  here  is 
that  this  decision  is  made  only 
after  a  thorough  review  and 
examination  when  it  is 
concluded  that  this  is  the 
correct  response  in  the  particu- 
lar case  under  consideration.  It 
should  not  be  a  reflex  action. 
Secondly,  risks  may  be 
assumed  by  your  company, 
either  in  whole  or  in  part.  A 
higher  deductible  is  an  obvious 
way  for  a  company  to  assume  a 
portion  of  the  risk  and  thereby 
reduce  the  cost  of  purchased 
insurance— yet  still  retain  ade- 
quate insurance  protection 
against  catastrophic  loss.  An 


established  self-insurance  pro- 
gram is  another  way  for  a  com- 
pany to  assume  its  own  risks, 


A  PROPERTY 
INSURANCE  PROGRAM 

for  Protection  of  $26,250,000  in  Assets 


25%/  25% 


urance  Companies 

\    B    I  °  I  VJ 
£*eess  CoveraT 
\$25.000.000J 

Primary 
\frisurance/^Jnsured  Layer 
Cos.  $1,000,000 


Client 
Self-Insured 
Retention  y 
$250,000 


while  diverting  the  money  ear- 
marked for  premiums  into  a 
separate  fund  to  cover 
projected  losses. 
The  optimum  plan  may  very 
well  contain  elements  of 
both(see  chart)  but  only  with 
expert  analysis  can  one 
approach  the  optimum  with 
confidence. 

Which  direction  for  you? 

We  stand  ready  to  advise  and 
assist  you  in  any  way  we  can. 
Every  Marsh  &  McLennan 
account  is  assigned  a  profes- 
sional account  manager,  who  in 
turn  can  call  on  all  of  the  con- 
sulting and  specific  technical 
services  which  set  Marsh  & 
McLennan  apart  in  terms  of 


competence.  What  is  upper- 
most in  our  minds,  as  well  as 
yours,  is  making  certain  you 
receive  the  protection  you  need 
at  the  most  reasonable  cost. 
The  fact  is,  nobody  in  the 
industry  is  better  equipped  to 
counsel  you  on  the  best  course 
to  follow  and  to  assist  you,  at 
every  step  along  the  way. 
toward  a  risk  management 
plan  which  makes  sense  for 
your  operations. 


For  a  more  complete  exami- 
nation of  this  and  related 
subjects,  simply  send  for  your 
copy  of:  "The  Risk  Management 
Concept— Insurance  Plus. "  Write 
to  Dept  100-  FB ,  Marsh  & 
McLennan,  Incorporated,  1221 
Avenue  of  the  Americas,  New 
York.  N.Y.  10020 


Every  client  is  assured  of  professional  risk  and 
insurance  management  services -in  depth. 


When  it  comes  to  insurance, 
come  to  the  leader. 


Marsh  & 
McLennan 


Preparing 
the 
brew 


According  to  Larousse  Gastmnotni- 
que:  The  Encyclopedia  of  Food,  Wine 
&  Cooking,  a  mullah  from  Aden 
named  Chadely  kept  falling  asleep 
during  his  prayers.  He  was  con- 
science-stricken but  didn't  know 
what  to  do.  Then  one  day  he  met  a 
herdsman  who  told  him  that  when 
his  goats  ate  berries  from  a  certain 
plant  they  stayed  awake  all  night. 
The  mullah  gathered  some  berries 
from  the  little  shrub  and  made 
himself  a  brew.  He,  too,  stayed 
awake  all  night,  a  bit  intoxicated 
but  marvelously  alert.  Coffee 
spread  from  Aden  to  Medina  and  to 
Mecca  and  eventually  to  the  four 
corners  of  the  world. 

Brewing  it  properly,  however, 
was  another  matter.  Because  it  was 
originally  valued  primarily  for  its 
stimulative  qualities,  its  taste  has 
not  always  been  considered  impor- 
tant. It  was  boiled,  it  was  steeped, 
eventually  it  was  percolated;  in 
South  America  it  was  filtered 
through  a  cloth  bag. 

As  any  gourmet  knows,  how  you 
prepare  your  coffee  is  as  important 
as  what  kind  of  coffee  you  use.  What 
is  the  best  method?  To  get  an  expert 
opinion,  we  talked  to  Murray  Klein, 
co-owner  of  Zabar's,  New  York 
City's  famous  coffee  store  and  gour- 
met shop.  Zabar's  buys  green  coffee 
and  roasts  it,  selling  8,000  or  more 
pounds  per  week. 

According  to  Klein,  good  electric 
drip  coffeemakers  make  the  best 
coffee.  The  reason?  "They  heat  the 
water  to  the  proper  temperature — 
190°  F. — and  then  dispense  it  in  an 
even  flow  through  the  coffee.  If  the 
water  is  hotter  than  that,  the  cof- 
fee will  be  bitter,  like  percolated." 
But  there  aren't  many  such  pots 
that  he  considers  good.  "Mr.  Cof- 
fee," he  says,  "is  the  worst  because 
it  makes  the  water  too  hot.  The 
Bunn-o-Matic  machine  is  good  and 
so  is  the  machine  Melitta  sells  in 
Germany."  Melitta's  U.S. -made 
electric  drip  pot,  however,  isn't  as 
good,  according  to  Klein,  but  the 
company's  manual  machine  is 
fine,  he  says,  as  long  as  people 
don't  use  boiling  water. 

As  for  filters,  Klein  says,  "Melit- 
ta's are  by  far  the  best.  The  others 
are  just  imitations."  — J.B. 


American  Systems'  widely  advertised 
Mr.  Coffee  led  the  parade.  "In  one  way  it 
was  good  for  us,"  says  Hegar;  "it  helped 
expand  the  market.  On  the  other  hand 
the  competitors  took  quite  a  share." 

The  original  Melitta  system  was  man- 
ual. That  is,  you  heated  the  water  sepa- 


Heinz-Helmut  Radtke 

"The  world's  most  exciting  market." 

rately  and  poured  it  into  the  filter  by 
hand.  But  then  came  electrical  appli- 
ances that  heated  the  water  automatical- 
ly and  dripped  it  through  the  filter. 
Heinz-Helmut  Radtke,  executive  vice 
president  in  charge  of  the  U.S.  subsid- 
iary, explains  further,  "In  1972  and  1973 
the  trend  was  going  to  electrical  and  not 
to  manual  and  we  were  completely  con- 
centrating on  the  manual  system.  We 
were  selling  an  electric  coffeemaker  in 
Germany  but  it  was  too  expensive  to 
import.  Almost  every  electric  supplier 
became  a  competitor." 

The  market  for  what  are  known  in  the 
trade  as  electric  drip  coffeemakers  in- 
deed took  off,  growing  from  zero  in  1972 
to  nearly  9  million  units  in  1976  and 
accounting  for  63%  of  all  coffeemaker 
sales,  according  to  statistics  published  by 
Merchandising  magazine.  Since  then, 
sales  of  the  appliances  have  declined,  the 
market  becoming  at  least  temporarily 
saturated.  But  that  doesn't  seem  to  both- 
er Melitta,  which  makes  its  real  money 
from  the  razor  blades,  not  from  the  ra- 
zors. Those  red  and  green  packaged  fil- 
ters are  now  familiar  in  almost  every 
U.S.  supermarket. 

While  his  manager  struggled  in  the 
market  abroad,  Horst  Bentz  back  in  Ger- 


many was  diversifying  the  company- 
developing  new  products  and  making  ac 
quisitions.  In  1963  he  began  producin 
ceramic  ware.  In  1965  he  bought  a  ciga 
factory,  in  1966  a  coffee-roasting  firr 
and  in  1967  a  fruit-juice  company. 

The  company  now  has  subsidiaries  i. 
Denmark,  France,  Brazil,  England,  Spair 
Venezuela,  Argentina,  Mexico,  Colorr 
bia,  Japan  and  Hong  Kong.  Compan 
sales  grew  from  the  $30  million  of  196 
to  $272  million  in  1970  to  $750  millio: 
last  year.  Most  of  that,  according  t 
Radtke,  was  not  from  the  acquisition 
but  from  internal  expansion,  includin 
the  introduction  in  Germany  of  houst 
hold  paper  products — foil,  garbage  bag! 
towels.  But  coffee  filters  remained  th 
mainstay  of  the  business,  contributin 
last  year  an  estimated  one-third  c 
sales — and,  at  $10,000  a  ton  for  the  p; 
per,  far  and  away  the  most  profitable.  Bu 
Melitta  also  sells  some  $75  million  a  yea 
worth  of  cigars — with  such  brands  a 
Dannemann — and  an  equal  amount  c 
fruit  juices,  chiefly  in  Europe.  About  twe 
thirds  of  sales  are  in  Germany,  while  th 
rest  are  abroad,  including  the  $20  millio: 
in  the  U.S. 

What  now?  According  to  Hegar,  Bent: 
who  is  still  healthy  enough  to  play  tenni 
and  volleyball  after  work,  doesn't  pla. 
more  acquisitions  or  further  expansior 
"I  think  he  has  his  satisfaction  and  wi. 
leave  it  up  to  his  sons,"  he  says. 

Where  were  you,  General  Foods?  Star 
dard  Brands?  Scott  Paper?  Procter  q 
Gamble?  Asleep  at  the  switch?  ■ 


Founder  Melitta  Bentz 

It  all  started  with  blotting  paper. 
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FORBES,  MAY  14,  19? 


Yoxxr  business  goals  and 
Digitals  commitment. 

Digital  offers  the  broadest,  most  compatible  range  of  computers  in 
the  world.  Plus  unique  opportunities  to  use  them  strategically  to  help 
your  company  succeed.  The  next  seven  pages  show  you  some  of  the 
ways  Digital's  unmatched  capabilities  can  help  you  achieve  your  most 
important  business  goals. 


business 
goal: 

performance. 

Improved  performance  is 
why  you  buy  your  first  computer. 
And  your  first  hundred  computers. 
Better  operations,  lower  overhead, 
more  teamwork  between  people 
and  departments.  Better  use  of 
resources.  Better  jobs  done  at  all 
levels  to  meet  the  ultimate  objective 
—better  performance  on  the 
bottom  line. 


Digitals  commitment: p 

computers  to  give  you  the  best 
performance  strategy  in  the  business. 


Better  than  any  other  computer  maker  anywhere,  Digital  can  match 
computer  to  any  job  in  your  company  and  help  you  get  better  performanc 
from  your  people,  your  operations  and  your  dollars. 

You  can  use  Digital  word  processing  systems  to  boost  performance  ii 
your  office,  Digital  real-time  systems  to  boost  performance  on  your  facton 
floor,  and  Digital  interactive  mainframes  in  your  data  processing  center. 

You  can  get  these  systems  up  and  running  faster  because  they're 
tuned  in  performance  to  transaction  processing,  computational,  timeshar- 
ing and  distributed  applications  of  all  kinds. 

And  you  can  get  better  performance  from  your  total  system  invest- 
ment because  Digital  computers  are  easier  to  program  and  operate.  Very 
often  Digital  users  can  realize  substantial  economies  over  the  life  of  the 
system  because  fewer  computer  professionals  are  needed  for  applications 
development  and  operations. 

And  along  with  your  Digital  computers  you  can  get  a  performance- 
oriented  partner  who  will  help  you  improve  your  business  in  hundreds 
of  ways,  big  and  small.  Because  that's  the  commitment  of  the  people 
who  sell  Digital  systems.  The  2,000  people  on  the  Digital  sales  force. 
The  hundreds  of  independent  applications  specialists  around  the  world. 
And  the  new  Authorized  DIGITAL  Computer  Distributors  serving  first- 
time  computer  buyers  everywhere. 
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business 

goal: 

risk 

management. 

Protection  of  capital.  Conser- 
/ancy  of  today's  investment.  Stretch- 
ng  computer  dollars  farther  into 
he  future.  Knowing  your  com- 
puter systems  and  your  computer 
:ompany  will  be  with  you  for  the 
ong  term.  Manage  these  risks 
oday  and  you  help  protect  profits 


omorrow. 


Digitals  commitment: 

to  give  you  the  best  computer 
investment  strategy  in  the  business. 

Only  Digital  is  introducing  new  and  highly  advanced  systems 
which  can  run  today's  sophisticated  applications  as  well  as  applications 
software  written  15  years  ago.  It's  an  example  of  how  we  protect  your 
software  investment  and  help  you  manage  risk.  It's  only  one  of  many. 

By  offering  the  industry's  broadest  line  of  computers,  we  can  let 
you  buy  today  only  what  you  need  today  so  you  don't  risk  over- 
extension. We  help  cut  the  risk  of  downtime  through  innovations  in 
remote  diagnostics  and  self-diagnostics.  We  minimize  the  risk  of  operat- 
ing losses  by  spending  well  over  $100  million  each  year  to  keep  a  world- 
wide team  of  specialists  ready  to  help  you  with  training,  software  devel- 
opment, service,  supplies  and  upgrades.  And  Digital  has  moved  far 
ahead  of  the  industry  to  pioneer  "internets"  which  let  you  use  interac- 
tive computers  in  combination  with  mainframes  built  by  IBM  and 
others.  Internets  help  protect  your  total  computer  investment  and  give 
you  a  hedge  against  the  threat  of  system  and  software  obsolescence. 

All  computer  companies  have  ways  for  you  to  spend  your  com- 
puter dollars.  Digital  offers  ways  to  save  them. 


Your 

business 

goal: 

productivity. 

Getting  more  out  of  a  day's 
work.  More  from  your  people, 
your  operations  and  your  dollars. 
Getting  people  together  with  com- 
puters so  they  can  do  a  bigger  job. 
Every  incremental  gain  in  produc- 
tivity goes  to  the  bottom  line. 


Digitals  commitment: 

computers  to  give  you  the  best 
productivity  strategy  in  the  business. 

For  21  years  Digital  has  led  the  industry  in  the  development  of 
computers  which  are  higher  in  performance,  lower  in  cost  and  easier  to 
operate,  program  and  expand.  Today  over  150,000  Digital  systems  are 
working  where  the  work  is. 

Digital  real-time  systems  lower  production  costs  by  reliably  operat- 
ing a  drill  press  or  controlling  entire  processes  in  an  oil  refinery.  Digital 
Datasystems,  priced  from  $11,000  and  up,  are  helping  clerks  and 
managers  alike  in  order  entry,  accounting,  shipping  and  sales  depart- 
ments. Digital's  larger  systems,  including  the  high  throughput  VAX  11/78 
and  the  multi-functional  DEC  SYSTEM  20 's,  provide  low-cost  means 
to  upgrade  IBM  mainframes  and  improve  management  controls  over 
productivity. 

Every  day  thousands  of  Digital  systems  of  all  types  speed  data  to 
the  people  who  need  it  to  get  work  done  faster  and  more  accurately  And 
each  one  of  these  systems  is  backed  with  the  training,  support,  software, 
expertise,  service,  supplies  and  commitment  of  a  computer  company 
that  knows  you're  in  business  to  produce.  And  a  computer  company 
that  knows  better  than  any  other  how  to  help  you  do  it. 


\bur 

business 

goal: 

growth. 

Growing  where  you  want, 
when  you  want,  at  your  pace.  No 
over-commitments.  No  lock-outs 
or  lock-ins.  Moving  toward  oppor- 
tunities with  flexibility,  speed 
and  accuracy.  When  you  manage 
growth,  profits  grow  with  your 
business. 


Digital  s  commitment: 

computers  to  give  you  the  best 
growth  strategy  in  the  business. 

No  one  in  the  computer  industry  accommodates  growth  and 
change  better  than  Digital.  The  unique  breadth  and  compatibility  of  the 
Digital  product  line  lets  you  add  computer  power  in  large  increments  or 
several  smaller  ones.  Buy  a  Datasystem  150  for  $11,000.  Or  buy  a 
DEC  SYSTEM  2020  mainframe  for  $200,000.  Distribute  this  power  in  any 
quantity  you  need  and  in  any  location  you  want. 

You  can  grow  into  38  countries  on  5  continents  and  find  one  of 
Digital's  387  sales/support  offices.  You  can  grow  a  computer  network 
that  reaches  across  town  or  around  the  world.  You  can  grow  by  compu- 
terizing one  operation  at  a  time,  one  sales  office  at  a  time,  one  location  at 
a  time  and  stay  in  control  at  every  step. 

Your  computer  company  should  help  you  grow.  But  you  shouldn't 
outgrow  your  computer  company.  Digital,  with  its  billion  and  a  half  dol- 
lars in  annual  sales,  6  million  square  feet  of  manufacturing  space  and 
40,000  employees,  is  a  company  you  can  grow  with  for  the  long  term. 


ibur 

business 

goal: 

a  competitive 
edge. 

Staying  out  front  with  prod- 
ucts and  serv  ices.  Moving  with  the 
market  Keeping  ahead  of  your 
customers'  needs.  Turning  technol- 
ogy into  business  opportunity  to 
gain  a  competitive  edge.  If s  the 
creative  part  of  business  and  it's 
what  makes  your  business  grow. 


ta 
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Digitals  commitment 

computers  to  give  you  the  best 
competitive  strategy  in  the  business. 

This  year  alone,  Digital  will  spend  over  $140  million  in  the  research 
and  development  of  new  ideas  you  can  use  to  stay  ahead  of  your  compe- 
tition. And  more  than  any  other  computer  company,  Digital  will  work 
with  you  to  help  apply  these  ideas  to  your  competitive  challenges  any- 
where in  the  world. 

Hundreds  of  Digital  application  specialists  can  give  you  business- 
building  ideas  based  on  Digital  technology.  These  are  the  people  who 
can  help  you  take  advantage  of  Digital's  price/performance  leadership  to 
cut  your  costs  and  make  your  prices  more  competitive.  They  can  help 
you  take  advantage  of  Digital's  technological  leadership  to  upgrade  your 
products  and  services  and  stay  ahead  in  your  market.  And  they  can  give 
you  support  virtually  anywhere  in  the  world  to  help  you  be  first  into 
new  markets  as  your  company  grows.  Your  business  depends  on  your 
ability  to  out-perform  competition.  Digital  gives  you  more  ways  to  win. 


CI 


Your 

business 

goal: 


ontrol. 


Being  able  to  segment  prob- 
lems into  more  manageable  parts, 
then  bringing  solutions  together  in 
ways  that  serve  your  total  com- 
any.  This  is  your  management 
allenge  —  and  the  reason  why 
tributed  processing  is  viewed  as 
one  of  the  most  important  profit- 
producing  ideas  in  decades. 


Digital  s  commitment: 

computers  to  give  you  the  best 
distributed  processing  strategy  in 
die  business. 

More  than  any  other  computer  company  Digital  can  help  you 
distribute  your  processing  in  a  way  that  gives  you  better  efficiency  and 
more  effective  control. 

Better  efficiency  because  only  Digital  can  match  high  performance, 
easy-to-use  computers  to  virtually  any  and  every  job  inside  your  com- 
pany And  better  business  control  because  only  Digital  can  tie  so  many 
different  kinds  of  computers  together  to  give  your  people  the  informa- 
tion they  need  to  do  a  better  job. 

For  example,  only  Digital  offers  DECnet— the  most  advanced 
networking  software  in  the  world.  With  DECnet  you  can  segment  your 
operations,  match  a  computer  of  the  right  size,  price  and  functionality  to 
each  task.  And  then  control  the  teamwork  of  these  computers  to  let 
them  share  data,  peripherals  and  programs.  DECnet  lets  you  streamline 
your  total  computer  capability  and  fit  it  to  your  organization.  Digital  can 
even  tie  your  network  into  your  IBM  mainframe  for  total  efficiency  top  to 
bottom.  Your  people  perform  better,  your  managers  manage  better  and 
you  can  continuously  make  the  fine  tunings  throughout  your  operation 
that  help  your  profits  grow. 


Put  the 

Digital 
commitment 
to  work 
for  you. 

Call  the 

Commercial 

Systems 

Group 

800-258-1762 
In  New  Hampshire 
(603)  884-7500 


Are  you  a  first-time  user? 

The  easiest  way  for  small  businesses  to  buy  their  first  system  is  through 
an  Authorized  DIGITAL  Computer  Distributor.  Call  us  and  let  us  send 
you  more  information. 

Need  special  applications  assistance? 

Digital  applications  specialists  are  located  around  the  corner  and  around 
the  world.  No  matter  what  business  you're  in,  there's  an  expert  you 
should  talk  to  for  some  profit-building  ideas. 

150,000  Digital  computers  are  helping  business  managers  meet 
their  goals  in  these  and  many  other  businesses. 


1;. 
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Accounting 

Advertising 

Aerospace 

Airlines 

Banking 

Construction 

Distribution 

Education 

Engineering 


Federal  Government 

Hospitality 

Insurance 

Law 

Manufacturing 
Medical 
Printing 
Process  Control 
Publishing 


Railroads 
Retailing 
Scientific 
Shipping 
Simulation 

State  &  Local  Government 

Transportation 

Trucking 

Utilities 


Should  management  in  your  company 
be  talking  to  Digital? 

Yes.  Because  Digital  can  offer  solutions  to  more  of  your  business  prob- 
lems than  any  other  computer  company.  Let  us  show  you  how.  Call,  or 
fill  out  the  coupon  today. 


Digital  Equipment  Corporation,  Commercial  Systems  Group, 
Continental  Boulevard,  Merrimack,  New  Hampshire  03054. 
Department  MK 1-2  N38. 

□  Please  send  more  information  about 
Digital's  commitment. 

□  Please  have  a  salesman  call. 

□  Please  send  information  on 

Authorized  DIGITAL  Computer  Distributors. 

Name  Title  


1 


Company . 
Address  _ 
City  


Phone . 


.  State . 


Zip. 


I  

European  headquarters:  12,  av.  des  Morgines,  1213  Petit-Lancy/Geneva 
In  Canada:  Digital  Equipment  of  Canada,  Ltd. 
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Tn  acquiring  Utah  International,  GE  Chair- 
nan  Reginald  Jones  made  a  bold  and  historic 
nove.  How  is  that  move  working  out? 


The  benefits  lie 
ahead 


When  General  Electric  Co.,  in 
late  1976,  paid  $2.1  billion 
worth  of  its  stock  to  buy  Utah 
nternational,  it  did  more  than  merely 
mil  off  the  biggest  (in  dollar  terms)  merg- 
er in  American  history.  It  put  the  manu- 
acturing-oriented  GE  for  the  first  time 
n  its  history  into  an  entirely  different 
4>usiness — mining.  Small-scale  diversifi- 
ation  would  have  been  insignificant  for 
company  like  GE,  whose  sales  ap- 
roached  $20  billion  last  year.  But  Utah 
vasn't  insignificant.  Its  sales  last  year 
vere  nearly  $1  billion. 
The  deal  enabled  Utah's  big  stock- 
olders  (including  Chairman  Edmund 
ittlefield)  to  cash  in  their  chips  on  a 
pectacular  corporate  accomplishment. 
Jtah's  earnings  climbed  in  an  almost 
nbroken  curve  from  $10  million  in  the 
nid-Sixties  to  $196  million  by  1977. 
-  Vhat  did  the  merger  do  for  GE?  That 
emains  to  be  seen,  but  the  results  to 
ate  vindicate  GE  Chairman  Reginald 
ones'  bold  move.  Last  year,  a  dismal  one 
or  most  mining  outfits,  saw  Utah's  prof- 
ts  dip  only  8%,  to  $180  million.  This  in 
year  when  earnings  of  coal  mining  con- 
ems  like  Pittston  Co.  and  Eastern  Gas 
4.  Fuel  Associates  dropped  over  60% . 

Look  at  everything  that  happened  to 
Jtah  last  year  and  that  8%  decrease  ac- 
ually  represents  something  of  a  manage- 
nent  triumph.  In  Australia,  source  of 
5%  of  Utah's  earnings,  the  company 
/as  hit  by  a  seven-week  strike  last  June, 
i  August  the  Australian  government 
neged  on  its  promise  to  remove  the  last 
f  a  $3.50-per-ton  export  tax  on  coal, 
dso  during  1978,  UI's  49% -owned,  $600 
nillion  Samarco  iron  ore  slurry  project 
ame  fully  on  stream  in  Minas  Gerais, 
razil — when  few  steel  producers  needed 
lore  iron.  Operating  at  about  half  capac- 
:y  most  of  the  year,  Samarco  ran  nearly 
10  million  in  the  red. 
With  copper  prices  then  well  below 
□day's  levels,  Utah's  British  Columbia 
perations  were  only  marginally  profit- 
le.  In  the  U.S.  its  uranium  mining 


earnings,  E.E  Hutton  analyst  E.  Robert 
Quasman  figures,  fell  from  about  $40 
million  in  1977  to  some  $25  million 
because  UI  was  tied  into  older,  long- 
term  contracts  when  the  spot  market 
was  rising. 

Aided  by  prestrike  stockpiling,  UI  still 
managed  to  ship  almost  as  much  Austra- 
lian coal — 16  million  tons — in  1978  as  it 
did  in  1977,  5  million  tons  of  it  in  the 
final  quarter  after  the  strike  ended.  The 
company  quickly  passed  on  its  postset- 
tlement  costs  to  its  customers. 

This  year?  "Most  of  the  factors  that 
depressed  Australian  coking  coal  earn- 
ings shouldn't  be  present  in  1979," 
claims  James  T.  Curry,  Utah's  financial 


vice  president  and  treasurer.  Late  in  the 
year  the  company  will  start  up  a  new 
$250  million  Australian  mine  with  a  ca- 
pacity of  4.3  million  tons,  and  UI  will  be 
doing  some  hard  bargaining  over  it  with 
its  largely  Japanese  customers.  De- 
pressed foreign  steel  production  has 
picked  up  recently,  so  it  should  be  better 
able  to  bargain  than  it  was  last  year.  Its 
foreign  exposure  is  now  an  advantage — 
in  contrast  to  U.S.  exporters  of  metallur- 
gical coal  like  Pittston,  Westmoreland 
and  Eastern  Gas  &.  Fuel.  U.S.  producers 
have  found  negotiating  with  the  Japa- 
nese rough  because  the  Japanese  need 
less  high-grade  coking  coal  when  they 
are  using  their  newest  facilities. 

This  year,  too,  the  Australians'  prom- 
ise to  eliminate  the  export  duty  (a  burden 
that,  once  remanded,  would  add  $12  mil- 
lion to  earnings)  has  been  written  into 
Australian  law. 

In  the  meantime,  Utah  is  diversifying 
its  coal  operations  more  into  the  U.S. — 
not  in  coking  coal  but  steam  coal,  which 
is  used  by  utilities.  The  dramatic  in- 
crease in  copper  prices  should  give  its 
copper  operations  its  best  earnings  since 
the  boom  years  of  1973  and  1974  (when 
they  produced  an  average  $20  million  a 
year).  And  the  company's  Ladd  Petro- 
leum oil  and  gas  operations,  acquired  in 
1973,  will  benefit  from  the  prospects  of 
decontrol  and  inevitably  climbing  prices. 
This  year's  oil  and  gas  earnings,  in  fact, 
probably  will  be  about  $3  million  more 
than  Utah's  record  $20  million  of  1978. 

Says  Utah's  Jim  Curry:  "We  intend 


Payoff  deferred 

A  mining  magazine  called  Utah  Inter- 
national's $600  million  joint  venture 
project,  Samarco,  in  the  Brazilian 
state  of  Minas  Gerais,  "one  of  the 
most  innovative  projects  in  the 
world."  It  turns  iron  ore  into  slurry 
and  ships  it  250  miles  through  a  pipe- 
line, then  turns  it  into  pellets  for  load- 
ing onto  big  tankers  at  Utah's  Point 
Ubu  port  on  the  Brazilian  coast. 

Why  use  a  pipeline?  It's  cheaper  and 
more  reliable  than  building  a  railroad 
through  the  jungle.  But  as  it  turned 
out,  not  as  much  cheaper  as  Utah 
International  thought:  The  total  pro- 
ject cost  escalated  by  $250  million,  to 
$600  million  in  the  3Vi  years  of  con- 
struction,- and  in  1977,  when  it  was 
completed,  the  world  suffered  from  an 
iron  ore  glut  instead  of  the  forecasted 
shortage. 

With  some  pickup  in  world  steel, 
Samarco's  1978  $10  million  deficit 
should  be  halved  this  year  and  it  could 
break  even  in  1980.  By  the  early 
Eighties,  what  looked  like  a  white  ele- 
phant could  finally  pay  off. 
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"We  picked 
Dallas/ Fort  Worth 
because  they've  got  the 
right  attitude." 


Reece  A.  Ov  ere  ash,  Jr. 

President  &  Director 
Associates  Corporation 
of  North  A  merica 

"There  were  many 
things  to  consider  before  we 
moved  our  administrative 
offices.  Location,  communi- 
cations, resources-they  were 
all  important  factors.  But 
what  really  made  us  decide 
on  the  Southwest  Metroplex 
was  their  attitude. 

"It's  an  attitude  reflected  in  how  they  manage 
their  cities. 

"You  see  it  in  their  views  on  corporate  taxes- 
there  are  none. 

"You  see  it  in  their  allocation  of  corporate  space- 
it's  plentiful  and  very  reasonable. 

"You  see  it  in  how  hard  the  people  work  and  in 
what  they  think  they  can  do-you'll  almost  never  hear 
anyone  in  Dallas/Fort  Worth  tell  you  it  can't  be  done. 

"They  have  a  real  positive  attitude.  And  it's  catch- 
ing.That's  probably  why  1017  million  dollar  companies 
make  their  homes  here  in  the  Metroplex.  And  why  we 
decided  to  become  number  1018." 

If  your  company  is  considering  relocation  or  ex- 
pansion for  any  of  its  operations,  contact  us  now.  We'll 
provide  all  the  information  you  need  on  the  Southwest 
Metroplex.  Write  Worth  M.  Blake,  President,  North 
Texas  Commission,  P.O.  Box  61246,  Dept. W, Dallas/ 
Fort  Worth  Airport,  Texas  75261.  Or  call  214-574-4430. 


The  right  attitude. 


Dallas/ Fort  Worth/w 

The  Southwest  Metroplex  S^/ 


to  diversify  our  resource  base  into  t| 
U.S.  more  than  we  have  in  the  past 
He  doesn't  specify  the  resources,  b| 
analysts  like  Russell  Leavitt  of  Smi 
Barney  believe  oil  and  gas  will  probab 
be  a  good  part  of  it.  With  about  $4( 
million  in  cash,  UI  has  the  money  I 
buy  it — and  of  course  there's  some  I 
GE's  vast  hoard  of  more  than  $2  hillicl 
to  draw  on  if  needed. 

As  Utah  CEO  and  President  Alexandj 
Wilson  reported  to  stockholders:  "V 
are  a  low-cost  producer  with  substantil 
natural  resource  capability.  .  .  .  [Our]  a 
erating  and  management  expertise  plaJ 
us  in  the  forefront  of  international  mi 
ing.  These  combined  strengths  suppc 
an  optimistic  view  of  the  future." 

"Utah  is  an  important  part  of  GE 
growth  plan,"  says  Smith  Barney's  Le 
vitt.  "You'll  probably  see  it  showing  be 


Utah  has  endured  a  difficul 
period  in  the  major  part  of  if 
business  with  modest  blood 
letting,  and  the  company  ha 
the  right  size  and  financial 
strength  to  do  just  about  ann 
thing  that  it  wants  to  in  ac 
justing  the  mix. 


ter  gains  than  the  rest  of  GE  over  th 
next  several  years."  Both  Leavftt  ar 
Quasman  figure  Utah  will  earn  a  recoi 
$210  million  to  $215  million  this  year- 
and  cash  flow  could  come  to  some  $3f 
million.  Utah  has  endured  a  difficult  p 
riod  in  the  major  part  of  its  business  wil 
modest  bloodletting,  and  it  has  the  rigl 
size  and  financial  strength  to  do  ju 
about  anything  that  it  wants  to  in  adjus 
ing  the  mix. 

Utah's  top  management  recognize 
early  on  that  Japan's  and  Western  Ei 
rope's  expanding  heavy  industries  woui 
require  hundreds  of  millions  of  tons  < 
metallurgical  coking  coal  over  the  con 
ing  two  decades  or  so — whereas  the  U. 
steel  industry  has  always  been  comfor 
ably  supplied.  So  the  place  to  produce 
was  not  the  U.S.  UI  looked  for  cokir 
coal  all  over  the  world  and  found  it 
Australia.  The  results  brilliantly  vind 
cated  their  predictions.  Now  the  sarr 
management  skill  is  being  directed  bac 
to  the  U.S  and  into  every  aspect  of  th 
search  for  fuels  and  raw  materials  thi 
the  world  will  need. 

The  acquisition  involved  some  mode; 
dilution  of  GE's  earnings.  Utah's  earr 
ings  last  year  did  not  quite  carry  their  fu 
weight  in  terms  of  the  41  million  G 
shares  issued  to  pay  for  the  acquisitioi 
This  year  with  Utah's  anticipated  recor 
earnings,  they  should  pull  their  ow 
weight.  All  in  all  a  small  price  to  pay  fc 
the  mining  vistas  that  Utah  opens  ft 
the  shareholders  of  one  of  the  world; 
greatest  industrial  enterprises.  ■ 
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A  Member  of  The  American  Invsco  Family  212/734-3700 
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nee  now  available  for  condominium  home  ownership. 
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Say  the  word  "security"  and 
people  usually  think  of  protec- 
tion from  burglary  or  vandalism. 
But  security  should  provide 
much  more  than  that. 

You  have  to  secure  your  busi- 
ness systems  and  the  flow  of 
sensitive  and  competitive  infor- 
mation. You  need  to  review  your 
policies  and  procedures  for  pos- 
sible security  risks. 

You  have  to  protect  yourself 
from  the  expert  computer  pro- 
grammer who  could  rob  your 
business  by  manipulating  your 
data  files.  You  must  shield  your 


employees  against  crimes  of  vio- 
lence, and  even  plan  business 
expansion  with  an  eye  toward  po- 
tential security  hazards. 

Above  all,  your  management 
should  be  made  aware  of  prob- 
lems you  don't  even  know  exist. 
That's  why  Burns  International 
developed  "Total  Business 
Security." 

TOTAL  BUSINESS  SECURITY 
TOOK  YEARS  TO  FORMULATE. 

Total  Business  Security  must 
not  be  likened  to  a  new  elec- 
tronic security  device  or  other 
technological  "break-through." 


While  incorporating  electronics 
Total  Business  Security  is  i. 
comprehensive  consultancy 
program  for  the  highest  execi 
tive  levels. 

Total  Business  Security  start: 
when  we  meet  with  top  mar 
agement  to  learn  about  you 
company.  The  thoroughness  o 
the  study  is  one  significant  rea 
son  why  it  takes  more  than  i 
guard  company  to  evaluate  you 
business  systems,  identify  seci 
rity  requirements,  formulate  ar 
organizational  program,  anc 
then  administer  it  effectively. 


TOTAL  BUSINESS  SECURITY  SAVES 
\  TRANSIT  AUTHORITY  THOUSANDS 
OF  DOLLARS  PER  WEEK. 

i  A  major  transportation  author- 
ty  asked  us  for  guards  to  help 
:ut  fare  theft  on  its  buses.  But 
ive  saw  the  problem  as  much 
more  than  just  surveillance. 

Our  Total  Business  Security 
.earn  traced  the  flow  of  fare 
jnonies  from  collection  through 
j:ounting,  accounting,  and  de- 
posit, and  even  worked  with  the 
manufacturer  of  the  fare  boxes 
o  prevent  future  problems. 

By  approaching  the  situation 


from  an  overview  position,  we 
were  able  to  correct  the  entire 
process  rather  than  rectify  a 
symptom. 

TOTAL  BUSINESS 
SECURITY  STARTS  WITH  A 
PHONE  CALL. 

Your  unique  business  security 
needs  can  only  be  determined 
after  a  dialogue  has  begun 


national,  the  world's  leading  cor- 
porate security  consultants. 

Just  call  or  write  our  Interna- 
tional Consulting  Group,  Burns 
International,  320  Old  Briarcliff 
Road,  Briarcliff  Manor,  New  York 
10510,  (914)  762-1000,  ext. 
345.  It's  your  company's  first 
step  toward  the  peace  of  mind 
that  comes  with  Total  Business 


between  you  and  Burns  Inter-  Security. 

THAT'S  WHY  BURKS  DEVELOPED 
TOTAL  BUSINESS  SECURITY. 

Burns  International  Security  Services,  Inc. 


Being  an  innocent  bystander  didn  Y  stop 
the  Douc  Langur from  paying  the  price  of  war. 

Are  you  as  vulnerable  to  violent  change? 

The  war  in  Vietnam  brought  swift  and  harsh  changes  to  the 
environment  of  the  Douc  Langur.  Chemical  defoliation  and 
hungry  soldiers  seriously  hurt  this  species'  battle  to  survive. 

The  industrial  environment  is  no  less  vulnerable  to  sudden  and 
disruptive  change.  To  protect  yourself  against  risks  created  by 
factors  beyond  your  influence,  you  should  adopt  a  flexible  system 
of  loss  control.  And  that's  where  Allendale  can  help. 
Allendale  Mutual  Insurance  Company,  Allendale  Park, 
Johnston,  Rhode  Island,  02919. 


Allendale  Insurance 


ifter  a  lifetime  in  shipping,  billionaire  Daniel  K.  Ludwig  spends  his 
wilight  years,  and  over  $700  million,  transforming  Amazon  jungle 
ntohis  most  ambitious  scheme — the  Brazilian  government permitting. 


Ludwig 's  Amazon 
empire 


By  Norman  Gall 

\N  ASTONISHINGLY  yOUthful-look- 
ing  81,  the  billionaire  Daniel 
Keith  Ludwig  takes  all-night 
lane  trips,  swims  daily  and  walks, 
rives  and  flies  around  the  15,000  square 
ilometers  (5,800  sq.  mi.)  of  Jari,  his 
lantation  in  Amazonia  that  has  become 
j  fable  of  the  equatorial  forest. 
Despite  an  old  and  painful  back  injury, 
e  flies  down  to  Bel6m  from  New  York 
r  California  once  or  twice  a  month, 
len  switches  to  the  old  DC-3  that  takes 
im  and  some  27  other  passengers  to  his 
reat  plantation.  Once  he  lands,  the  old 
ian  stalks  about  the  plantation  to  ques- 
;  on  his  managers,  insistently  and  in 
eat  detail,  about  the  installation  of 
ikes,  canals  and  pumping  stations  in 


the  irrigated  rice  fields;  about  the  plant- 
ing of  trees  and  their  progress  in  sandy 
and  clayey  soils  and  the  problems  of  pest 
control;  about  the  construction  of  roads 
and  the  laying  of  railroad  track  on  which 
timber  will  be  brought  to  the  $250  mil- 
lion pulp  mill  (260,000  tons  a  year)  and 
power  plant  that  are  starting  up  after 
being  floated  across  the  oceans  from  a 
Japanese  shipyard  last  year  to  rest  perma- 
nently on  a  system  of  wooden  piles  con- 
structed at  the  edge  of  the  Jari  River,  a 
major  northern  tributary  of  the  Amazon. 

This  giant  undertaking  has  been  pub- 
lished widely,  but  Ludwig  and  his  project 
still  remain  a  mystery  to  many  who  in- 
tensely debate  the  future  of  Amazon  de- 
velopment. "Jari  is  the  watershed  be- 
tween the  contending  arguments  that 
the  equatorial  forest  can  or  cannot  be 


exploited  economically  on  a  large  scale," 
said  a  Brazilian  diplomat  for  Amazon 
affairs.  "Jari  is  the  great  test.  If  it  is 
successful,  Jari  will  open  the  way  for 
mechanized  exploitation  of  the  forest  on 
a  scale  that,  if  unrestricted,  could  threat- 
en the  survival  of  the  forest  itself." 

It  seems  beyond  dispute  that  a  pioneer 
project  of  Jari's  size  could  depend  only  on 
the  will  and  vision  of  a  single  man,  since 
no  corporate  investment  committee  or 
board  of  directors  would  ever  approve  an 
undertaking  so  audacious,  complex, 
risky  and  expensive.  While  it  is  one-fifth 
greater  in  area  than  the  state  of  Con- 
necticut, where  Jari  Forest  Products  Inc. 
has  its  corporate  headquarters,  it  is 
smaller  than  any  of  the  Central  Ameri- 
can republics.  The  plantation  and  its  sat- 
ellite communities  are  now  inhabited  by 
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25,000  people.  Perhaps  only  a  few  hun- 
dred lived  there  before  on  the  rivers. 

On  this  tract  of  jungle,  which  Lud- 
wig  bought  in  1967  for  a  reported 
$3  million,  he  has  installed  what 
will  soon  become  the  world's  largest  rice 
plantation;  has  replaced  more  than 
100,000  hectares  (a  hectare  equals  2.47 
acres|  of  natural  forest  with  imported 
fast-growing  tree  species  (gmelina  and 
Caribbean  pine)  to  feed  the  giant  pulp 
mill;  has  built  a  railroad  within  the  prop- 
erty to  transport  logs  from  the  second- 
growth  forest  to  the  pulp  mill;  has  dis- 
covered and  developed  a  large  deposit  of 
kaolin,  a  material  that  will  be  used  to 
whiten  the  output  of  a  news- 
print plant  planned  for  the 
1980s.  To  assure  a  supply  of 
electric  power  for  its  future 
industrial  operations,  Jari  is 
negotiating  with  the  Brazil- 
ian government  to  build  a 
large  hydroelectric  dam  on 
the  Jari  River  inside  its  prop- 
erty with  support  from  the 
World  Bank.  The  negotia- 
tions are  politically  delicate, 
as  are  most  of  Jari's  other 
dealings  with  the  Brazilian 
government,  in  this  case  be- 
cause electricity  generation 
has  been  reserved  for  a  state 
monopoly,  Eletrobras. 

Because  Ludwig  does  not 
give  interviews  or  consent  to 
be  photographed,  legends 
about  him  abound.  One  Ital- 
ian newspaper,  denied  an  in- 
terview, obtained  revenge  of  a  sort  by 
telling  its  readers  that  Ludwig  loved  to 
shoot  seagulls  from  his  luxurious  yacht 
and  eat  them  raw.  In  1950  a  Reuters 
dispatch  from  Cannes  told  the  world  that 
he  had  Hitler  aboard  the  yacht.  In  the 
Brazilian  press  Ludwig  is  sometimes  por- 
trayed as  a  vile  billionaire  who  is  raping 
the  Amazon  ecosystem.  Stories  have  cir- 
culated about  contraband  exports  of  gold 
and  uranium  smuggled  from  Jari  in  Lud- 
wig's  ships,  about  a  private  army  of  green 
berets  patrolling  the  great  plantation  and 
about  enslavement  of  workers  brought  to 
Jari  to  clear  the  forest.  His  rare  public 
appearances  usually  entail  being  trapped 
by  photographers  in  an  airport  or  during 
one  of  his  visits  with  presidents  and 
ministers  in  Brasilia. 

There  are  other  legends  of  Ludwig  as  a 
King  Midas  with  a  passion  for  invest- 
ment rather  than  accumulation,-  as  an 
industrial  visionary  who  moves  boldly 
and  quickly  and  who  thinks  far  ahead  of 
his  time;  as  a  silent  and  solitary  man 
who  loves  his  work  for  its  own  sake  and 
not  for  the  comforts  and  luxuries  that 
wealth  can  bring.  He  wears  cheap  suits, 
shoes  and  even  eyeglasses  bought  at  bar- 
gain prices  at  department  stores.  Like 
the  handful  of  other  American  billion- 
aires who  survived  into  the  1970s,  Lud- 
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wig  had  little  formal  education  and  has 
always  shunned  both  partners  and  stock- 
holders, being  the  sole  proprietor  of  vir- 
tually every  business  he  has  undertaken. 

He  usually  travels  alone,  economy 
class,  carrying  his  own  baggage,  arriving 
at  tropical  airports  a  few  hours  before 
dawn.  In  1973  the  Brazilian  magazine 
Visao  reported:  "Generally  he  arrives  at 
the  BelCm  airport  in  the  early  hours  on 
the  plane  that  leaves  Rio  de  Janeiro  at 
midnight.  He  dislikes  hotels;  so  he  pre- 
fers to  converse  in  a  hangar,  until  the  sun 
rises,  with  the  half-dozen  persons  who 
awaited  his  plane.  At  dawn  he  climbs 
aboard  the  old  DC-3  to  fly  to  Jan."  When 


I, 


Section  of  th 
Replacing 


ic  Ludwig  plantation 

300  tree  varieties  with  wood-producing  gmelinas. 


a  plane  is  delayed,  he  will  roam  about  an 
airport,  walking  continuously,  to  relieve 
the  agony  in  his  back. 

This  pain  began  with  an  injury  that 
occurred  in  1926  aboard  one  of  his 
first  tankers,  the  Phoenix,  a  World 
War  I  surplus  vessel.  Two  crewmen  were 
overcome  by  gasoline  fumes  below  decks 
while  repairing  a  pump.  As  Ludwig  went 
after  them,  the  fumes  exploded,  blowing 
him  upward  through  one  deck  and  onto 
another  some  25  feet  away,  where  he 
landed.  Although  his  injuries  seemed  mi- 
nor at  the  time,  they  led  to  years  of 
constant  pain,  at  times  so  severe  that  he 
would  faint  momentarily  or  sit  doubled 
up  on  a  street  curb,  unable  to  stand  up 
and  enter  a  taxi.  At  times  he  conducted 
business  meetings  lying  flat  on  his  back 
on  the  office  floor.  In  1954  he  underwent 
a  delicate  operation  that  greatly  relieved 
his  pain  but  required  his  spending  nine 
months  in  a  shoulders-to-knees  cast.  It 
was  the  only  time  Ludwig  refused  to 
discuss  business. 

Ludwig's  extraordinary  business  ca- 
reer has  been  characterized  by  incessant 
activity,  an  unending  quest  for  bargains 
and  an  uncanny  long-range  vision  that 
often  has  left  his  employees  and  asso- 
ciates confused.  He  has  been  salvaging 
and  chartering  discarded  vessels  since 


the  age  of  nine — when  he  raised  a  sunk 
en  26-foot  boat,  repaired  it  during  tht 
winter  and  rented  it  out  the  next  sum 
mer.  In  his  home  town  of  South  Haven 
Mich.,  he  was  the  manager  of  his  friends 
baseball  team  because  he  was  no  athlet< 
and  because  he  knew  how  to  raise  monj 
ey  for  uniforms.  During  the  1920s  anc 
1930s  he  struggled  to  keep  one  old  tankc 
after  another  running  while  searching 
desperately  for  cargoes  and  charters.  H( 
moved  into  the  office  of  a  New  York  shir, 
broker  where,  according  to  one  friend 
"he  didn't  even  have  a  desk.  He  was 
working  from  a  windowsill." 
This  persistence  was  rewarded  only  lr  jj 
the  late  1930s.  As  the  work 
oil  trade  expanded,  he  obj 
tained  a  series  of  loans  from 
New  York  banks  that  en- 
abled him  to  buy  and  converil 
government-owned  dry-car- 
go vessels  into  tankers.  Hq 
financed  new  ship  construc- 
tion by  borrowing  on  antici- 
pated income  from  contracts 
on  vessels  chartered  to  the 
major  oil  companies.  He  op- 
erated a  tiny  shipyard  in  Vir- 
ginia during  World  War  n, 
building  a  fleet  of  new  tank- 
ers that  the  government  gave 
back  to  him  after  the  war.  In 
1950  Ludwig  rented  the  Kure 
naval  yards  at  bargain  rates 
from  the  Japanese  govern- 
ment and  began  building  big- 
ger and  bigger  ships,  using 
cheap  Japanese  labor.  In  1968 
The  Economist  of  London  said  Ludwig 
"having  proved  to  the  major  oil  compa 
nies  that  his  big  ships  could  provide 
them  with  cheaper  transport  than  any 
one  else  could  offer  .  .  .  has  stormed  the 
dry-bulk  shipping  trade  ...  by  buying 
large  stake  in  the  mining  companies  tbat 
dig  up  the  cargo  for  his  ships  to  carry. 
Mr.  Ludwig  now  owns  a  large  share  of 
the  new  coal  and  iron  ore  developments 
in  Australia,  and  also  solar  salt  pans  in 
Mexico.  He  has  succeeded  in  selling  his 
minerals  to  large  Japanese  companies, 
with  the  shipping  thrown  in  as  part  of 
the  long-term  delivery  contract  stretch 
ing  over  a  decade  or  more." 

That  is  how  Ludwig  became  so  rich 
But  Jari  is  more  grandiose  than  anything 
Ludwig  has  attempted  before  anywhere, 
t  the  end  of  his  life,"  says  Jari's 
"administration  and  logistics  man- 
ager, Luis  Antonio  Oliviera,  a  40- 
year-old  former  General  Motors  execu- 
tive from  Sao  Paulo,  "Mr.  Ludwig  decid 
ed  to  create,  in  a  pioneer  area,  a  work 
that  is  entirely  new,  and  is  more  con 
cerned  with  achieving  something  of 
great  socioeconomic  significance  than  in 
reaping  quick  profits,  like  most  capitalist 
enterprises." 

Ludwig  already  has  poured  $740  mil- 
lion into  what  some  skeptical  bankers 
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Pulp  mill  waiting  to  be  floated  into  position  on  pilings 

Ludwig  assembled  this  $250  million  plant  in  Japan  and  then  had  it  towed  15,000  miles  to  Brazil. 


and  businessmen  call  a  pothole  in  the 
Amazon.  To  sustain  the  activity,  Ludwig 
has  to  maintain  a  fleet  of  river  boats  and 
airplanes  to  shuttle  technicians  and 
workers  in  and  out  of  the  jungle;  to  bring 
in  a  thousand  head  of  live  cattle,  75,000 
chickens  and  70  tons  of  frozen  fish  each 
month  to  feed  these  people  and  their 
families;  to  keep  hundreds  of  cars  and 
trucks  and  pieces  of  heavy  construction 
and  harvesting  machinery  running;  and 
to  build  and  maintain  a  private  railroad, 
450  kilometers  of  all-weather  roads  and 
3,000  kilometers  of  access  roads  inside 
the  plantation,  as  well  as  houses,  schools, 
clinics,  supermarkets  and  dining  halls. 

Nobody  except  Ludwig  knows 
whether  this  massive  investment 
really  is  meant  to  be  recovered  in 
profits.  Escaping  the  comprehension  of 
all  but  the  members  of  Ludwig's  tiny 
inner  circle  are  the  accounting  proce- 
dures that  could  explain  the  relationship 
between  Jari's  huge  infrastructure  invest- 
ments, current  production  costs  and  the 
enormous  social  overhead  spending  that 
is  needed  to  support  a  complex  enter- 
prise grafted  upon  a  remote  area  of  the 
virgin  forest. 

Elmer  L.  Hann,  76,  until  recently  the 
general  manager  of  Jari,  ran  Ludwig's 
great  shipyard  in  Japan  for  nearly  three 
decades  and  is  one  of  the  billionaire's 
most  trusted  aides.  "I  don't  know  wheth- 


er Jari  is  supposed  to  be  economically 
viable  in  the  sense  of  recovering  a  bil- 
lion-dollar  investment,"  Hann  said, 
agreeing  that  Ludwig's  aim  simply  may 
be  to  prove  that  Jari  works  as  an  econom- 
ic system  in  the  Amazon  and  can  be 
profitable  on  the  basis  of  current  ex- 
penses and  income. 

Even  if  the  cost  of  establishing  Jari  is 
never  recovered,  Ludwig  already  has  real- 
ized some  major  achievements.  One  is 
that  Jari  is  showing  the  way  for  the  vdr- 
zea  (swampy)  regions  of  the  Amazon 
River  and  its  tributaries  to  become  one 
of  the  world's  great  rice-producing  areas. 
The  second  is  that  forest-management 
techniques  are  being  introduced  into  the 
upland  terra'firma  of  Amazonia  by  which 
fast-growing  exotic  tree  species  are  re- 
placing the  heterogeneous  native  forest 
to  strengthen  Brazil's  potential  as  one  of 
the  world's  leading  producers  of  pulp  and 
paper.  Because  one  kind  of  forest  is  re- 
placing another  on  less  than  one-fourth 
of  the  area  of  the  Jari  plantation,  the  kind 
of  ecological  devastation  associated  with 
the  cattle  industry  in  Amazonia — indis- 
criminate burning  of  the  forest,  soil  ero- 
sion and  pasture  degradation — so  far  has 
been  avoided. 

Despite  all  this,  Ludwig's  project  is 
bucking  a  long-term  historical  trend.  For- 
eign-owned agricultural  and  mining  en- 
claves are  fast  disappearing  from  the  de- 


veloping countries  of  Asia,  Africa  and 
Latin  America.  Over  the  past  ten  years 
Latin  American  governments  have  ex 
propriated  the  Anaconda  and  Kennecotl 
copper  mines  in  Chile,  the  Cerro  de 
Pasco  mines  and  the  coastal  sugar  planta 
tions  (owned  both  by  foreigners  and  the 
local  oligarchy)  in  Peru,  and  the  oilfields 
of  Venezuela.  At  the  same  time,  the  em 
pire  of  the  United  Fruit  Co.  in  Central 
America  and  the  Caribbean  has  shrunk 
substantially.  Moreover,  Ludwig  and  Jari 
are  becoming  enmeshed  in  the  ecological 
debates  over  the  human  occupation  of 
Amazonia  and  the  economic  national 
ism  that  has  grown  rapidly  as  a  part  of 
Brazil's  internal  and  diplomatic  policy 
over  the  past  decade.  These  political  and 
ecological  debates  will  grow  as  Brazil's 
congress  and  political  parties  gain  more 
independence  in  coming  years. 

However,  there  are  some  basic  dif- 
ferences between  Jari  and  the  for 
eign-owned  plantations  of  the 
past.  While  colonial  plantations  pro- 
duced mainly  export  commodities  like 
sugar,  bananas,  and  cacao,  Jari  will  pro- 
duce basic  necessities — rice  and  paper 
which  will  satisfy  Brazil's  internal  needs 
before  export  is  permitted.  Unlike  the 
Dutch  in  Indonesia,  for  example,  who 
expelled  small  rice  farmers  to  create  large 
estates  producing  sugar  for  export,  Jari  is 
bringing  people  to  previously  untilled 
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Harris  technology 
on  the 
job 

In  communications, 

Harris  covers  a 
broad  spectrum. 
With  complete 
satellite  communi- 
cation systems, 
AM/FM  radio  and 
TV  broadcast 
equipment,  long 
and  short-range 
two-way  radios. 

Harris  mobile 
telephone  and 
other  personal  radio 
communication  systems 
help  business  and 

professional  people  on  the  go  be  more  productive  by 
keeping  them  in  constant  touch.  It's  the  next  best  thing 
to  being  every  place  at  once. 

Harris  technology  works  worldwide— in  communication 
equipment,  information  systems,  government  systems, 
semiconductors  and  printing  equipment.  For  information,  write: 
Harris  Corporation,  Melbourne,  Florida  32919. 


Harris  "Alpha  40"  microprocessor-controlled 
mobile  telephone  system 


COMMUNICATION  AND 
INFORMATION  PROCESSING 


We're  as  basic  to  America  a 


ing 

3S1S 

Gre 


Greyhound's  Armour  is  number  one  in 
con  and  number  two  in  hot  dog  sales  in 
I  U.S. 

Greyhound's  Dial  is  the  nation's  best- 
ling  soap  and  our  Tone  brand  one  of  the 
:>st  successful  new  soaps  in  a  decade. 
Greyhound  Food  Service  feeds  millions 
ily  under  contracts  with  everybody  from 
i  Air  Force  at  Lackland  to  the  work  force 
General  Motors. 


Plus,  Greyhound  leases  trains  to  the  rail- 
roads and  jumbo  jets  to  the  airlines.  We  rent 
cars,  finance  computers,  fuel  aircraft,  build 
display  booths  and  generally  do  everything 
from  hosting  Las  Vegas  conventions  to  spin- 
ning the  yarn  for  Grandma's  shawl. 

In  short,  Greyhound  isn't  just  "the  bus 
company"  anymore;  it's  "the  omnibus 
company"  — a  $4-billion,  diversified  corpora- 
tion serving  America  in  a  hundred  basic  ways. 


^yffi€§  3  nOtn&m  Greyhound  Corporation 


The  omnibus  company. 


The  Energy  Systems  Company  is  also  a  leader  in 
the  business  of  keeping  the  environment  clean. 


Electric  utilities  across  the 
United  States  are  turning  to 
coal  with  the  help  of  C-E 
scrubbers  and  other  equip- 
ment to  remove  sulfur  dioxide 
and  particulate  matter  from 
flue  gases. 

Ten  years  ago,  GE 
installed  the  first  commercial- 
size  utility  scrubber  in  the 
nation.  Today,  GE  has  more 
experience  serving  U.S.  utili- 
ties than  any  other  supplier, 
and  more  scrubbers  on  order. 

C-E  is  working  on  a  number 
of  fronts  to  help  burn  coal 
more  cleanly. 

GE  Tyler  has  developed 
screening  equipment  for  clean- 
ing coal  before  it  is  burned. 
Together  with  other  equip- 
ment, it  removes  a  significant 
amount  of  surface  sulfur  and 


other  contaminants  from  coal. 
GE  Lummus  has  patented  a 
process  that  can  convert  coal 
into  transportation  fuels, 
removing  ash,  nitrogen  and 
sulfur.  GE  Power  Systems 
operates  a  pilot  plant  that  is 
turning  coal  into  a  clean- 
burning  gas  of  the  kind  used 
by  electric  utilities. 

C-E  is  helping  to  clean 
the  water,  too. 

Other  GE  energy  specialists 
are  helping  industries  and 
municipalities  clean  up  the 
nation's  water  resources. 

GE  Bauer  makes  screens 
for  economically  removing 
and  recovering  solids  from 
waste  water.  And  GE  Minerals 


offers  a  number  of  chemicals 
for  efficient  treatment  of 
municipal  water  and  industrial 
wastes. 

For  more  than  65  years, 
GE  has  been  supplying 
systems,  equipment,  tech- 
nology and  research  to  help 
produce  the  world's  energy, 
conserve  it,  squeeze  more  uses 
from  it,  and  clean  up  after  it. 

For  more  information 
about  GE  and  the  environ- 
ment, write  G)mbustion 
Engineering,  Inc.,  Dept. 
7004-93, 900  Long  Ridge 
Road,  Stamford,  Connecticut, 
USA  06902. 


COMBUSTION 
ENGINEERING 


The  Energy  Systems  Company 


C-E  scrubbers  and  precipitators 
help  make  the  Jeffrey  Energy  Center 
(near  Topeka,  Kansas)  a  good  neighbor. 


|nd  to  establish  new  modes  of  produc- 
on  that  may  be  adopted  elsewhere  in 


azil. 


Ml 


echanized  rice  cultivation,  the 
kind  that  is  practiced  in  the 
diked  and  irrigated  Louisiana 
lyou  lands  of  the  Mississippi  River  del- 
L  has  absorbed  less  than  5%  of  some 
'00  million  that  has  been  invested  in 
ri  so  far.  However,  the  adaptation  of 
Tge-scale  rice  production  techniques  to 
ie  vArzea  of  the  Amazon  may  be  the 
pst  far-reaching  and  long-lasting  of 
ri's  innovations. 

Standing  on  the  bluff  at  Sao  Raimundo, 
new  community  at  the  southernmost 
Ige  of  the  great  plantation, 
le  can  see  green  rectangular 
ce  fields  laced  by  drainage 
id  irrigation  canals  that 
retch  out  toward  the  Island 
:  Comandai,  where  water 
iffalo  and  cattle  graze  at  the 
Ige  of  the  Amazon  River,  25 
ilometers  away. 
This  land  was  a  perma- 
sntly  flooded  varzea  when 
ork  began  in  1974.  Today 
here  are  houses,  large  ma- 
ninery  workshops,  storage 
hns,  a  supermarket,  a  clinic, 
$3  million  rice  mill  under 
instruction  and  an  agricul- 
iral  experiment  station 
Dwn  a  new  road,  where  a 
nail  farm  has  been  estab- 
shed  specifically  to  grow 
ed  for  what  should  become 
le  world's  largest  rice  plan- 
jtion  by  the  mid-1980s. 
Ludwig  and  his  managers  view  rice 
'oduction  as  only  a  minor  facet  of  Jari's 
Derations.  Lately  they  have  drawn  mon- 
k  manpower  and  machines  away  from 
le  rice  program  to  press  forward  with 
forts  of  greater  urgency  and  priority, 
ich  as  the  installation  of  the  big  pulp 
id  power  plants  floated  over  from  Ja- 
in. However,  in  1978  Jari  exported  $2.3 
lillion  worth  of  rice  to  Italy,  the  proj- 
:t's  first  large  commercial  sale.  This 
;ar  its  production  is  being  sold  in  the 
azilian  market  to  compensate  for  the 
ortages  caused  by  drought.  Rice  has 
en  harvested  at  Jari  in  two  crops  annu- 
ly  for  the  past  two  years  from  about 
200  hectares  of  land  presently  cultivat- 
.  The  annual  yields  per  hectare,  averag- 
nine  tons,  are  the  highest  in  the 
orld,  although  farms  in  Taiwan  and 
ustralia  have  gotten  eight  tons  per 
ctare  in  a  one-crop  annual  cycle.  Plans 
11  for  adding  more  dikes  and  2,000 
ctares  of  rice  annually  through  the 
id- 1980s,  when  some  15,000  hectares 
ill  have  been  brought  into  production, 
rming  the  largest  area  of  rice  in  the 
orld  under  cultivation  by  a  single  own- 
Even  then  only  a  small  portion  of 
i's  rioe-producing  potential  will  have 
en  realized.  On  an  area  next  to  Sao 


Raimundo  is  an  even  larger  section, 
40,000  hectares.  In  all,  there  are  200,000 
hectares  of  varzea  on  the  Jari  property 
where  rice  could  be  produced. 

Marvin  R.  Ragland,  46,  is  a  leather- 
skinned  farmer  from  Louisiana  with  a 
soft,  syrupy  voice  who  has  supervised 
these  rice  operations  from  the  beginning. 
Before  coming  to  Jari,  he  pioneered  a  big 
rice  plantation  in  Belize,  Central  Amer- 
ica. "Being  from  the  bayou  country  of 
Louisiana,"  Ragland  said,  "I  always 
think  first  about  rice  when  I  think  about 
developing  a  piece  of  swampy  land. 
These  varzea  lands  are  very  flat  and  have 
a  lot  of  water,  and  that's  what  you  need 


T 


Rice  han'estin^  equipment  at  Jari 
Two  crops  per  year  and  more  tonnage  per  acre. 

for  irrigated  rice.  When  you  look  from 
the  mouth  of  the  Amazon  River  up  to- 
ward Peru,  on  either  side  of  the  river 
there  is  a  vast  spread  of  land  similar  to 
the  varzea  we  have  here.  A  man  with  an 
agriculturist's  mind  sees  a  monstrous 
breadbasket  here.  The  Jari  project  is  a 
pioneer  effort  to  product  rice  and  perhaps 
other  crops  on  soils  that  were  used  pre- 
viously only  to  graze  water  buffalo  and 
cattle  seasonally  and  for  tiny  subsistence 
plots  grown  by  isolated  families  living 
along  the  rivers.  Over  the  past  decades 
there  have  been  some  tremendous  ad- 
vances in  rice  technology.  One  is  the 
invention  of  propanil,  a  weed  killer  that 
has  permitted  increases  of  20%  or  25% 
in  rice  yields.  Another,  the  new  miracle 
rice  varieties  developed  at  the  Interna- 
tional Rice  Research  Institute  in  the 
Philippines,  which  is  continually  intro- 
ducing new  seed  varieties  that  are  resis- 
tant to  insects  and  weeds.  Their  great 
miracle  rice  breakthrough  was  made 
with  IR-8,  a  strain  that  greatly  increased 
the  rice  tonnages  that  could  be  gotten  per 
hectare  of  land.  While  technological  rev- 
olutions occur  now  and  then  in  food  pro- 
duction, there  always  is  a  need  for  new 
land,  and  there  are  millions  of  hectares  of 
varzea  swamp  in  the  Amazon  basin.  I 
have  no  doubt  that  Amazonia  could  be- 


come one  of  the  world's  greatest  rice- 
producing  regions.  But  along  with  this 
must  come  an  infrastructure  and  a  popu- 
lation in  the  area  to  support  this  produc- 
tion, and  this  takes  time." 

he  cost  of  reclaiming  and  develop- 
ing a  hectare  of  varzea  (including 
dikes)  for  rice  production  is  about 
$500,  about  the  same  as  for  clearing  a 
hectare  for  cattle-grazing  in  the  Amazon. 
However,  while  cattle-raising  in  Ama- 
zonia is,  at  best,  profitable  only  after 
many  years  and,  meanwhile,  is  subject  to 
soil  erosion  and  pasture  degradation,  a 
rice  producer  can  sell  his  first  crop  after 
1 15  days  in  the  field.  Also  the  year-round 
availability  of  sunlight  and 
water  in  Amazonia  permits 
two  crops  annually. 

The  high  productivity  of 
Jari's  rice  operations  barely 
suggests  the  rice-producing 
potentials  of  the  6.4  million 
hectares  of  varzea  in  the  Bra- 
zilian portion  of  Amazonia. 
And  beyond  that,  there  are 
the  floodplains  of  the  Orino- 
co and  Apure  in  Venezuela, 
the  Magdalena  and  Cauca  in 
Colombia  and  the  scores  of 
major  rivers  that  flow  east- 
ward from  the  Andes  in  Ec- 
uador, Peru  and  Bolivia  to  the 
Amazon. 

Over  the  next  century  the 
balance  of  agricultural  power 
between  the  north  and  south 
of  Brazil  could  change  in  the 

  same  way  as  it  did  between 

the  north  and  south  after  the  introduc- 
tion of  paddy  rice  cultivation  in  southern 
China  between  the  8th  and  12th  centu- 
ries. In  his  great  study  of  Chinese  tech- 
nological development,  Pattern  of  the  Chi- 
nese Past,  Professor  Mark  Elvin  writes 
that  "mastery  [in  China]  of  the  tech- 
niques of  wet  rice  cultivation  allowed  a 
great  southward  migration  into  this  pre- 
viously little-developed  area  that  became 
the  dynamic  driving  force  behind  an  era 
of  economic  revolution." 

If  such  an  "economic  revolution" 
does  occur  in  Brazil,  it  would  place 
the  Amazon  in  the  tradition  of  the 
great  river  civilizations  of  the  past, 
Egypt,  Mesopotamia,  India  and  China. 

Irrigation  works  on  the  Nile  go  back 
5,000  years.  Why  then  has  agricultural 
development  of  the  Amazon  floodplain 
been  delayed  so  long?  Perhaps  because 
the  land  has  been  leached  of  nutrients,  by 
the  rains  and  by  the  rivers,  for  so  many 
millions  of  years  that  large-scale,  labor- 
intensive  agriculture  was  impractical. 

In  1948  geographer  Pierre  Gourou  ob- 
served that  the  great  jungle  rivers  of  the 
world,  the  Amazon  and  the  Congo,  car- 
ried in  their  waters  only  a  small  fraction 
of  the  suspended  nutrient  material  that 
is  carried  by  the  great  agricultural  rivers, 
such  as'-  the  Mississippi  and  China's 
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Great  Expectations 
presents  another 
chapter  of 

THE 

GOODUFE 
$99,845 

Nine  weeks' gross  sales 

During  the  nine  weeks 
ending  December  31,  1978, 
the  Great  Expectations  store 
in  a  Miami  shopping  mall 
reached  $99,845  in  sales. 

This  store  is  owned  by  a 
businessman/franchisee  who 
operates  it  on  a  part  time 
basis  (with  a  paid  manager). 
He  has  no  prior  experience  in 
our  business.  For  perspective 
this  volume  would  normally 
produce  30%— 35%  net,  pre- 
tax profit. 

Our  Great  "X"  mall  units 
nationally  gross  from  4  to 
10  thousand  dollars  weekly 
with  potential  pre-tax  profit 
margins  from  23%  to  35%. 

If  you  would  like  to  match 
your  great  expectations  with 
ours,  we'll  show  you  how  it 
can  be  done. 

CASH  REQUIRED: 
$50,000  TO  $75,000 

Call  collect,  or  write: 

Norman  Bander 
Great  Expectations 
125  South  Service  Road 
Jericho,  N.Y.  11753 
(516)334-8400 

*  We  are  prepared  to  provide 
details  supporting  the  statements 
made  in  this  advertisement.  We 
are  a  23  vear  old  public  company 
(O-T-C). 


Grrielina  timber  being  stacked 

After  all  Ludwig's  efforts,  pulp  production  could  still  be  nationalized. 


Huang  He  (Hoang  Ho 
(Yangtze). 

The  basins  of  the  true  tropical  rivers 
have  soils  that  are  too  leached  to  yield 
large  quantities  of  silt  and  soluble  prod- 
ucts," Gourou  wrote.  "It  is  significant 
that  at  the  beginning  of  the  rainy  season 
there  is  a  rapid  multiplication  of  plank- 
ton in  the  waters  of  the  Amazon;  once 
the  rains  have  commenced,  the  plankton 
population  reverts  to  normal.  This  is  be- 
cause the  first  rains,  running  over  and 
through  the  soil  after  the  dry  season, 
carry  small  quantities  of  organic  matter 
and  even  of  mineral  substances  that 
stimulate  the  plankton.  Once  the  first 
flush  is  over,  the  percolating  waters  re- 
sume their  habitual  poverty.  Rivers  in 
equatorial  regions  are  incapable  of  build- 
ing great  alluvial  plains  of  rich  earth." 

Have  the  agricultural  methods  intro- 
duced at  fari  overcome  these  nutrient 
deficiencies?  If  so,  do  these  technologi- 
cal adaptations  represent  merely  a  solu- 
tion to  local  problems,  or  can  they  be 
applied  over  a  broad  area  of  the  South 
American  tropics? 

The  answer  to  these  questions  lies  in 
the  ability  to  build  dikes  and  canals  eco- 
nomically and  to  apply  seed  and  chemi- 
cals with  speed  and  precision  at  the  right 
moment  in  the  agricultural  cycle,  and  in 
whether  the  energy  and  chemical  inputs 
needed  for  mechanized  agricultural  pro- 
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duction  will  be  available  over  a  broa 
area  for  a  long  time. 

As  in  mechanized  rice  production  els» 
where,  the  irrigated  lands  are  plantet 
fertilized  and  sprayed  with  herbicides  an 
pesticides  by  single-seat  airplanes  flyin 
between  three  and  five  meters  above  th 
ground.  "This  operation  is  so  depender 
on  airplanes  because  there  is  only  te 
days  between  a  harvest  and  a  new  plan 
ing  in  the  two-crop  cycle,"  said  Kevin  IV 
Gayle,  a  young  Louisiana  farmer  who  le: 
his  family's  agribusiness  operations  t 
work  at  Jari.  "Heavy  machinery  can 
work  in  the  rice  fields  when  they'r 
flooded.  Airplanes  give  us  the  flexibilit 
to  apply  chemicals  exactly  when  an 
where  they're  needed.  There  is  very  littl 
that  we're  doing  here  that  has  not  bee 
standard  practice  back  in  Louisiana.  Th 
exciting  thing  about  Jari  is  bringing  thes 
techniques  to  a  new  area  and  growing  ric 
on  a  much  larger  scale  than  has  been  don 
anywhere  else  in  the  world." 

he  one  significant  technologic^ 
innovation  has  come  in  mechani 
cal  methods  of  excavation  to  buil 
dikes  and  canals.  Originally,  a  $200,00' 
Jetco  ditching  machine  was  imported  fc 
this  work,  but  it  was  never  put  into  sei 
vice  because  it  sank  into  the  vdirzea  as  i 
began  to  dig  canals.  So  a  new  machin 
was  devised:  a  back-hoe  dredge  thai 
plants  itself  into  the  sides  of  the  canal  a 
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)on  Bell,  vice  president,  tells  how  A&A  works  from  a  client's  point  of  view: 

"With  Alexsis,  clients  have  total  flexibility 
in  funding  Workers'  Compensation" 


"Workers'  Compensation  is  a 
sore  spot  with  a  lot  of  clients.  It's 
one  form  of  insurance  they  feel 
n   they  have  no  control  over,  because 
,  .  of  its  statutory  nature.  What's 
T  more,  Workers' Compensation 

insurance  services  traditionally 
J  have  been  bundled;  you  couldn't 
separate  them.  But  our  Alexsis 
concept  unbundles  them  and  gives 
clients  an  entire  menu  of  services, 
so  they  can  choose  and  buy  all, 
some  or  none— insured,  self- 
insured,  captives  or  any  combina- 
tion. Alexsis  provides  the  expertise, 
arranges  the  services  the  client 


may  need— feasibility  analysis, 
program  design,  qualification  as- 
sistance, claims  handling,  loss 
control  consulting,  computerized 
claims  data  management  and 
excess  insurance.  We'll  do  what- 
ever makes  sense  for  the  client." 

Working  from  a  client's  point 
of  view  is  our  way.  That  means 
working  as  allies,  solving  business 
problems  together.  On  Long  Island, 
New  York,  where  Don  Bell  heads 
up  our  Alexsis  operation.  And  in 
over  110  cities  here  and  overseas, 
where  clients  can  take  advantage 
of  the  computer-based  techniques 


and  the  total  flexibility  that  Alexsis 
provides  in  self-insurance  services. 

We  think  our  dedication  to 
acting  as  an  ally  of  the  clients  we 
represent  is  a  big  reason  why  A&A 
has  become  a  worldwide  leader  in 
the  insurance  brokerage  and  fi- 
nancial services  business.  We 
have  the  facilities,  expertise  and 
strength  to  act  as  effective  allies. 
We  work  from  the  client's  point 

the  corporation  Alexander 

is  large  or  gfi^BKBTKiBT 

The  Allies 


small. 


it  digs  its  way  through  the  fields. 

The  strain  of  the  "miracle"  rice  seed, 
IR-22,  which  was  imported  from  the 
Philippines,  produced  a  type  of  rice  that 
resists  falling  to  the  ground  and  germi- 
nating during  the  rainy  season,  the  main 
problem  of  rice  harvesting  in  the  Ama- 
zon. In  1972  a  Taiwan-born  soil  scien- 
tist, Dr.  Chie  Huang  Wang,  came  to  Jari- 
landia,  an  experimental  varzea  area  of 
the  Jari  River  where  since  1969  Ludwig 
had  been  sponsoring  the  IRRI's  studies 
on  rice,  sugar,  oil  palm  (dende),  cotton, 
castor  beans,  soybeans.  In  1974  Dr. 
Wang  set  up  a  new  experimental  station 
at  Sao  Raimundo  when  the  entire  rice 
operation  was  transferred  to 
take  advantage  of  the  larger 
area  available  there  for  com- 
mercial farming. 

"When  we  arrived  here  we 
found  that  70%  of  the  rfirzea 
land  was  permanently  cov- 
ered by  water,"  Wang  said. 
"At  the  same  time,  we  found 
that  the  river  doesn't  deliver 
many  nutrients  during  flood- 
ing. Although  the  water  is 
muddy,  it  carries  few  nutri- 
ents and  is  almost  chemical- 
ly pure,  like  distilled  water. 
We  found  the  alluvial  soils  to 
be  highly  acid,  but  also  with 
a  high  capacity  to  absorb  nu- 
trients, and  the  acidity  is  re- 
duced as  the  land  is  repeated- 
ly flooded  and  drained,  so  we 
don't  have  to  use  lime  on  the 
soil.   We  apply  about  the 
same  amount  of  chemicals  (fertilizers, 
herbicides,  pesticides)  per  hectare  as  in 
other  rice-producing  areas  of  the  world. 
Other  areas,  such  as  Louisiana,  initially 
may  be  more  fertile,  but  their  fertility 
soon  declines  to  the  levels  we  have  at 
Jari.  Our  main  early  problem  was  a  sulfur 
deficiency  in  the  soil.  In  1972,  after  two 
successive  rice  crops  on  our  experimen- 
tal area,  we  found  that  our  yields  had 
suddenly  declined  from  five  or  six  tons 
per  hectare  to  between  one  and  three 
tons.  After  we  discovered  the  sulfur  defi- 
ciency and  corrected  it,  our  yields  came 
back  up  to  where  they  were,  and  we  were 
ready  to  begin  commercial  production. 
But  we  continually  have  to  search  for 
new  rice  varieties  to  avoid  losses  from 
insects  and  diseases  that  overcome  the 
resistance  of  the  varieties  we  are  using. 
We  are  continually  receiving  new  strains 
from  the  Philippines  and  testing  them 
here." 

On  the  irrigated  rice  farms  in  Lou- 
isiana and  Texas,  rice  must  be 
rotated  with  other  crops  because 
of  a  weed  problem  and  declining  soil 
fertility  over  time.  Soybeans,  which  re- 
store nitrogen  to  the  soil,  are  used  as  a 
second  crop.  But  soybeans  are  not  suit- 
able for  Amazon  vdrzeas  because  the  soil 
is  too  impermeable,  thus  alternately  too 


wet  and  too  dry.  "We  haven't  been  able 
to  find  a  second  crop  for  rotation,"  said  a 
Jari  technician,  "so  we  have  to  keep  go- 
ing with  rice."  But  the  cost  of  buying  and 
developing  Amazon  varzea  for  rice  pro- 
duction is  only  about  one-sixth  of  the 
purchase  price  of  rice  land  in  the  Missis- 
sippi delta. 

t  is  unlikely  that  Daniel  Ludwig's 
extraordinary  project  in  Amazonia 
will  be  fully  realized.  The  long-term 
profitability  of  Jari  is  too  uncertain;  there 
are  too  many  political  problems,  and 
Ludwig  is  too  old  to  see  the  effort 
through  personally  for  many  more  years. 
Yet,  something  important  will  be  lost  if 
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Jari  timber  mill  workers 

The  plantation's  population  is  now  25,000. 

this  project  goes  no  further,  because  Jan 
points  to  a  sensible  middle  ground  in 
Amazon  development  between  the  ex- 
tremes of  extensive  devastation  present- 
ly caused  by  cattle  and  timber  operations 
and  the  concept  of  an  "ecological  muse- 
um" under  which  the  tropical  forest 
would  remain  a  sacred  preserve.  What  is 
needed  is  some  kind  of  equilibrium  be- 
tween Amazonia's  fragile  and  infertile 
ecosystem  and  the  presently  uncon- 
trolled advance  of  men,  money  and  ma- 
chines into  the  equatorial  forest. 

Major  international  corporations  such 
as  Volkswagen,  Goodyear  and  Liquigas 
are  burning  away  the  forest  to  make  cat- 
tle ranches,  but  there  are  many  more 
Brazilian  firms,  large  and  small,  burning 
away  a  much  greater  area  without  the 
benefit  of  publicity.  All  of  these  firms 
and  individuals  are  responding  to  the  in- 
vitation and  incentives  of  the  Brazilian 
government  to  burn  away  the  forest  to 
create  what  are  called  cattle  ranches. 
These  seem  to  produce  nothing  but  dev- 
astation, and  at  very  great  cost  in  govern- 
ment subsidies.  But  nearly  all  the  saw- 
mills in  Amazonia  now  are  Brazilian- 
owned.  Proliferating  rapidly,  the  saw- 
mills have  much  more  industrial  capac- 
ity than  there  are  commercial  species  of 
wood  to  supply  them.  Thus  they  are  do- 


ing away  with  the  most  valuable  kinds  i 
wood  very  rapidly.  Maintaining  an  ecj 
logical  balance  in  Amazonia  is  a  Brazi 
lan  responsibility.  It  cannot  be  shifted  1 
others.  Any  attempt  to  do  so  would  be  a 
abdication  of  sovereignty. 

Although  Ludwig  is  pictured 'as  one  i 
the  principal  offenders  in  this  invasioi 
he  is  not.  His  operating  methods  ai 
different  in  that:  1)  the  agricultural  an 
forestry  projects  were  preceded  by  yeai 
of  testing  and  research  that  still  contii 
ues,  and  2)  the  traditional  ways  of  ha 
vesting  Amazonia's  wealth  are  being  r 
placed  by  capital-intensive  ways  i 
heightening  productivity  and  of  recychr 
that  productivity  in  limitc 
and  carefully  selected  areas. 

It  is  said  that  in  the  195C 
Ludwig  had  one  of  his  inti 
itive  visions  that  there  woul 
be  a  world  fiber  shortage  i 
the  mid- 1 980s.  He  sent  one » 
his  aides  scouting  about  th 
world  for  the  "perfect  tree' 
one  that  would  not  only  gro 
fast  but  also  resist  disease 
and  pests  and  produce  n( 
only  pulp  but  also  solid  woe 
products — timber,  venee 
plywood  and  particleboard.  I 
Southeast  Asia,  the  scoi 
found  grnelina  arborea,  a  tre 
native  to  Burma  and  Indi 
which  Ludwig  test-plante 
successfully  in  Hondura 
Then  he  looked  about  for 
large  swath  of  land  to  sustai 

  a  major  forestry  operatio 

based  on  the  grnelina.  He  almost  ha 
settled  on  Nigeria,  where  the  tree  ha 
been  used  for  pit  props  in  mines,  but  w, 
discouraged  by  the  political  turmoil  th; 
led  to  the  Biafran  civil  war.  Although  h 
had  previously  backed  away  from  loca 
ing  his  project  in  Amazonia  because  c 
the  turbulence  surrounding  the  Goulai 
regime,  Ludwig  went  to  Brazil  after 
right-wing  military  regime  seized  pov\ 
er  in  1964. 

Jari's  forestry  experts  point  to  tw 
false  starts  at  the  beginning.  On 
was  clearing  the  land  with  tractor 
and  bulldozers,  which  removed  preciou 
topsoil  and  nutrients.  After  the 
switched  to  traditional  Brazilian  metr 
ods  of  cutting  and  burning  the  fores 
Jari's  foresters  found  that  the  ash  left  1 
the  soil  was  worth  about  $170  per  heci 
are  as  a  fertilizer  and  herbicide  equi\ 
alent.  Secondly,  two  years  after  the  m: 
tial  plantings,  they  found  that  the  gmt 
lina  would  not  grow  properly  on  sand 
soils.  So  Caribbean  pine  was  brought  l 
to  be  planted  on  the  sandy  soil  south  of 
geological  fault  that  bisects  the  propert) 
while  grnelina  grows  north  in  the  claye 
soils  that  predominate  as  the  land  rise 
into  the  Guayana  shield.  Pine  at  Jai 
grows  twice  as  fast  and  yields  twice  ai 
much  timber  per  hectare  as  pine  in  th 


138 


FORBES,  MAY  14,  19? 


pot 

OIK 
.ft 
lit 

,\1'J 
tk 

met 

y 

leiti 

he 

'Al\ 
ie : 

vT 
it 

he 

:la? 
Ilk 

it] 


Your  world  is  one  of  meetings, 
out-of-town  conferences  and  visits 
to  satellite  facilities  —  trips  that 
average  less  than  400*  miles  — 
distances  too  far  by  car  and  too 
close  for  efficient  use  of  company 
jets.  That's  why  the  new  Bell  222 
Executive  Twin  helicopter  belongs 
in  your  corporate  fleet. 

With  it,  you  fly  above  the  traffic, 
out  of  the  snarls  and  delays  —  direct 
to  your  destination,  at  cruise  speeds 
up  to  170  mph,  for  up  to  400  miles  in 
range. 

The  222  Twin  offers  the  most 
functional  cabin  in  executive 
helicopters.  Wide,  plush  chairs  let 

'Wall  Slreel  Journal  —  A  Surer)'  of  Chief  Pilots 


Bell's 
222  Executive  Twin 
helicopter: 

it  can  take  you 
into  a  new  world 


you  stretch  out.  Club  seating 
enhances  normal  voice  tone  con- 
versation. Its  environment  rivals 
01  C0J?p01*<ltC     anything  found  in  corporate  jets. 

fT*IflS1){)1'fZlt,iOfl  when  weatner  threatens,  you  can 
*"l<WlOJ* UA  ICtllwll     keep  your  appointments  because 

the  222  will  be  IFR  certified.  And 

total  redundancy  of  turbine, 

hydraulic  and  electrical  systems 

attest  to  the  dependability  that's 

built  into  this  Bell. 

The  new  222  Executive  Twin 

helicopter  is  the  discriminate  choice 

for  you  to  move  about  your  400-mile 

world,  efficiently  and  effectively. 

/'      That's  why  it  should  be  teamed 
with  your  corporate  jets. 


with  a  mark  of 
excellence 
that  says 

you  have 
arrived. 

3P 


222  Twin 


Would  you  like  to  see  what  one  can  do  for  you? 


For  more  information  on  Bell  helicopters  designed  for  corporate  transportation, 
and  for  a  Bell  Helicopter  travel  evaluation  guide  called  a  Rangefinder, 
contact  Dwayne  Jose,  Vice  President,  Commercial  Marketing,  Department  564,  Bell  Helicopter, 
Box  482,  Ft.  Worth,  Texas  761 01 ,  or  call  81 7/280-21 1 7. 


How  International  Paper 
makes  Sunday  supplements 
look  good  enough  to  eat 


Now  International  Paper 
is  rolling  out  a  super  gravure 
paper  in  Quebec,  Canada. 

It's  a  paper  that  publishers 
and  printers  definitely  needed. 
Supplement  publishers  have 
felt  the  pressure  to  make  pic- 
tures look  as  lifelike  as  possible 
to  attract  advertisers  of  products 
like  foods,  where  mouth-water- 
ing reproduction  is  essential. 

Advertisers  need  better  print- 
ing quality  in  catalogs  and 
magazines  to  show  off  products 
with  more  detail  and  better  real- 
ism for  more  appeal. 

Publishers  and  printers  have 
been  looking  toward  the  paper 
industry  for  new  paper  stocks  to 
complement  their  new  updated 
printing  methods. 

Committing  $7.5  million 


International  Paper  sensed 
their  needs.  So  we're  commit- 
ting $7.5  million  in  Canada  to 
produce  this  paper. 

Now  we're  rolling  it  out! 

We  call  this  product  Supercal. 
It's  a  specialty  groundwood  gra- 
vure sheet  that  fills  the  gap  be- 
tween the  best  gravure  newsprint 
for  newspaper  supplements  and 
the  least  expensive  coated  stock 


Which  eye  is  on  Supercal?  Ink  bleeds 
more  on  ordinary  gravure  paper  (bottom). 
Supercal  Hop)  allows  clearer,  firmer.dots 

for  sharper  detail. I  Hot  h  enlarged  16x.  ) 


for  magazines  and  catalogs. 

We  are  making  this  newest 
grade  in  our  oldest  newsprint 
mill— Trois  Rivieres,  Quebec. 

IP  has  spent  80  years  making 
newsprint.  And  30  years  making 
gravure  papers. 

Fifth-generation 
newsprint  makers 


Our  seasoned  craftsmen  run 
to  fifth-generation  papermakers. 
They  know  their  stuff. 

They  have  to.  The  making  of 
this  specialty  gravure  sheet  calls 
for  a  critical  combination  of 
chemicals  and  fibers  and  careful 


control  of  machines  to  end  up 
with  high  gloss  and  smoothness. 

Hard  surface 
reproduces  better 

This  super  care  gives  Supercal 
a  special  hard  surface  finish.  So 
gravure  colors  don't  soak  in  and 
turn  dull,  but  sit  up  brightly  for 
deliciously  lifelike  reproduction. 

That  makes  Supercal  perfect 
for  newspaper  supplements  as 
well  as  catalogs. 

Supercal  can  even  be  useful 
for  magazine  publishers,  too.  It 
gives  them  another  option  in  the 
mix  of  papers  in  each  issue. 

This  responsiveness  by  IP  to 
the  printing  and  publishing  in- 
dustry is  one  example  of  how  we 
solve  our  customers'  problems  in 
every  industry— from  publish- 
ing to  food  packaging,  energy, 
the  medical  field  and  more. 

May  we  help  you?  For  further 
information,  write:  International 
Paper  Sales  Company.  Sun  Life 
Building,  Montreal,  Quebec, 
Canada  H3B  2X1. 
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220  EAST  42ND  STREET  NEW  YORK  NEW  YORK  1001  7 


IP's  Supercal  gravure  paper  makes  reproduction  in  newspaper 
pplements.  magazines  and  catalogs  so  attractive,  readers  might 
sh  they  could  reach  out  and  lift  a  product  right  off  the  page. 


IN  all  probability,  yes.  We  already  have  the 
resources,  the  technology  and  the  expertise 
to  turn  immense  barren  areas  of  the  earth's 
surface  into  fertile  lands. 

Just  think  of  the  far-reaching  effects  a  scheme  such 

as  this,  could  have.  More  food  for  everyone,  more 

land  for  raising  live-stock  and  more  space  to 

accommodate  people. 

This  needn't  be  just  a  dream  anymore. 

The  concept  is  brilliant,  yet  as  a  task  awesome 


but  it  is  possible. 

It's  an  ambitious  project  that  would  require  vast 
technology  and  imaginative  financing. 

Imaginative  financing  is  our  business 

CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Head  Office-Commerce  Court,  Toronto  M5L  1A2,  Canada.  New  York  Agency:  22  William  St.,  N.Y.  10005*  (212)  825-7000 
Over  1,700  branches  in  Canada,  branches  or  banking  offices  in  major  business  centres  worldwide. 


ultiwting  rice  in  a  former  swamp 
eeding  Brazil  is  the  first  priority. 


J.S.,  while  gmelina  is  ready  to  be  cut 
|nly  six  or  seven  years  after  planting, 
i  Ronald  A.  Woessner,  the  head  of  for- 
estry research  at  Jari,  looks  toward  a 
lighly  diversified  future  for  these  oper- 
itions.  "Some  people  think  we're  doing 
inly  one  or  two  things  here,  but  that's 
ot  true,"  says  Woessner.  "We  started 
lanting  only  gmelina,  but  then  we  start- 
d  planting  pine  and  now  are  developing 
eucalyptus  for  large-scale  planting.  When 
ve  have  the  wood  supply  assured"  for 
loth  the  pulp  plant  that's  just  begun  op- 
irations  and  for  the  plant  we're  planning 
p  build,  we  will  diversify  into  other 
irops.  We  will  plant  cacao,  rubber  and 
zstanha  (Brazil  nuts)  if  their  prices  are 
lgh.  The  cacao  may  be  especially  good 
Br  planting  in  the  shade  of  our  trees.  We 
(Low  plant  pasture  and  graze  cattle  be- 
tween the  rows  of  pine  trees  to  help 
control  the  regrowth  of  wild  vegetation 
'that  otherwise  would  have  to  be  cut 
i  own  by  hand.  Pasture  must  be  managed 
iitensively  to  avoid  soil  degradation. 
The  question  is  not  whether  the  land  is 
!  hanged  with  use,  but  whether  the  land 
i an  still  be  used." 

Jari's  expansion  plans  call  for  plant- 
ing 100,000  more  hectares  of  trees 
beyond  the  100,000  already  plant- 
|i  d,  and  for  another  floating  pulp  mill 
i  djoining  the  big  newsprint  plant  that 
/ill  be  the  next  major  component  of  the 


industrial  complex.  These  installations 
would  be  powered  by  a  180-megawatt 
hydroelectric  dam,  costing  $140  million, 
to  be  built  on  the  Jari  River  along  the 
geological  fault  that  crosses  the  property, 
creating  falls  with  an  800-mw  electricity 
potential.  There  has  been  considerable 
tension  between  Ludwig  and  Brazilian 
authorities  over  the  government  approv- 
als needed  before  Jari's  expansion  plans 
can  be  implemented.  Ludwig  claims  the 
project  will  continue  to  lose  large 
amounts  of  money  unless  it  can  produce 
more  finished  products  and  have  enough 
electricity  to  sustain  energy-intensive 
industrial  production  in  a  remote  area. 

Although  Ludwig  expected  to  spend 
$350  million  on  Jari  when  he  bought  the 
property  in  1967,  he  will  have  invested 
more  than  triple  that  amount  if  the 
planned  expansion  is  completed.  A  $400 
million  revolving  credit  has  come  from  a 
syndicate  led  by  the  Chase  Manhattan 
Bank,  and  another  $250  million,  to  fi- 
nance the  floating  power  plant  and  pulp 
mill  just  installed,  was  lent  by  the  Ex- 
port-Import Bank  of  Japan  with  guaran- 
tees from  Brazil's  National  Bank  for  Eco- 
nomic Development  (BNDE).  Ludwig's 
shipping  company  in  New  York  has  been 
paying  $45  million  in  interest  annually 
on  these  loans  for  Jari.  To  reduce  these 
interest  payments,  Ludwig  has  sold  a 
coal  mine  in  Australia  to  British  Petro- 


leum and  a  gold  mine  in  South  Africa  to 
pay  off  the  Chase  banking  syndicate. 

The  Brazilian  government  has  helped 
generously.  One  Jari  staff  member  said: 
"I  doubt  if  Jari  would  have  been  estab- 
lished but  for  the  loan  guarantees,  the 
export  programs  and  the  related  capital 
equipment  import  policies  of  the  govern- 
ment. These  have  effectively  reduced  the 
cost  and  lightened  the  debt  burden  of  Jari 
on  the  parent  company,  particularly  dur- 
ing these  years  of  startup  when  there  has 
been  no  revenue  whatsoever."  But  Jari's 
tax-free  imports  of  machinery  and  other 
subsidies  have  become  controversial 
within  the  Brazilian  government. 

In  1976  opposition  by  the  board  of 
governors  of  SUDAM  ( Super  inten- 
dency  for  Amazon  Development)  to 
tax  exemptions  for  Jari  could  only  be 
overcome  by  the  intervention  of  Presi- 
dent Ernesto  Geisel.  One  nationalist 
member  of  the  SUDAM  council,  War- 
wick Estevam  Kerr,  director  of  the  Na- 
tional Institute  for  Amazon  Research 
(INPA)  in  Manaus,  asked:  "How  can  we 
justify  tax  exemptions  for  a  company 
that  doesn't  even  have  headquarters  in 
Brazil?" 

Governor  Arthur  Henning  of  the  Terri- 
tory of  Amapa\  where  part  of  Jari  lies, 
said  the  project  would  have  to  be  super- 
vised to  determine  whether  it  helped  de- 
velopment of  the  region,  "and  I  ask  my- 
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Play  for  fun... 
Win  with  Profit 

Fill  in  the  product  names  made  in  Oklahoma  and  prove  you're  a  winner. 
If  you  miss  one  or  more,  it  means  you  need  to  know 
more  about  Profitable  Oklahoma. 

A  guessing  game  is  fun,  until  the  stakes  you're 
playing  tor  are  your  profits.  Let  us  help  you,  as  we  have 
these  nationally  known  companies. 


i 

'p 

0 

F 

/ 

r 

q 

i 

fas-.. ; 

ACROSS  DOWN 

2.  Telex  has  been  a  pioneer  in  the  1.  manufactured  by  American. 

 age.  McDonnell-Douglas,  and  Rockwell 

c                 a    ♦  u  n.  *      r-        i                International  found  the  sky's  the  limit 
5.  products  by  Dayton,  General  .   D   f.t^ut  /~>i  uu  . 

t-     r~         u  r~    j  iii         ,,  n  rrot  tab  e  Ok  ahoma 

Tire,  Ciocxinch,  Goodyear  and  Uniroyal  keep 

America  rolling  3.  Blue  Bell,  Haggar,  and  Kellwood  found 

-,  .    ■      n  ,r      i     I  /      j»u  Oklahoma  a  fitting  place  for  their  

7  Agrico,  Grace,  and  Farmland  round  their  hf 

 reaction  in  Oklahoma  —  Profit.       4.  From  tissue  to  wall  board,  Fort  Floward 

q  iu  c    u      i  v a /* i      d  /-  and  Weyerhaeuser  know  how  to  turn  

8.  processed  by  Swift  and  Wilson  &  Co.  »   r>   * »        d   t »  i  i   r\,  i  u  „ 

i  .  •  »  into  Profit  —  in  Profitab  e  Oklahoma, 

is  always  appetizing 

n  r-        ,.,  ,     ,       ,        I  i     §  6.  Ford  Glass  had  a  better  idea,  manufacturing 

9.  General  Motors  has  always  been  a  leader  .^11  

.,1  .  i   .  '   in  Oklahoma 

in  the  industry 

Oklahoma  has  the  answers. 

ACROSS -2.  Electronic      5.  Rubber      7.  Chemical      8.  Food      9.  Auto 
DOWN— 1.  Aircraft      3.  Clothing     4.  Paper     6  Glass 

The  profitable 
place  to  be 

A 

For  further  information,  call  or  write  Director, 
Industrial  Division,  Oklahoma  Industrial  Development  Department  567A 
Will  Rogers  Building,  Oklahoma  City,  OK  73105  (405)  521-2401 


Oklahoma 


self  whether  the  government  could  si 
pervisc  an  enterprise  of  this  size." 

The  political  climate  for  foreign-owne 
operations  in  Amazonia  has  become  i 
tense  and  confused  it  seems,  one  way  <| 
another,  Jari  will  come  under  Brazilia 
ownership.  Why  then  in  the'last  years  I 
his  life  has  Ludwig  undertaken  th  is  proje« 
and  what  has  he  done  to  ensure  Jari 
survival?  Ludwighas  no  heirs.  Hisfortur 
will  be  left  to  a  cancer  foundation  h 
established  in  Switzerland.  Its  head 
Ludwig's  chief  financial  adviser,  John  I 
Notter,  a  Swiss-born  former  banker  said 
have  been  opposed  to  Jari  from  the  start 

Before  he  dies,  Ludwig  may  have 


Jari  headquarters  from  t/.v  air 
Can  one  man's  will  and  vision  prevaiVA 

find  an  ownership  and  management  fori 
mula  to  assure  that  the  work  at  Jari  will 
continue  to  justify  the  effort  already 
made.  If  this  is  not  done,  the  Brazilian 
government  may  be  forced  to  be  responf 
sible  for  the  25,000  people  living  in  thi:f 
remote  jungle  area  who  would  be  unabhl 
to  manage  and  develop  Jari  as  an  intef 
grated  enterprise.  Then  much  of  grea 
value  will  have  been  lost.  The  same  thind 
could  happen  to  Jari  as  happened  to  Ford 
landia,    the    giant    rubber  plantation 
opened  by  Henry  Ford  between  1928  and 
194S  on  Brazil's  Tapaios  River  at  a  cosi 
of  $25  million.  Fordlandia  stands  aban 
doned  today,  even  though  800,000  of  its 
trees  still  can  produce  rubber.  If  Danie 
Ludwig  ever  visited  Fordlandia  he  would 
probably  offer  to  buy  it  cheap,  and  ther 
turn  it  into  a  profitable  operation.  But,  as 
with  Jari,  the  big  question  is  what  hap 
pens  after  Ludwig  dies.  That  is  some- 
thing Ludwig  and  the  Brazilian  govern 
ment  should  settle  now.  ■ 
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It's  going  to  take 
a  mutual  effort  to 
save  this  arm. 
A  Liberty  Mutual 
effort. 

This  man  is  an  accident  victim. 

The  struggle  to  regain  full  use  of  his 
damaged  arm  involves  countless  hours  of 
hard  work  and  intensive  therapy.  But  he 
won't  have  to  go  through  it  alone. 

His  efforts  will  be  supported  by  the 
Liberty  Mutual  Rehabilitation  Center. 
Established  36  years  ago,  the  Center  has 
helped  thousands  of  people  recover  to  lead 
productive  lives. 

We  put  a  lot  of  effort  into  rehabilitation. 
Mutual  effort  made  possible  by  the  17,000 
employeesand  more  than  one  million  policy- 
holders who  together  make  up  Liberty  Mutual. 

Feeling  safe. 

Feeling  secure. 

It's  a  mutual  feeling. 

LIBERTY 
MUTUAL 

Liberty  Mutual  Insurance  Company,  Liberty  Mutual  Fire  Insurance  Company, 
Liberty  Life  Assurance  Company  of  Boston.  Home  Office:  Boston.  ©  1979. 


A  decade  ago,  Allis-Chalmers  looked  like  a 
goner,  but  that  was  before  David  Scott,  a 
tough,  able  ex-GE  man,  came  to  the  rescue. 


"Once  you're  in 
the  ocean  you've 
got  to  swim" 


By  Jean  A.  Briggs 


REMEMBER  THAT  EARLIER  Wave  of 
takeovers  when  Jimmy  Ling, 
Charlie  Bluhdorn,  Burt  Kleiner, 
Forrest  Shumway,  Edward  Reddig  and 
George  T.  Sharffenberger  all  made  passes 
at  Allis-Chalmers?  They  each  saw  a  big 
slow-moving  company  selling  at  a  fat 
discount  from  book  value;  it  wasn't  mak- 
ing much  money  but  clearly  had  poten- 
tial. It  could  be  turned  around  or  broken 
into  pieces  and  consolidated  with  their 
other  operations.  Or  so  they  thought. 

But  it  didn't  happen.  Milwaukee-based 
Allis-Chalmers  Corp.  is  still  fiercely  in- 
dependent. David  C.  Scott  recalls:  "Ed 
Reddig  [the  recently  deceased  White 
Consolidated  merger  whiz]  finally  came 
to  see  me.  He  jabbed  me  with  his  finger 
and  said,  'Boy' — the  only  thing  he  ever 
called  me  was  'boy' — 'you're  the  first  per- 
son who's  ever  whipped  my  ass.'  " 

Scott  had  more  than  would-be  take- 
overs to  contend  with  after  he  was 
brought  in,  in  1968,  to  save  the  big  but 
foundering  company,  and  it  was  a  good 
thing  he  knew  how  to  be  tough.  A  deco- 
rated Navy  hero  in  World  War  H,  he  was 
recruited  for  the  job  by  his  predecessor, 
Robert  S.  Stevenson,  after  a  brilliant  ca- 
reer, first  at  General  Electric,  where  he 
was  a  rising  star,  and  later  at  Colt  Indus- 
tries. (Stevenson  performed  a  remarkable 
act  of  self-abnegation.  When  Scott  insist- 
ed on  not  the  number  two  spot  but  the 
number  one  job,  Stevenson  stepped 
down  and  took  early  retirement.) 

Scott  knew  he  had  a  problem  with 
Allis-Chalmers  but  he  now  says  he  didn't 
know  how  bad  the  problem  was.  He 
knew  that  Allis  was  in  important  major 
businesses — farm  machinery,  electrical 
and  construction  equipment  and  process 
machinery.  It  wasn't  making  much  mon- 
ey in  any  of  them.  But  he  apparently 
figured  that  with  some  tough  cost-cut- 
ting and  a  more  aggressive  stance,  it 
could  increase  market  shares  to  the  point 
where  it  could  make  the  kind  of  profits 


Allis-Chalmers  David  C.  Scott 

Plain  in  appearance  but  not  in  action. 


that  competitors  like  Deere  &  Co.,  G] 
and  Caterpillar  Tractor  were  makin 
Look  what  he  had  helped  achieve 
Colt!  But  he  soon  discovered  that  simp! 
keeping  the  company  afloat  was  a  maji 
undertaking.  "The  company,"  he  say 
"had  more  indirect  employees  than  d 
rect.  It  employed  one  dollar  in  capital  f< 
every  dollar  of  sales."  Many  of  the  plan 
were  obsolete,  there  was  a  bitter  legac 
of  labor  strife  and  a  weak  position  i 
most  of  its  markets.  Those  positior 
were  getting  weaker  and  for  the  vel 
worst  of  reasons:  poor  design  and  quahl 
control  in  many  of  Allis'  product  lines. 

Scott  had  to  do  a  hundred  things  ; 
once.  First  off  he  cut  staff — from  1,510  t 
138.  He  later  lopped  off  over  8,000  not 
production  employees  and  then  proceed 
ed  to  write  off  every  mistake  and  doub 
ful  account  he  could  locate  on  the  core 
pany's  books.  In  1968  the  company  had 
$  1 2 1  million  pretax  loss.  Of  that,  he  say 
$7  million  was  from  operations,  $46  mi 
lion  in  writeoffs  and  $68  million  ws 
from  setting  up  reserves  for  future  write 
offs.  Sales  were  only  $777.1  million. 

Those  were  relatively  straightforwar 
problems.  Dealing  with  the  poorly  pei 
forming  products  was  tougher.  Scott  in 
sisted  executives  report  all  known  pei 
formance  problems  to  him  and  estimat 
their  ultimate  cost.  He  told  them  that  :| 
any  turned  up  later,  they  would  be  out. 

He  made  amends  with  customers.  H' 
took  back  an  entire  cement  plant,  fa 
example.  He  provided  TVA  wit 
$960,000  of  free  equipment  for  th 
$900,000  that  poorly  performing  trans 
formers  had  cost  the  utility.  He  repaire 
or  replaced  free  of  charge  huge  scrape 
transporters  which  had  the  unfortunat 
characteristic  of  breaking  in  the  middle 
(He  also  stopped  making  them.) 

Scott  also  proceeded  to  reorganize  th 
company  into  profit  centers  and  to  buil< 
in  big  incentives,  partly  in  the  form  c 
stock  options  for  profit-achieving  man 
agers.  "That  stopped  the  finger-pointin. 
that  had  gone  on,"  he  says.  It  also  gav 
management  a  stake  in  their  compan> 
"Managers  and  directors  now  own  4-.2°A 
of  the  stock,"  says  Scott.  "And  I'd  like  t» 
get  that  up  to  10%." 

Scott  wanted  to  bring  in  a  new  team  o 
executives — men  with  a  broader  indus 
trial  background  than  most  Allis 
Chalmers  executives  had — but  he  had 
hard  time  recruiting  because  Reddig  o 
White  Consolidated  was  then  at  th< 
gates.  Scott  showed  Reddig  how  tougl 
he  could  be.  Scott  feigned  a  move  int( 
the  appliance  business  where  White  al 
ready  was — he  announced  his  inten 
tions,  then  began  importing  and  selling  ; 
line  of  refrigerators  and  radios.  He  suec 
White  on  antitrust  grounds.  Three  year; 
later  when  the  court  decided  in  Scott': 
favor,  Allis  quietly  dropped  the  appliance 
business.  Scott  then  replaced  12  of  the  Ic 
top  executives. 
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How  this  beautiful  body  jpA 
gets  its  gleaming  beauty  jr  M 
from  an  industrial  products  company 
like  Colt  Industries.  X 


WE  STARTED  IS 
NOT  WHERE 
WE'RE  GOING 


Seventeen  years  ago  AMI  pioneered  an  industry: 
professional  hospital  management.  We 
emphasized  the  business-like  control  of 
quality  health  care  delivery.  And  we  still  do. 

But  today  we  do  more  than  own  and  manage 
hospitals.  AMI  delivers  50  different  kinds  of  health 
care  services  to  400  communities  in  the  U.S., 
Europe,  Latin  America,  the  Middle  East  and  Africa. 

For  example,  AMI  shared  medical  services  help 
many  hospitals  provide  the  latest  in  medical  tech- 
nology without  investing  in  expensive  equipment 
and  personnel.  Our  mobile  CAT  Scanner  service, 
the  first  of  its  kind  in  the  world,  is  the  newest  of 
these  shared  programs. 

To  give  hospital  managers  control  of  health 
care  costs,  AMI  has  created  computerized  systems 
for  budgeting,  labor  and  financial  analysis.  These 
systems  are  in  use  now  in  hospitals  in  the  United 
States,  Ecuador,  England,  France  and  Switzerland. 

To  help  communities  put  modern  hospitals 
where  they  are  really  needed,  AMI  has  created  a 
pre-engineered  modular  design  specifically  for 
hospitals,  which  greatly  reduces  construction 
time  and  cost. 

That's  where  AMI  is  going:  toward  carefully 
planned,  cost-effective,  quality  health  care  serv- 
ices of  all  kinds,  wherever 
they  are  needed.  It  is  a  ^j^f 


worthwhile  direction 
to  take. 


©  1978 


fcl  V  The  International 
Health  Care 
Services  Company 


Write  to  The  Information  Center  at  American  Medical  International.  414  North  Camden  Drive.  Beverly  Hills,  California  90210 


'Armco  paid  me  $84. 72  more 
in  dividends  on  my  stock 
last  year  than  I  got  the 
year  before. 
That  helps? 


Irene  Dineen  of  Middletown.  Ohio,  a  retired  Armco  receptionist 
who  owns  1.059  shares  ot  Armco  common  stock 


Irene  Dineen  and  the  rest  of  Armco' s  100.000  or  so  owners  have  had  their  regular  Armco 
dividends  raised  three  times  in  the  past  five  years.  Over  this  period.  Armco  paid  stock- 
holders 39%  more  on  each  share  than  we  did  in  the  previous  five  years.  We  raised  our 
dividend  rate  13%  in  1978.  Altogether.  Irene  received  $1,355.52  last  year  on  her  Armco 
stock.  Now  our  annual  dividends  total  $1.36  a  share.  We  don't  lead  the  list  of  major 
industrial  companies  in  dividend  payout.  But  we  do  have  a  solid,  sustained  record.  First 
quarter  1979  was  Armco' s  174th  consecutive  quarterly  cash  dividend  —every  three  months 
for  over  43  years.  Dividends  aren't  the  only  way  to  measure  a  company. 
But  they're  one  good  way.  Armco  has  more.  ^^^^^ 

Armco.  General  Offices.  Middletown.  Ohio  45043.  ARMCO 
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yn  ore  processing  equipment  in  Minnesota 

I  fie  market  far  machines  that  turn  big  chunks  into  little  chunks  is  still  attractive. 


At  the  same  time  he  was  fighting  the 
keover,  Scott  started  formal  planning 
an  attempt  to  find  ways  of  positioning 
ie  company  more  successfully  in  its 
arkets.  He  had  to  decide  where  Allis' 
rengths  lay  and  where  its  weaknesses; 
hich  product  lines  should  be  dropped, 
hich  built  up;  where  it  was  possible  to 
cover  lost  ground  from  competitors 
id  where  he  should  throw  in  the  towel. 
By  the  early  Seventies  Scott  had  recog- 
zed  the  futility  of  trying  to  compete 
ith  Caterpillar  in  the  earth-moving  and 
instruction  business.  Thus  was  Fiat-Al- 
s  born.  Scott  met  Giovanni  Agnelli, 
at's  chairman,  who  suggested  a  joint 
linture.  Fiat  wanted  to  get  into  the  U.S. 
arket  at  exactly  the  time  Allis  wanted 
get  out.  Scott  chuckles  at  the  story: 
"We  got  $55  million  in  cash  for  65%  of 
ur  construction  equipment  business." 
hat  was  in  1973  and  since  then  Allis 
s  reduced  its  holdings  to  just  under 
y/o .  Not  only  did  the  maneuver  get  Allis 
ish,  but  it  also  got  rid  of  a  business 
here  it  could  not  hope  to  compete. 
In  power-generating  equipment,  where 
His  had  lost  its  once-powerful  position, 
ott  embarked  on  yet  more  joint  ven- 
ires, this  time  with  West  Germany's 
temens  A.G.  Allis-Chalmers  first  got 
ivolved  with  Siemens  back  in  1970 
hen  Kraftwerk  Union,  a  Siemens  sub- 
diary,  and  Allis  agreed  to  form  a  corn- 
any  called  Allis-Chalmers  Power  Sys- 
ms,  Inc.  to  sell  power-generating  equip- 
ent  to  utilities.  The  parent  and  Allis 
;reed  to  form  a  company  at  an  unnamed 
lture  date  to  make  and  market  electrical 
luipment  such  as  motors  and  switch- 
ear.  The  idea  in  both  cases  was  for  Sie- 
mens to  provide  the  technology  and  Allis 


to  provide  access  to  U.S.  markets,  manu- 
facturing and  service  facilities.  Scott  has 
had  some  disappointments  from  the  Sie- 
mens deals.  The  entry  into  the  power 
systems  business,  along  with  an  equally 
unfortunate  effort  in  transformers,  has 
led  to  losses  of  $115  million  since  1974 
for  Allis.  "There  are  two  reasons,"  says 
Scott.  "We  took  contracts  at  fixed  prices 
and  then  costs  escalated.  Also  in  retro- 
spect it  was  an  error  to  try  to  produce 
power-generating  equipment  in  West  Al- 
lis [Wis.].  Workers  there  are  members  of 
the  United  Auto  Workers  Union.  Gener- 
al Electric  and  Westinghouse  workers  are 
members  of  the  electrical  union  and 
don't  get  the  same  rates."  The  company 
stopped  taking  orders  in  1977. 

The  two  parent  companies  have  now 
spawned  another  joint  venture,  Utility 
Power  Corp.,  which  intends  to  go  back 
into  the  power-generating  equipment 
business.  Neither  party  is  repeating  the 
old  mistakes:  The  new  company  just 
broke  ground  for  a  plant  in  Florida.  Allis, 
however,  owns  only  15%  of  it. 

The  Siemens-Allis  joint  venture  in 
electrical  equipment  is  also  under  way. 
After  Allis  built  some  new  plants — five 
of  them  in  the  Sunbelt — the  joint  ven- 
ture was  finally  undertaken:  Siemens 
took  20%  of  the  new  Siemens-Allis  in 
1978  and  another  30%  this  year.  Scott 
insists  he  isn't  going  to  get  out  of  this 
business  as  he  got  out  of  construction 
through  Fiat-Allis.  Why  should  he?  Sie- 
mens-Allis contributed  a  handsome 
$28.3  million  to  earnings  last  year. 

Scott's  real  break  came  in  his  farm 
equipment  business — and  for  this  he  de- 
serves much  credit.  "It  wouldn't  have 
been  easy  for  him  to  get  out  of  it  anyway, 


because  the  company  has  always  made  a 
lot  on  the  financing  side  of  that  business 
even  when  equipment  sales  were  off," 
says  William  L.  Roberts  of  Piper,  Jaffrey 
&  Hopwood.  "In  any  case,  the  business 
was  in  no  shape  to  sell." 

And  a  good  thing,  too.  Because  along 
came  the  boom  in  farm  equipment  sales 
that  followed  the  Russian  grain  deal. 
That  provided  the  bulk  of  the  company's 
earnings  between  1974  and  1976.  Scott 
had  already  begun  to  pare  away  the  less 
successful  line  of  low-priced  farm  equip- 
ment. He  proceeded  to  bring  out  a  heavi- 
er high-horsepower  tractor,  the  kind  cus- 
tomers were  buying.  He  also  kept  the 
company  competitive  in  combines, 
where  it  ranks  number  three. 

When  the  farm  equipment  market  fell 
off  in  1976  Scott  was  ready.  He  had  used 
the  proceeds  of  that  business  to  strength- 
en the  area  he  calls  process  equipment, 
which  includes  everything  from  coal 
handling  equipment  to  wastewater  treat- 
ment facilities  to  hydroturbines.  It  is  ma- 
chinery to  process  solids,  liquids  and  gas- 
es. It  is  also  the  one  area  in  which  the 
company  has  been  able  to  establish  some 
dominant  market  positions.  For  exam- 
ple, it  ranks  number  one  worldwide  in 
hydroturbines;  it  is  neck  and  neck  with 
Ingersoll-Rand  for  the  number  one  spot 
in  custom-built  pumps  (it  used  to  be 
number  three)  and  it  is  number  one  in 
iron  ore  pelletizing  plants. 

Process  equipment  is  an  area  Scott  is 
emphasizing  for  the  future.  Last  year  it 
contributed  $670  million  or  38%  of  sales 
and  $60  million  or  45%  of  pretax  earn- 
ings. In  September  Scott  added  Ameri- 
can Air  Filter,  a  $275  million-a-year  com- 
pany that  makes  air  cleaning  systems. 
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Installing  the  world's  largest  bydrogenerating  turbine  at  Grand  Coulee 
Plumber  one  in  the  energy  field  everybody  liters  best. 


INCENTIVES 

INCENTIVES 

INCENTIVES 

INCENTIVES 

INCENTIVES 
INCENTIVES 

INCENTIVES 

INCENTIVES 
INCENTIVES 

First  of  all,  there  are  no 
state  or  municipal  income 
taxes  in  Connecticut.  More 
dollars  to  stay  in  your  pocket. 

We're  continuing  to  reduce 
sales  and  inventory  taxes, 
and  some  towns  offer 
property  tax  abatements  to 
new  firms. 

State-funded  training 
programs  can  deliver  skilled 
workers  to  your  company  at 
start-up  time.  And  we  provide 
direct  grants  to  those  who 
create  new  jobs  in  certain 
communities. 

The  list  goes  on  from 
there. 

To  find  out  more  about 
Connecticut's  locational 
advantages,  contact,  in 
confidence,  Commissioner 
Ed  Stockton,  Connecticut 
Department  of  Commerce, 
Suite  712,  210  Washington 
St.,  Hartford,  CT  06106. 
Or  call  203/566-5037. 

CONNECTICUT 

saves 


Since  1971  Allis'  sales,  earnings  and 
dividend  curves  have  been  rising  nicely. 
Last  year's  $6.18  earnings  per  share  on 
sales  of  $1.7  billion  represents  a  14% 
return  on  common  equity  which  is  a  far 
cry  from  the  negative  return  in  1968  and 
the  1.7%  return  in  1971. 

If  all  this  does  not  add  up  to  unbroken 
triumph,  it  is  certainly  a  far  cry  from 
what  Allis-Chalmers  was  when  Scott 
took  it  over — a  sitting  duck  for  liquida- 
tion. Had  the  takeover  boys  moved  in, 
the  company  would  almost  certainly 
have  been  broken  up  and,  instead  of 
8,000  jobs  being  lost,  many,  many  more 
might  have  been.  Under  the  circum- 
stances, it  may  sound  like  carping  to 
point  out  that  the  company's  earnings 
are  still  under  par.  "It  isn't  always  operat- 
ing earnings  that  are  rising,"  explains 
one  analyst.  "Take  the  first  quarter  of 
last  year,  for  example.  Operating  income 
was  down  18.9%  but  the  company  had 
an  extraordinary  gain  of  $5.2  million 
from  selling  part  of  its  electrical  products 
business  to  Siemens-Allis  and  also  bene- 
fited from  a  lower  tax  rate — 39.9%  in- 
stead of  51.5%  the  year  before.  Result:  an 
earnings-per-share  gain  of  9.9%.  Go  back 
to  1977.  The  company's  fourth  quarter 
tax  rate  was  26.8%  when  earnings  would 
otherwise  have  been  down.  In  1978  the 
fourth  quarter  rate  was  39.9% .  This  year 
the  company  is  off  to  a  good  start  no 
matter  what  happens  to  first-quarter  op- 
erating earnings.  It  has  already  booked  a 
$7.5  million  capital  gain." 

Scott's  response  to  this  criticism  is 
"We  do  have  to  report  extraordinary 
gains  and  losses  and  tax  credits.  Until  we 
get  the  company  the  way  we  want  it, 
we'll  have  more  of  those.  But  it's  fair 


criticism.  I'll  just  have  to  stand  it." 

There  is  no  question  about  his  bein 
able  to  withstand  such  criticism.  Th| 
stock,  which  performed  very  well  laS 
year,  now  sells  at  only  a  modest  discoun 
from  book  value,  hence  is  not  especialll 
attractive  for  takeover.  Besides,  Scol 
cheerfully  says:  "We  got  a  reputation  fc 
being  a  burrhead."  The  company  ha 
promising  positions  in  a  number  of  e> 
cellent  markets  and  a  reestablished  repu 
tation  for  quality  products.  With  Sie 
mens  as  an  ally  it  now  has  an  excellen 
chance  of  becoming  a  strong  competitc 
to  GE  and  Westinghouse  in  power-ger 
eration  equipment.  From  being  a  com 
pany  headed  for  the  corporate  graveyarc 
Allis-Chalmers  is  now  a  competitor  to  b 
reckoned  with. 

Although  he  is  now  63,  Scott  is  a| 
active  as  ever  and  shows  no  signs  c 
slowing  down.  Among  other  things  h 
regards  himself  as  Allis'  top  salesman 
jetting  around  the  world  and  all  over  th 
U.S.  in  the  company  plane.  In  Iran  t< 
discuss  the  formation  of  two  project 
there,  he  believes  he  was  the  last  Ameri 
can  to  see  the  Shah  prior  to  the  mon 
arch's  flight.  Through  the  stock  option 
Scott  now  owns  203,000  shares  and  i 
Allis'  largest  single  stockholder.  He  doe 
not  plan  on  retiring  at  63;  in  fact  h 
cannot.  As  a  condition  for  teaming  u] 
with  Allis-Chalmers,  the  wily  German 
who  run  Siemens  insisted  that  he  agrei 
to  stay  until  December  1982. 

One  analyst  who  has  followed  Allis 
Chalmers  for  years  has  this  to  say:  "Giv 
en  what  he  had  to  work  with,  he  ha: 
done  a  helluva  job."  Scott  puts  it  mon 
modestly:  "Once  you're  in  the  oceat 
you've  got  to  swim  "  ■ 
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Farrell  Lines. 
We're  routing  for  you. 

All  over  the  world. 


Since  Farrell  Lines  acquired 
American  Export  Lines  last  year, 
we've  not  only  added  24  fast,  modern 
ships  to  our  fleet,  we've  also  added 
most  of  the  world  to  our  trade  routes. 

Direct,  time-saving  routes.  To  the 
Mediterranean,  Middle  East,  Far  East, 
South  Asia,  North  Europe  and  the  UK. 
Joined  now  to  our  regular  service  to 


South,  West  and  East  Africa,  Austra- 
lia, New  Zealand  and  the  South 
Pacific  Islands. 

With  Minibridge  service  linking 
U.S.  West  and  Gulf  Coast  ports  to 
North  Europe/The  UK,  The  Mediter- 
ranean, South  and  East  Africa.  And 
regular  weekly  sailings  from  East 
Coast  ports. 


We  go  out  of  our  way  not  to  take  you 
out  of  yours— with  pinpoint  planning 
that  gets  your  shipment  from  point  A 
to  point  B,  almost  anywhere  in  the 
world,  in  the  swiftest,  straightest  line. 

Call  your  nearest  Farrell  Lines 
office.  Wherever  you're  shipping, 
whatever  you're  shipping,  we've  prob- 
ably got  the  route  that's  right  for  you. 


In  the  Tradition  of  Great  American  Seamanship. 


Fir  mil  Lines 


INCORPORATED 
One  Whitehall  Street,  New  York,  N  Y  10004    (212)  425-6300 


Calling  Ogden  Corf),  an  "operating  com- 
pany' was  one  thing,  actually  operating  it 
quite  another. 


The  transition 
from  hodgepodge 
to  "conglomerate9 


By  Howard  Rudnitsky 

ONCt  \  in  iih.i  roix.i  of  industrial 
and  consumer  operations,  New 
York-based  Ogden  Corp.  now 
looks  more  and  more  like  a  "conglomer- 
ate," which  is  a  dignified  name  for  a 
hodgepodge  that  makes  reliable  profits. 
Last  month  Ogden  Corp.,  on  near-record 
sales  of  $1.8  billion,  reported  its  ninth 
consecutive  record  year  in  earnings  per 
share:  $54  million,  or  $6.06  per  share 
($5.20  fully  diluted)  for  a  return  on  equity 
of  nearly  17%.  In  1979  Ogden 's  earnings 
could  be  close  to  $7  (over  $6  fully  diluted) 
a  share,  up  nearly  $1  from  record  1978, 
on  some  $2  billion  sales. 

The  transformation  of  Ogden  from  a 
collection  of  odds  and  ends  picked  up  by 
Wall  Street's  Allen  &  Co.  into  its  present 
shape  as  a  well-run  conglomerate  has 


taken  17  years.  Ralph  E.  Ablon,  62,  a 
thoughtful  Ohio  State  graduate,  has  run 
Ogden  in  its  bad  years  and  its  good  years. 
What's  the  most  important  thing  Ablon 
learned  in  the  process-  "You  have  to 
distinguish  between  the  growth  game 
and  the  end  game,"  he  said  recently.  "It's 
the  cost-effective  people  who  win  the 
end  game,  because  growth  itself  is  a  cy- 
cle. Look  at  digital  watches,  handheld 
calculators.  The  survivors  are  the  ones 
who  were  efficient." 

Or  look  at  shipbuilding,  generally  a 
disaster  area  these  days.  Ogden 's  Avon- 
dale  yards,  nonunion  and  widely  regard- 
ed as  the  most  efficient  in  the  country, 
had  their  best  year  last  year.  The  back- 
log— primarily  non-defense — is  now  over 
SI  billion,  more  than  double  1977's; 
most  other  yards  are  either  starving  tor 
new  business  or  choking  on  old,  fixed- 


price  Navy  contracts  (see  box,  />  1 59/ 

But  why  did  it  take  so  long  to  bnn 
this  about-  In  part  perhaps  because  Al 
Ion  was  an  unlikely  choice  for  running 
major  company.  He  came  to  Ogden  i 
1955  as  president  of  Luria  Brothers, 
scrap  metal  company  he  joined  after  h 
married  the  daughter  of  one  of  its  owr 
ers.  Otherwise  he  might  have  wound  ii 
as  a  teacher  instead  of  a  leader-by-doirJ 
in  the  world  of  business.  Those  were  thj 
days  when  Allen  &  Co.  (still  Ogden 
largest  shareholder  with  |ust  under  16^ 
of  its  S'/i  million  shares)  was  puttin 
Ogden  together  as  a  holding  compan 
with  a  sexy  story  to  tell.  Among  its  hole 
ings  were  Syntex  Corp.,  Teleregisw 
Corp.  and  Commercial  Filters  Corp.,  ha 
numbers  all,  which  were  spun  off  frorj 
time  to  time  by  Ogden. 

Welding  Ogden  into  an  operating  ent 
ty  was  something  else.  By  1962  Alle 
had  decided  Ablon  was  the  man  to  do  n 
Ablon  is  not  your  typical  blunt-talkin 
industrial  manager.  He  has  a  penchan 
for  quoting  Shakespeare  while  puffin 
professorially  on  his  pipe.  His  concept!] 
alizing  sometimes  makes  him  descnb 
Ogden  as  if  it  were  an  artistic  or  intellec 
tual  creation  rather  than  a  conglomerat 
that  sells  spaghetti  sauce,  services  vend 
ing  machines  and  deals  in  scrap  metals 
Listen  to  his  description  of  how  he  firs 
approached  the  task  of  running  Charh 
Allen's  grab  bag: 

"I  wanted  the  answers  to  two  ques 
tioris:  What  kind  of  a  world  are  we  goin 
to  be  living  in  for  the  next  decade  or  so 
and  what  kind  of  company  do  we  need  t< 
be?  You  know,  evolutionary  adaptatioi 
is  just  as  important  for  a  company  as  it  i 
for  organisms.  Take  that  list  of  the  10( 
leading  companies  in  1917  you  publishc 
in  Forbes  in  1967.  Most  of  tbem  wer 
gone.  I  don't  want  Ogden  to  be  gone 
even  after  I'm  gone." 

So  what  kind  of  a  company  would  Og 
den  be?  His  analysis  back  in  1962,  Abloi 
recently  recalled,  was  that  "mass  con 
sumption"  was  the  name  of  the  game  n 
the  U.S.  But  productivity  wasn't  likely  tc 
increase  much,  while  government  in 
volvement  could  only  increase.  Ablon' 
decision:  to  make  Odgen  an  operatin 
multimarket  company  to  have  "the  tlexi 
bility  to  withstand  unexpected  shocks.' 

In  fact,  Ogden  was  not  an  operating 
company  nor  could  it  anticipate  shocks 
That  was  especially  true  at  Avondak 
where  the  corporate  heirs  of  tounde 
lames  Bull  were  freewheeling  entrepre- 
neurial types  "who  couldn't  have  caret 
less  about  planning  or  operations  man 
uals.  Frankly,  they  felt  there  was  no  plact 
tor  brains  in  the  shipyard."  Ablon  tough 
a  running  internecine  battle  with  then 
tor  nearly  a  decade,  until  Ogden's  boart 
finally  won  out  in  late  1971  over  somt 
irregularities  in  the  order  books. 

But  not  before  a  good  deal  of  damage 
had  been  done.  In  the  late  1960s  Avon 


Ogden  ChairmUn  Ralph  fi  Ah/on 

He  learned  to  distinguish  between  the  growth  game  and  the  end  game. 
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:e.The  kit  that  has  shown  hundreds  of  companies 
new  ways  to  control  travel  time  and  costs. 


Chances  are,  last  year  you 
avelled  less  but  spent  more.  It's 
a  simple  fact:  business  travel  costs 
are  getting  out  of  hand. 

But  help  is  just  around  the 
corner. 

It's  the  Beechcraft  Business 
Flying  Kit.  And  it's  already  helped 
hundreds  of  successful  compa- 
nies find  new  ways  to  put  a  lid 
on  the  skyrocketing  cost  of  busi- 
ness travel. 

This  straight-forward  and 
easy-to-read  kit  is  designed  to  do 
one  thing.  Help  you,  step-by-step, 
realistically  evaluate  whether  a 
company  airplane  can  help  solve 
your  travel  problems. 

Inside  the  kit,  you'll  find  up- 
front answers  to  the  real  questions 
you  have  about  owning  a  company 


Beechcraft  Bonanza  shown  here, 
to  reduce  their  travel  costs— while 
doing  more  business  in  more 
places. 

Get  some  help  with  the  vex- 
ing problems  of  business  travel. 

Send  for  the  Beechcraft  Busi- 
ness Flying  Kit  today. 


airplane.  How  do  you  determine 
the  need  for  one?  Will  it  be  a  good 
investment?  Who  will  fly  it? 

And  this  year,  the  kit  has 
been  up-dated  and  expanded  with 
new  information  that  makes  ob- 
jectively evaluating  a  company 
airplane  even  easier. 

You'll  also  get  a  look  at  dozens 
of  creative  ways  many  companies 
use  business  airplanes,  like  the 


Write  on  your  company 
letterhead  to:  Beech  Aircraft 
Corporation,  Dept.  K,  Wichita, 
Kansas  67201.  Ask  for  our 
free  Business  Flying  Kit,  and 
please  mention  if  you're  a  pi- 
lot. If  you'd  rather  call,  make 
it  collect  and  ask  for 
Dick  Schowalter,  Jr. 
316-681-7072. 

Member  General  Aviation  _ 
Manufacturers  Association 


The  Beechcraft  Bonanza.  A  4  to  5  seat  airplane  that  can  whisk  you  in  style  and  comfort 
to  almost  anywhere  you  could  ever  want  to  go.  All  at  speeds  over 200  mph. 


any  friends  who  want  to  learn  to  fly?  Tell  them  about  the  General  Aviation  Manufacturers  Association  "fakeOff  Sweepstakes.  They  could  win  a 
$50,000  airplane  just  for  earning  their  private  pilot  license.  Have  them  call  TOLL  FREE,  24  hours  a  day,  any  day  and  ask  for  the  BEECH  "TAKEOFF" 
operator:  USA  800-447-4700  (in  Illinois,  800-322-4400);  Canada  800-261-6362  (Toronto,  445-2231). 


14  tiny  magnets 
help  this  father  say 
"Hi"to  his  son. 

A         In  1975,  Gregory  And  from  GE  technology  came 
PROGRESS  Piekarz  was  in  an  auto  the  way  to  hold  those  devices  to- 
REPORT    accident  that  crushed  gethen  14  tiny  magnets  made  of 
FROM      hisupperjaw.Hisface  cobalt-samarium,  the  world's  most 
GENERAL  was  unrecognizable,  powerful  magnets  for  their  size. 
ELECTRIC   There  was  doubt  that  General  Electric  is  deeply  in- 
he  would  ever  talk,  ever  smile  again,  volved  in  many  different  tech- 
Gregory's  problem  was  turned  nologies.  Most  of  them  are  at  work 
over  to  plastic  surgeons,  a  dentist  solving  problems  that  affect  us  all  — 
and  a  team  of  unique  experts  from  in  medicine, transportation,  pollution 
the  General  Electric  Research  and  control,  energy.  But  if  GE  technology 
Development  Center.  can  be  used  to  benefit  just  one 
Facial  bones  were  reconstruct-  person,  as  in  Gregory's  case,  that's 
ed  to  match  his  original  appear-  progress  for  people,  too. 
ance.  Three  special  devices  were 

designed  and  built  to  replace  his  Progress  for  People 

upper  jaw  and  palate  GENERAL  HI  ELECTRIC 


The 

document  master. 

Burroughs  newest  document  processing  system 
dramatically  reduces  the  cost  of  handling  checks  and 

remittance  documents. 
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If  you're  handling  a  large  volume  of  checks  and 
remittance  documents,  you  know  what  it  costs. 

Burroughs  S  3000  distributed  document  processor 
can  significantly  cut  this  cost.  By  reducing 
document  handling.  By  eliminating  reject  reruns.  By 
faster  document  processing. 

The  S  3000  is  a  low-cost,  compact  system.  It  can 
read,  verify,  encode,  endorse,  sort,  list,  proof  and 
microfilm  both  MICR  and  OCR  checks  and  other 
documents.  All  in  a  single  pass  through  the  system. 

Unreadable  documents  can  be  corrected  in-line 


during  the  pass,  eliminating  reruns. 

Data  is  captured  on  either  cassettes  or  mini-disks 
for  transmission  to  a  central  computer,  avoiding 
further  document  processing. 

The  S  3000  is  a  modular  system  available  with  4  to 
36  pockets.  That's  up  to  80  percent  more  pockets 
than  currently  available  on  any  other  system. 

And  remember,  when  you  buy  a  Burroughs 
system,  you  get  more  than  just  equipment. 
You  get  the  bonus  of  dealing  with  a  total  capability 
company  with  90  years  experience.  And  the  security 
of  knowing  the  whole  Burroughs  organization  is 
behind  you. 

We  call  it  "Total  System  Support."  Hardware, 
system  software,  proven  application  programs, 
customer  training,  system  maintenance  —  even 
the  business  forms  and  supplies  you  need. 

For  additional  information,  call  your  local 
Burroughs  office  or  write  Burroughs  Corporation, 
Dept.  FRB-6,  Burroughs  Place,  Detroit,  Michigan  48232. 


le  had  plunged  into  a  big  physical  ex- 
insion  at  the  same  time  it  was  grabbing 
contracts  that  later  came  in  at  a 
ss — like  a  $5  million  jolt  on  a  steam- 
Lip  contract  in  1969.  That  year,  for  the 
St  time  since  Ablon  took  over,  Ogden's 
rmngs  fell  sharply.  Also,  Avondale  was 
agging  a  Navy  claim  through  the 
>urts,  which  was  finally  settled — at  no 
ss,  Ablon  claims — in  1972. 
Out  of  such  painful  experiences  Ablon 
veloped  the  concept  of  "admissible 
sk  threshold."  The  last  question  he 
,ks  about  an  acquisition  or  a  contract, 
b  says,  is  "how  much  will  this  cost  us  if 
)erything  goes  wrong?" 


As  the  reader  can  see  Ablon  had  to 
learn  the  hard  way;  a  good  many  busi- 
nessmen would  have  known  from  expe- 
rience that  you  must  have  firm  control  of 
your  subordinates.  But  Ablon  did  learn 
and  his  learning  stood  Ogden  in  good 
stead  three  years  ago  on  a  big  contract  for 
Avondale  to  build,  and  Ogden  Marine  to 
operate,  a  fleet  of  LNG  tankers  for  Iran. 
The  risk  threshold:  $400  million.  Ablon 
said  no.  "Now,  there  was  no  way  I  could 
have  known  anything  was  going  to  go 
wrong  in  Iran,"  he  says.  "It  was  just  that 
the  threshold  was  too  high." 

Recently,  'Ablon  walked  through  the 
plants  of  Progresso  Foods,  chatting  with 


managers  and  workers,  before  deciding 
to  acquire  it  for  $35  million  from  Imasco 
Foods  to  aid  his  ailing  Tillie  Lewis  toma- 
to operations.  "I  wanted  to  find  out 
about  two  things,"  he  says,  "their  atti- 
tude and  their  quality  control." 

Ablon  is  sensitive  about  Allen  &.  Co.'s 
continued  involvement  in  the  company 
Charlie  Allen  originally  put  together  and 
Ablon  has  carefully  rationalized.  He 
would  resent  any  notion  that  Allen  & 
Co.  is  a  factor  in  the  running  of  the 
business.  At  the  same  time  it's  clear  that 
a  good  deal  of  financial  sophistication 
has  been  available.  For  example,  since 
1972  Ogden  has  bought  back  more  than 


Shipshape  shipyard 

Order  books  at  many  U.S.  shipyards 
are  meanly  lean  these  days,  but  at  the 
Avondale  Shipyards,  Inc.  subsidiary  of 
Ogden  Corp.,  in  the  shadow  of  the 
Huey  Long  Bridge  over  the  Mississip- 
pi in  New  Orleans,  the  backlog  has 
never  been  fatter.  It  recently  passed 
the  SI  billion  mark,  with  enough  or- 
ders for  containerships,  tankers,  light- 
en c  d  -  a  b  oa  rd  ships  and  catamaran- 
type  tugboats  to  provide  three  and  a 
half  years  of  work. 

Avondale  is  busy  for  good  reason. 
Though  only  the  fourth  largest  U.S. 
yard,  behind  Newport  News,  Ingalls 
Shipbuilding  and  General  Dynamics, 
it  is  widely  judged  to  be  the  most 
efficient  and  highly  automated  ship- 
yard in  the  country.  Avondale  ac- 
counted for  24.9%  of  Ogden's  sales 
last  year,  44.8%  of  its  operating  in- 
come. "I'd  say  we  stack  up  well 
against  some  of  the  most  efficient 
Japanese  yards,"  says  Albert  L.  Bos- 
sier )r.,  46,  Avondale's  president. 
Computer  assistance  in  design  and  in 
cutting  steel  shapes  and  parts  has 
become  routine,  unhindered  by  archa- 
ic work  rules.  "We  have  the  most 
sophisticated  cost  control  program  of 
any  yard,  and  we  maintain  hard  driv- 
ing work-order  schedules,"  boasts 
Bossier,  who  has  degrees  in  electrical 
engineering  and  law.  "Everyone 
around  here  works  hard  or  he  doesn't 
work."  Unions  such  as  the  Teamsters 
and  the  Boilermakers  have  tried  to 
organize  Avondale  in  recent  years, 
without  success.  Avondale's  9,400 
employees  get  top  dollar,  job  for  job  in 
the  area,  have  year-round  work  and 
overtime. 

The  same  can't  be  said  about  the 
Ingalls  subsidiary  of  Litton  Industries, 
Inc.,  90  miles  away  in  Pascagoula, 
Miss.  Ingalls  is  unionized  and  has  had 
trouble  with  Navy  work,  the  chief  fac- 
tor in  its  $173  million  loss  last  year. 
"We  don't  take  any  Navy  contracts," 
says  Bossier,  "unless  they're  fully 
'cost-escalated.'  "  — H.R. 


:\ion(U(lv  at  ifork  autonuttioii.  yes,  and 
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In  this  world  of 
ordinary  places 
there  are  still 
extraordinary  place 


Grand  Cayman.  Cayman  Brae. 
Little  Cayman. 

For  those  who  wish  to  relax,  lb 
enjoy  simple  pleasures  among  gra- 
cious people,  In  one  of  the  few  British 
Crown  Colonies  in  the  Caribbean. 

Uncrowded  beaches.  Opalescent 
waters.  Tennis.  Fishing.  An  incredible 
undersea  world  for  divers. 

Comfortable  hotels.  Beach  cot- 
tages. Clubs.  Some  very  luxurious 


villas.  A  delightful  variety  of  places 
to  dine. 

An  hour's  flying  time  from  Miami. 

Good  travel  agents  know  about 
the  Caymans.  Or  call  Miami  at 
305-444-6551. 


CAYMAN  nr'  ISLANDS 

250  Catalonia  Avenue,  Coral  Gables,  FL  33134 


THE  DATA  UTILITY 


Interactive  Data  Corporation  is  an  international 
timesharing  network  offering  access  to  the 
largest  computerized  data  base  of  economic 
and  financial  information. 

We  provide  data  and  analysis  tools  to 
executives  involved  in  corporate  planning  and 
investment  analysis. 


Interactive  Data  Corporation 

486  Totten  Pond  Road 
Waltham,  MA  02154 
617  8901234 


3  million  shares  of  its  own  stock,  near 
half  of  it  in  1977-78.  "When  we  starte 
it  wasn't  that  respectable,"  laughs  Ablo: 
"But  since  IBM's  heen  doing  it,  it's  no 
okay.  We  just  felt  the  logic  was  ove 
whelming  when  you  consider  the  priq 
you  have  to  pay  for  most  acquisitions 
And  the  price  was  right;  when  Ogde 
stopped  being  a  glamour-growth  con 
pany  and  ran  into  trouble  in  the  lai 
1960s,  its  stock  dropped  from  well  abov 
book  value  to  well  below — though  eanj 
ings,  dividends  and  net  worth  have  rise! 
steadily.  At  its  recent  30,  it  is  still  nearl 
25%  below  book  value. 

Ogden's  generous  use  of  debt,  too,  ma 


The  last  question  Ablon  ask 
about  an  acquisition  or  a  con 
tract,  he  says,  is  "how  mucl 
will  this  cost  us  if  everythinj 
goes  wrong."  He  calls  it  "ad 
missible  threshold  risk." 


reflect  some  Allen  &  Co.  advice.  Com 
pared  with  its  $350  million  equity  base 
its  $360  million  in  long-term  debt  look 
high,  but  over  half  of  that  is  tied  to  shi] 
charters  (to  the  likes  of  Gulf  and  Exxon 
that  are  amortized  fairly  rapidly.  Las 
March  Ablon  sold  off  three  tankers,  en| 
abling  him  to  reduce  Ogden's  debt  by  th< 
yen  equivalent  of  $43  million  and  U 
sharply  reduce  the  risk  from  fluctuating 
foreign  exchange  rates  on  Ogden  Mai 
rine's  foreign  shipping  fleet. 

Or  take  the  Progresso  acquisition, 
deal  Ablon  first  looked  at  a  decade  ago 
The  $35  million  price  tag  is  virtually 
unchanged  since  then,  but  at  that  tim< 
half  was  goodwill.  Now  the  price  in 
eludes  over  $30  million  in  tangible  as 
sets,  only  about  $2  million  in  goodwill. 

Despite  its  burgeoning  backlog,  Avon 
dale's  operating  profit  may  be  off  abou 
10%  this  year  from  1978's  record  $5<? 
million,  when  the  yard  wound  up  a  high 
ly  profitable  six-ship  tanker  contract.  Bu 
shipping  and  stevedoring  will  be  up,  Ab 
Ion  says,  so  transportation  will  show  ex 
cellent  earnings  anyway.  The  ailing  fooc 
products  division  (mainly  tomatoes 
should  improve  this  year,  Ablon  believes 
and  with  Progresso  in  the  fold,  break 
even  in  1980.  The  revitalized  metals 
business,  including  Ablon's  old  com 
pany,  Luria,  is  booming.  Other  Ogden- 
acquired  specialty  metal  operations  like 
Ortnef  Freight  Car  Co.  and  Mayville 
Metal  Products  have  record  backlogs. 

Ablon  has  a  favorite  quote  from  Shake 
speare:  "Lilies  that  fester  smell  far  worse 
than  weeds" — his  way  of  saying  that 
companies  from  which  a  lot  was  expect- 
ed often  turn  out  worse  than  those  from 
which  little  was  expected.  Put  it  this 
way:  Ogden  started  out  a  weed,  but  slow- 
ly Ablon  has  made  it,  if  not  a  lily,  a  nice, 
hardy  field  daisy.  ■ 
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Can  coal  be  cleaned 
before  it's  burned? 

\fes...inside  and  out! 


Washing  coal  with  ordinary  water 
is  nothing  new. 

But  now  -  after  thorough  pilot  test- 
ing-we  are  pioneering  a  much  bet- 
ter and  a  more  economical  way  to 
wash  coal. 

And  clean  it  deeply,  too. 

The  process  is  quite  simple: 

Raw  coal  is  crushed,  exposing 
more  of  its  natural  inner  impurities. 

The  crushed  coal  is  passed 


through  a  bath  of  heavy  liquid.  The 
lighter  "cleaned"  coal  floats  to  the 
top  and  the  heavier  impurities  sink 
to  the  bottom. 

Test  results  have  been  so  promis- 
ing we  are  building  a  demonstration 
plant  to  process  125  tons  an  hour  of 
tenaciously  dirty  coal. 

Our  objective  is  coal  not  angel- 
clean,  but  deep  cleaned.  Cleaner, 
certainly,  than  it  could  be  with 


present  washing  methods. 

And  it  will  burn  better  as  well  as 
cleaner. 

We  expect  this  pioneering  to  make 
abundant  Eastern  high-sulfur  coal 
more  usable  from  an  environmental 
standpoint.  And  more  efficient  from 
an  operational  standpoint. 

Cleaner  coal.  It  will  help  make  the 
America  we  see  ahead  a  better 
America. 


American  Electric  Power 

we  see  a  busier,  better  America 


Serving  in  Ohio,  Indiana,  Michigan,  Virginia,  West  Virginia,  Kentucky,  Tennessee. 


Jim  Waters,  founder  of  Waters  Associates,  ad- 
mits he  might  have  destroyed  his  company — if 
he  hadn 't  recognized  his  own  limitations. 


Knowing  when 
to  bow  out 


The  Up-And-Comers 


Waters  Associates  Chairman  Jim  Waters  (left)  and  President  Frank  Zone 

"In  any  of  our  technologies,  you  can  probably  find  one  competitor  who's  better.' 


From  deep  within  a  forest  of  maples 
on  the  outskirts  of  Milford,  Mass. 
about  an  hour's  drive  from  Boston, 
little  $57  million  (sales)  Waters  Asso- 
ciates does  battle  with  some  of  the 
toughest  competition  any  high-technolo- 
gy company  could  imagine:  Hewlett- 
Packard,  Perkin-Elmer,  Varian  Asso- 
ciates, Beckman  Instruments  and  E.I.  Du 
Pont.  Its  defenses  appear  trivial.  The 
company  has  comparatively  little  propri- 
etary technology  and  hence  minimal  pat- 
ent protection  for  its  product  line.  Re- 
peatedly, Waters  Associates  has  had 
trouble  keeping  up  with  the  technologi- 
cal advances  of  its  far  larger  rivals. 

Waters  is  totally  realistic  about  its  sit- 
uation. "We'll  never  have  the  chemistry 
technology  of  Du  Pont,"  says  President 
and  Chief  Executive  Frank  Zenie,  44. 
"Hewlett-Packard?  We'll  never  have  the 
electronics  capability  that  they  do.  And 
Perkin-Elmer  has  optical  technology  we 


don't  have.  In  fact  in  any  of  the  technol- 
ogies we  use — mechanics,  electronics, 
optics,  and  chemistry — you  can  probably 
find  one  of  our  competitors  who's  better 
than  we  are." 

But  don't  worry  about  Waters  Asso- 
ciates. Over  the  past  five  years  Waters 
has  averaged  27%  return  on  equity  (with 
no  long-term  debt  at  all  until  1977),  and 
35%  a  year  per-share  earnings  growth — 
quite  a  bit  better  than  any  of  its  competi- 
tors. Waters  today  is  the  IBM  of  liquid 
chromatography,  a  process  for  breaking 
down  complex  chemical  compounds  into 
their  individual  components  for  analysis 
or  purification  that  was  first  developed 
by  a  Russian  scientist  around  1900.  It's 
not  a  huge  market — the  world  LC  mar- 
ket is  somewhere  between  SI 00  million 
and  $125  million  at  the  moment — but 
Waters  has  nearly  50%  of  it,  vs.  less  than 
10%  each  for  Varian,  Du  Pont,  Spectra- 
Physics,   Perkin-Elmer,   Beckman  and 


Hewlett-Packard.  If  that  sounds  like  ar 
arcane  little  niche,  not  worth  a  ma|o: 
effort  by  a  large  corporation,  considej 
this:  The  only  larger  market  segment  ir 
the  highly  specialized  $1.5  billion  work 
analytical  instrument  industry  is  gai 
chromatography,  a  $200  million  business 
that's  been  growing  15%  a  year.  Liquic 
chromatography,  with  a  far  wider  range 
of  entirely  different  applications,  is  al- 
most as  big  and  growing  nearly  two  tc 
three  times  as  rapidly. 

How  then  is  little  Waters  able  to  avoid 
getting  trampled  by  this  herd  of  unusual 
ly  talented  elephants?  One  reason  is  the 
rapidly  escalating  cost  of  entry.  Big  a3 
they  look  in  corporate  sales  volume, 
none  of  Waters'  competitors  is  even  one- 
fifth  its  size  in  liquid  chromatography. 
So  to  match  Waters'  $4  million  LC  re\ 
search  and  development  budget  (7%  o( 
sales),  competitors  would  have  to  spend  a 
prohibitive  35%  to  40%  of  their  LC  salea 
on  research. 

A  closely  related  Waters  advantage  is 
the  fact  that  liquid  chromatography 
draws  on  many  different  technologies., 
So  while  a  competitor  like  Hewlett- 
Packard  may  have  superior  electronics 
knowhow,  it  is  not  likely  to  be  able  to 
match  Waters  in  chemistry,  optics  and 
mechanics  as  well.  "There's  never  been  a 
time  when  we  were  ahead  in  everything,' 
says  founder-Chairman  )im  Waters,  53. 

Oddly,  for  a  time  Jim  Waters  got  ahead 
of  himself  in  "everything."  The  multi- 
plicity of  opportunities  for  further  re- 
search led  him  to  shotgun  the  company's 
energies  in  a  way  that  nearly  destroyed 
it.  That  led  to  "the  retrenchment  of  the 
Seventies,"  as  Zenie  and  Waters  now! 
refer  to  it — three  years  of  level  businessi 
that  ended  in  1972.  It  was  also  the  first  ofl 
a  series  of  showdowns  between  Waters 
and  Zenie,  a  hard-nosed  electrical  engi- 
neer from  M.I.T  who  had  just  left  his  job 
as  manufacturing  manager  at  nearby 
Foxboro  Co.  to  join  Waters  as  vice  presi- 
dent-manufacturing in  1969. 

Zenie  explains:  "It's  a  constant  les- 
son— in  a  business  with  any  kind  of  op- 
portunities ahead  of  it  you  discover  there 
are  many  more  good  opportunities  than 
you  have  the  resources  to  work  with.  If 
you  don't  introduce  a  level  of  discipline, 
you'll  start  more  than  you  have  the  abili- 
ty to  finish.  You  see,  every  entrepreneur- 
ial company  believes  it  can  do  anything. 
All  you  have  to  do  is  work  a  little  bit 
harder,  and  you  can  beat  the  world.  But 
then  you  carry  yourself  beyond  your  abil- 
ity and  you  discover  that  all  you  can  do  is 
start  things." 

"At  first  it  works,"  Waters  breaks  in, 
eyes  sparkling.  "You  do  work  a  little  bit 
harder  and  you  do  get  those  one  or  two 
more  products  out  that  you're  trying  for. 
But  when  you  get  to  1 50  employees  or  so, 
and  you're  trying  to  get  four  products 
out,  you  suddenly  discover  that  nothing 
happens.  It's  very  frustrating." 
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HOW 
A  WINNER 


IThe  first  thing  a 
winner  does  is  go  to 
^^the  #1  car  rental 
company.  Because 
winners  just  naturally  go 
with  winners.The  Presidents 
of  over  80%  ■  ■  — 


membership  offers  the 
world's  fastest  way  to  rent 
a  car. 

You  can  fill  out  an 
application  at  any  Hertz 
counter.  From  then  on 


sign  and  g 

3. 


your  card,  your  license, 
sign  and  go. 

A  winner  returns 
his  Ford  or 
other  fine  car  as 
quickly  and  easily 
as  he  rented  it.  By  using 
v    Hertz  Express  Car  Return. 
If  you're  a  charge  custo- 
mer, you  just  jot  down  the 
gas  level  and  mileage  and 
drop  your  rental  agreement 
in  the  Express  Return  box. 
We  compute  your  statement 
and  get  it  in  the  mail 
to  you  the  same  day. 


500  companies  in 
America  carry  Hertz 
cards. 

But  you  don't 
have  to  be  the 
President  of  a 
company  to  rent 
from  Hertz.  All 
you  have  to  be 
is  in  a  hurry. 

2 The  second 
thing  a  winner 
a  does  is  join  the 
▼Hertz  #1  Clubf 
Because  people  at  the  top 
and  people  in  a  hurry  to  get 
there  don't  have  time  to 
waste.  And  #1  Club 


all  the  information  we 
need  about  you  is  kept 
on  file.  So  your 
rental  agreement 
is  filled  out,  ready 
and  waiting  the  next 
time  you  arrive  at 
our  counter. 
Unlike  the 
'speedy  service" 
offered  by  other  rent-a-car 
companies,  there's  no 
waiting  for  a  computer 
to  poke  out  all  the  HSfbZ 
details.  You  just  show 


Express 
Return 


Are  you  a  winner?  Then 
why  not  travel  like  one? 
Come  to  Hertz  in  the  first 
place.  Join  the  Hertz  #1 
Club.  And  take  advantage 
of  Hertz  Express  Car  Return. 
You'll  find  yourself  moving 
®in,  out,  around  and 
through  airports  with 
the  speed  of  a  pro. 
Like  O.J.  Simpson. 


WHERE  WINNERS  RENT. 


9  REG  US  PAT  OFF   c  HER!  Z  SYSTEM  INC  197<) 


HERTZ  RENTS  FORDS  AND  OTHER  FINE  CARS 


Having  gotten  itself  into  the  position 
Zenie  describes,  paying  for  it  in  flat  earn- 
ings, Waters  had  to  go  through  a  blood- 
bath to  get  itself  out  of  the  impasse.  In 
six  months  or  so  Waters  Associates 
shrank  from  156  employees  to  111.  "A 
traumatic  experience,"  says  Waters. 

It  is,  of  course,  a  great  tribute  to  Wa- 
ters that  he  hired  someone  strong 
enough  to  challenge  his  own  authority 
when  that  was  called  for,  and  then — 
more  significant — to  heed  that  challenge. 
It  wasn't  easy.  Here  was  a  company  he'd 
started  in  1958  in  the  basement  of  a 
police  station  in  Framingham,  Mass.  to 
make  "process  control  instruments." 
Only  reluctantly  as  the  company  began 
to  grow  had  he  let  in  venture  capital 
stockholders  (starting  with  New  York's 
Payson  &  Trask  in  1962)  and  hired  cor- 
porate officers.  "I  had  trouble  giving  up 
control,"  Waters  admits. 

"Frank  Zenie  came  with  us  because 
the  former  vice  president  of  manufactur- 
ing didn't  do  a  good  job,"  Waters  ex- 
plains. "I'm  not  sure  I  was  ready  to  pick 
somebody  who  was  really  good  because, 
if  I  did,  then  I  clearly  had  to  give  up  some 
responsibility  and  control." 

But  share  control  he  did.  "We  made 
the  tough  decision  in  1971  that  we  had 
the  resources  to  do  one  thing  very  well," 
says  Zenie.  "We  decided  that  the  critical 
thing  in  the  system — this  product  that 
was  really  a  bunch  of  things  made  for 


other  purposes — was  a  high-pressure 
pumping  system.  It  was  clear  that  no  one 
was  going  to  make  us  a  pump  that  was 
right  for  liquid  chromatography  unless 
we  did  it  ourselves." 

That  was  the  first  step  on  the  road  to  a 
truly  proprietary  product. 

But  there  were  other,  even  mor,e  seri- 
ous growing  pains  to  cope  with  at  the 
same  time.  Zenie  explains:  "The  early 
gel  permeation  chromatograph  was  a  hot 
idea,  so  we  quickly  saturated  the  people 
who  had  a  very  immediate,  obvious  need 
for  that  product.  We  were  creaming  the 
market — a  classic  problem  for  entrepre- 
neurial companies.  The  basic  market 
didn't  collapse,  but  the  cream  was  run- 
ning out  at  the  time  of  an  economic 
downturn." 

Again,  friends  stepped  forward  to  lend 
a  helping  hand.  A  Waters  director,  W. 
Hardie  Shepard,  of  venture  capitalists 
Payson  &  Trask,  engineered  an  invest- 
ment from  fast-growing  fine  filter  pro- 
ducer Millipore  to  provide  needed  capital 
(Waters  had  a  negative  cash  flow)  and 
more  urgently  needed  marketing  advice. 
"I  remember  the  first  thing  D'Arbeloff 
(president  of  Millipore)  and  John  Bush 
(Milhpore's  chairman)  said  to  us,"  says 
Waters.  "They  said,  'You're  the  leader  in 
your  business,  and  you're  a  good  com- 
pany. There's  no  reason  you  can't  make 
10%  after  taxes  on  sales.'  And  both 
Frank  and  I  said,  'But  instrument  compa- 


nies don't  make  that!  If  we  made  5 
aftertax  we'd  be  heroes!'  And  they 
plied,  'No,  you'd  be  doing  a  lousy  job!' 

Within  two  and  a  half  years  Wate 
Associates  was  up  to  1 1.3%  on  sales. 

It  was  easy  for  a  (then)  privately  he 
entrepreneurial  company  to  forget  aboi 
profits,  Zenie  explains.  "We  were  inveg 
ing  everything  we  had  into  the  busmes 
Profits  were  something  that  would  com 
later.  The  problem  with  that  is  if  you  a 
successful  and  start  to  grow  very  rapid 
you  can't  self-finance  it." 

While  this  was  going  on,  Millipoi 
showed  Waters  Associates  how  to  ma 
ket  their  liquid  chromatograph  equi] 
ment.  Waters  couldn't  hope  to  win  ft 
playing  the  Perkin-Elmer  or  Vanan  garr  Jisir- 
when  it  had  6  salesmen  to  their  50  or  <: 
and  no  fat  equipment  catalog.  So  sera 
the  part-time  manufacturers'  represent; 
tives  whose  knowledge  of  LC  technolog 
was  limited,  to  say  the  least.  Make  con 
tact  with  customers  through  heavy  d 
rect  mail  and  then  follow  up  with  highl|tw 
trained  specialists  who  did  know  L 
technology. 
Today  a  Waters  salesman  arrives  on 


prospect's  doorstep  with  a  complet  u< 


$30,000  LC  unit  in  the  trunk  of  his  caj 
His  approach  is  application-oriented,  nc 
product-oriented.  At  the  first  mention  <j 
a  customer  problem  that  is  within  rang 
of  LC  technology,  he'll  dash  out  to  hi 
car,  wheel  in  the  LC  unit  and  try  to  solv 
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Frank  B.  Hall  &  Co.  An  Internationa  It 


These  worldly  clients  and  many  more 
consider  Frank  B.  Hall  the  encyclopedia  of 
insurance  brokerage.  5000  professionals  in 
150  locations  make  our  international  net- 
work the  definitive  source  of  protection  for 
corporate  human  and  financial  resources. 
Contact  us  and  discover  why,  since  1862, 
Frank  B.  Hall  &  Co.  has  become  an  Inter- 
national Best  Seller. 


ley 


gratis.  "It's  not  a  canned  demo,"  says 
;nie.   "It's  a  personal  commitment 
jm  the  salesman  to  the  customer  that 
s  Wat  '11  help  make  him  successful  in  the  use 

our  product." 
teH  Building  on  that,  Waters  has  developed 
variety  of  ways  that  enable  customers 
approach  liquid  chromatographs  more 
f  ecisely,  so  as  to  get  more  reliable  re- 
Jldco!  Its.  "We've  broadened  our  product  line 
include  special  devices  for  preparation 
samples  prior  to  use  of  LC,"  says 
mie,  "to  get  rid  of  the  things  that  inter- 
re  with  the  analysis." 
[These  are  paths  that  Waters'  equip- 
ent-oriented  competitors  have  yet  to 
i  down  as  heavily.  "Other  analytical 
t  struments  are  not  as  chemically  depen- 
:nt — not  even  gas  chromatography," 
ys  Zenie,  "which  is  why  our  competi- 
trs  don't  think  this  way." 
Always  Zenie  tries  to  be  a  moving 
rget.  About  three  years  ago,  for  exam- 
e,  with  far  larger  competitors  acquiring 
eir  way  into  the  business  on  all  sides, 
aters  Associates  spotted  another  mar- 
it  for  liquid  chromatographs  and  went 
ter  it  even  though  that  meant  slacken- 
|.g  the  pace  in  the  main  LC  markets.  If 
bi  jZs  separate  chemicals  without  destroy- 
i  :  j.g  them,  Waters  people  reasoned,  then 
definition  they  purify  also.  So  why 
nraij)t  make  far  larger  LCs  that  purify  only? 
"Here  were  these  guys  breathing  down 
nr  necks  in  the  basic  revenue  part  of  our 
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business,"  Zenie  recalls,  "but  we  decided 
to  divert  some  of  our  resources  in  that 
direction  even  if  it  meant  losing  some 
ground  to  our  competitors.  And  we  did 
lose  some  ground.  Hewlett-Packard  and 
Spectra-Physics  and  others  came  in  with 
data  reduction  systems  and  a  level  of 
automation  ahead  of  us  that  we're  just 
coming  on  with  now. 

"But  we  did  in  fact  launch  a  new  busi- 
ness," adds  Zenie. 


"I  realized  that  Frank  was  a 
better  manager  and  Frank 
taught  me  that  I  really  didn't 
want  to  be  chief  executive.'9 


Different  as  the  two  top  men  are  in 
personality,  there  is  no  dispute  as  to  ba- 
sic objectives  for  Waters  Associates. 
Says  Waters:  "We  see  LC  eventually 
coming  down  to  every  doctor's  office  and 
even  every  farmyard."  Adds  Zenie,  "If 
LC  is  going  to  expand  in  the  manufactur- 
ing environment,  it  has  to  be  a  much 
simpler  device  to  use.  Right  now  we're  at 
the  stage  of  the  earliest  office  copiers." 

The  analogy  with  Xerox  has  not  been 
lost  on  Wall  Street.  Waters  shares  cur- 
rently sell  at  22  times  earnings,  a  strato- 
spheric price/earnings  ratio  by  1979  stan- 
dards. That  makes  the  29%  position  of 
the  Waters  family  worth  $33  million  and 


Frank  Zenie's  2.5%  worth  about  $2.8 
million.  The  smaller  stockholders  are 
happy,  too.  Since  its  initial  public  offer- 
ing in  1973,  Waters  shares  have  in- 
creased nearly  sevenfold  in  market  price. 

But  perhaps  the  most  impressive  thing 
about  Jim  Waters  is  that  he  recognized 
his  own  limitations  early  enough  to 
avoid  having  his  personality  inhibit  the 
growth  of  the  company.  In  1972,  when 
he  was  only  46,  after  "the  retrenchment 
of  the  Seventies,"  Jim  Waters  handed 
over  the  chief  executive  job  to  Zenie.  "I 
realized  that  Frank  was  a  better  manager 
and  Frank  taught  me  that  I  really  didn't 
want  to  be  chief  executive,"  Waters  ex- 
plains. "I  worked  on  special  projects  for  a 
while,  which  I  enjoy:  developing  new 
products,  putting  in  a  new  computer  sys- 
tem. But  then  nobody  could  tell  what  my 
role  was.  So  really  I  was  causing  more 
trouble  than  I  was  helping."  At  that 
point,  Waters  practically  separated  him- 
self from  the  company.  "So  I  spend  one 
or  two  days  a  week  here  now  and  focus 
on  building  a  very  strong  board  of  direc- 
tors," he  says. 

But  Jim  Waters  was  too  smart  to  stop 
working  and  move  to  Florida.  He  has 
started  up  a  computer  software  company 
that  offers  a  marketing  system  on  the 
Waters  model.  But  don't  try  to  buy  stock. 
"I'm  not  making  that  mistake  twice!"  he 
says,  laughing.  "This  time  I'm  going  to 
control  it."  — Geoffrey  Smith 
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We  make  you  safe.  You  make  us  famous. 
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is  the  power  to  create. 

Creating  the 
Pratt  &  Whitney  Aircraft  engines 
that  are  frugal  with  fuel 
is  one  way 
we're  using  ours. 


UNITED 
^IW  TECHNOLOGIES, 

Pratt  &  Whitney  Aircraft  Group  •  Otis  Group 
Essex  Group  •  Hamilton  Standard 
Sikorsky  Aircraft  •  Power  Systems 
Chemical'SyStems  •  Norden  Systems 
United  Technologies  Research  Center 
United  Technologies  Corporation, 
Hartford,  Conn.  06101. 


little  Molex  can't  design  it  better,  make  it 
tfer  or  cheaper,  it  won't  make  it.  Which  is 
\hy  Molex  is  so  profitable. 


Knowing  when 
to  say  no 


The  Up-And-Comers 


Lisle,  Illinois'  Molex  Inc.  is  the 
Chrysler  of  the  electrical  connec- 
tor industry-,  with  sales  volume  of 
only  $72  million  competing  with  $801 
million  (sales)  AMP  and  $181  million 
(sales)  Burndy.  But  in  terms  of  profitabil- 
ity, Chrysler  should  have  it  so  good.  Over 
the  past  five  years  Molex  has  averaged 
31%  return  on  equity  while  Burndy  has 
managed  only  17%  and  AMP,  just  22%. 

Since  1974  Molex's  per-share  earnings 
are  up  31%  on  average  while  Burndy 's 
are  up  20%  and  AMP's  16%. 

Molex  has  no  particular  "niche" — that 
specialty  market  dominance  that  is  the 
knee-jerk  explanation  for  most  highly 
profitable  small  companies.  Molex  has 
something  a  bit  subtler,  and  far  more 
important.  In  a  fast-growing,  highly  frag- 
mented industry  that  cranks  out  thou- 
sands of  different  products  for  a  wide 
array  of  customer  industries,  Molex 
knows  when  to  say  no.  Put  simply,  Mo- 
lex knows  with  enviable  clarity  precisely 
what  it  does  a  bit  better  than  the  rest, 
and  how  to  concentrate  its  energies  and 
resources  on  those  ever-changing  areas 
of  marginal  superiority. 

"We  only  have,  say,  a  dozen  basic  lines 
of  products,"  explains  amiable  John  H. 
Krehbiel,  at  72  still  chairman  and  chief 
executive  (since  "some  time  in  the  Fif- 
ties"), "whereas  AMP  has  maybe  150 
lines  of  products.  So  while  they  may 
have  better  laboratories,  more  engineers, 
more  working  capital,  I  don't  know  that 
they  can  afford  to  bring  more  working 
capital  or  more  brains  to  bear  on  a  par- 
ticular problem  than  we  can.  So  our  job  is 
to  be  very  careful  about  what  product 
lines  we  decide  to  go  into." 

How  does  he  do  that?  "We  make  our 
applications  engineers — the  guys  who 
bring  new  product  ideas  to  us — sign  on 
the  dotted  line  that  they  can  sell  1  mil- 
lion or  5  million  before  we'll  go  ahead 
with  the  tools,"  Krehbiel  replies.  "Of 
course  once  in  a  while  some  guys  go 
broke  on  you.  Gee,  the  handheld  calcula- 
tor business,  that  was  one  of  them.  Now 
the  games  business,  that's  another.  You 
gotta  watch  these  guys  like  a  hawk! 

"Then  we  do  our  pricing  on  the  front 
end,"  he  goes  on.  "We  say  'if  that  fellow 
is  willing  to  buy  a  million  circuits  and 
he's  willing  to  spend  this  kind  of  money, 
then  this  is  a  product  we're  interested 
in' — otherwise  we'll  price  ourselves  out 
of  the  thing  or  just  not  quote  it." 

The  underlying  philosophy,  of  course, 
is  that  you  have  to  spend  money  to  make 
money.  "Look,  we  can't  have  these  fine 
tools  and  high-speed  presses  and  all  this 
on  5%  net  profit,"  says  Krehbiel  firmly. 
"That's  why  we  don't  make  me-too 
products.  If  we  can't  add  something  to  a 
product — design  it  better,  make  it  at  a 
faster  speed,  or  with  cheaper  materials — 
we'll  say  no.  There's  no  sense  in  our  just 
going  in  and  cutting  the  price.  We've  got 
to  make  a  damned  good  profit  because 
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These  new  twins  will  help 

Exxon  supply  oil  for 
America- from  America. 

Every  barrel  of  oil  coming  through  the  Trans-  will  help  deliver  this  oil  to  U.S.  refineries. 

Alaska  Pipeline  is  more  energy  for  America  The  new  tankers  are  the  largest  ships  ever 

from  America.  And  now,  two  proud  additions  built  by  Exxon  in  the  U.  S.,  and  they're 

to  Exxon 's  U.  S.  flag  tanker  fleet -the  designed  with  the  latest  in  safety  and  envi- 

Exxon  North  Slope  and  Exxon  Benicia-  ronmental  cleanliness  features.  Bon  voyage! 


Each  of  the  twins 
measures  over 
3  football  fields 
long  and  will  carry 
7 . 7  million  barrels 
of  oil  on  each 
voyage. 


Both  ships  feature:  7 .  Exxon  s  crude  oil 
washing  system. 
It  was  developed 
to  reduce  oil 
discharges  to  the 
sea  during  regular 
operations. 

2.  A  segregated  ballast 
system  which  can 
minimize  pollution 
in  the  event  of  an 
accident. 


ve  got  this  heavy  engineering  and 
velopment  cost — about  6%  of  sales  on 
rage,  which  is  higher  than  practically 
yone  else  in  the  industry." 
Molex  itself  was  once  an  "alley  shop," 
Krehbiel  calls  the  smaller  firms  in  his 
siness.  It  was  founded  in  1938  by  John 
d  his  brother  Edwin,  under  the  aegis  of 
pir  engineer  father  Fred  whose  busi- 
ss  was  designing  power  plants  and 
ine  tipples  (surface  lift-and-gathering 
d  sizing  facilities).  Krehbiel's  father 
d  built  a  coal  tar  reduction  plant  for  the 
ieral  government  in  World  War  I  to 
sure  a  supply  of  toluol  for  TNT  (pre- 
ausly  Germany  had  supplied  the  U.S. 
th  all  its  toluol).  He  had  also  built 
)ples  for  asbestos  mines.  He  knew  that 
ere  was  enormous  waste  of  coal  tar  by- 
oducts  and  short-fiber  asbestos.  Put 
e  two  together  and  you  had  a  very 
ieap  plastic.  So  in  the  early  days  Molex 
ade  toys,  other  molded  plastic  prod- 
ts,  and  terminal  blocks  and  wire  junc- 


I7ur  forte  is  our  ability  to  de- 
gn  a  product  at  low  cost 
yth  in  terms  of  material  and 
»st  of  assembly,"  says  Kreh- 
lei.  "This  is  not  interesting 
f  the  government." 


ms  to  replace  ceramic  during  the  war 
len  other  materials  were  scarce. 
Krehbiel  explains:  "Our  philosophy 
3m  the  beginning  was  to  develop  pro- 
letary products.  We  were  never  filthy 
:h.  As  soon  as  we  got  some  money 
e'd  design  a  proprietary  product  we  felt 
e  could  sell  to  an  industry  and  do  our 
vn  tooling.  That  would  be  all  the  mon- 
we  could  afford,  so  then  we  would  be 
it  looking  for  more  custom  work  to  get 
j  ofits  until  we'd  gotten  enough  together 
;ain  to  develop  another  proprietary 
oduct.  We  will  not  borrow  for  working 
ipital  even  if  we  see  an  opportunity  to 
j.ow  rapidly." 
About  the  time  (1947-48)  the  electric 
nge  industry  wanted  a  way  to  remove 
le  then-high  "back  rail"  from  ranges 
lickly,  to  fit  more  of  them  in  a  boxcar, 
le  Krehbiels  had  a  proprietary  product 
plastic-based  electrical  connector)  that 
as  an  enormous  time-saver.  Instead  of 
iving  to  screw  each  wire  down  to  a 
rminal  by  hand,  Molex  connectors 
)uld  simply  be  pulled  out,  then  pushed 
ick  on  again.  That  meant  that  the  back 
ils  could  be  shipped  flat  and  quickly 
assembled  at  destination. 
That  particular  innovation  set  the  tone 
r  new  products  at  Molex.  There  was  a 
lund-pin  terminal  that  could  be 
I  amped  (not  handcrafted)  in  a  way  that 
iminated  the  need  for  mounting  brack- 
:s.  Then  there  was  a  double  cantilevered 
rminal  for  printed  circuit  boards  that 
vept  the  stereo  and  television  indus- 
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tries  because  it  made  it  far  simpler  and 
cheaper  to  install  them.  More  recently 
there  was  a  tone  transducer  socket  that 
eliminated  the  need  for  unreliable  solder- 
ing in  piezoelectric  circuits  that  emit 
noise  when  electrical  current  causes  a 
crystal  to  vibrate  at  very  high  frequen- 
cies. In  every  case,  a  less  expensive  prod- 
uct made  with  a  less  expensive  material 
in  a  less  expensive  way. 

That's  why  the  Krehbiels  don't  want 
any  military  business,  even  though  it's  a 
$50  million  market  for  connectors.  "Our 
forte  is  our  ability  to  design  a  product  at 
low  cost  both  in  terms  of  material  and 
cost  of  assembly,"  says  Krehbiel.  "This  is 
not  interesting  to  the  government.  They 
just  want  you  to  build  to  specifications." 

For  a  long  time  that  same  Molex  forte 
kept  them  out  of  the  data  processing  or 
digital  market,  too.  "When  IBM  had  the 
field  all  to  itself  they  wouldn't  give  you 
house  room,"  says  Krehbiel.  "They  had  a 
solid  gold  product  and  they  could  give  a 
damn  about  whether  your  connector 
could  save  them  15%  over  the  one  they 
were  using.  But  then  the  little  guys  like 
Digital  Equipment  and  Wang  started  nip- 
ping away  at  the  big  guys,  looking  for 
cost  reduction." 

Krehbiel  shudders  when  he  thinks  of 
"ribbon  cable,"  a  many-wired  cable  that 
requires  no  crimping,  needs  only  one 
connector  and  can  simply  be  forced  into 
place.  It  was  developed  for  military  appli- 
cations by  Thomas  &  Betts,  but  it  was 
mighty  3M — with  practically  no  prod- 
ucts in  that  market  at  the  time — which 
spotted  the  commercial  applications  at 
once.  "We  and  AMP  both  missed  the 
boat  on  that  one  for  a  while,"  Krehbiel 
says,  "but  we're  hot  on  their  heels  now. 
They  say  it  might  someday  be  25%  of 
the  connector  business — by  1985  accord- 
ing to  some  estimates." 

There's  something  pleasantly  old-fash- 
ioned about  this  company.  Although  it 
spends  lavishly  on  design  and  on  ma- 
chinery, it  is  almost  fanatic  against 
spending  on  anything  that  won't  give  it  a 
product  advantage.  John  Krehbiel's  own 
offices  set  the  tone,  so  small  and  Spartan 
they  resemble  a  seasonal  H&R  Block  of- 
fice more  than  they  do  the  headquarters 
of  a  worldwide  growth  company  (inter- 
national business,  which  Molex  entered 
only  ten  years  ago,  now  accounts  for  a 
full  50%  of  sales).  It's  a  family  company, 
too,  with  the  Krehbiels  owning  60%  of 
the  3,454,092  shares  and  with  son  John 
Jr.,  42,  serving  as  president,  and  brother 
Fred,  38,  as  executive  vice  president. 

It  will  probably  remain  a  family  com- 
pany, too,  thanks  to  a  federal  law  permit- 
ting heirs  of  family  companies  15  years 
to  pay  estate  taxes  instead  of  the  more 
usual  13  months.  So  all  you  acquisition- 
minded  conglomerates  and  investment 
bankers,  read  this  article  and  weep. 
There  is  simply  no  way  you  will  be  able 
to  acquire  this  jewel  of  a  company.  ■ 


Call  OPPD. 

Ask  for  Tom  Gage. 


He'll  deliver 
coal  and  nuclear 
generated  energy 
to  your  new  site. 

Tom  Gage  is  Omaha  Public  Power 
District's  industrial  development 
expert.  He  can  show  you  that 
Omaha-Southeastern  Nebraska  is 
loaded  with  dependable  electric  power 
produced  by  western  coal  and  nuclear 
fuel.  OPPD's  Fort  Calhoun  nuclear 
plant  produced  51  per  cent  of  the 
electricity  used  by  District  customers  in 
1978.  In  addition,  another  coal-fired 
unit  will  be  in  operation  in  1979.  This 
combination  of  present  capacity  and 
planned  additions  will  ensure  OPPD 
customers  an  adequate  supply  of 
electric  power  at  reasonable  rates.  If 
you  want  specific  answers  to  specific 
questions,  give  Tom  a  call  at 
(402)  536-4347. 


Omaha  Public  Power  District 

Member:  Mid-Continent  Area  Power  Pool 


(Complete  or  attach  business  card)  2-5 

Tom  Gage,  Manager  of  Area 
Development 

Omaha  Public  Power  District 
1623  Harney  St. 
Omaha,  Nebraska  68102 

Please  send  me  free  facts  on  Omaha- 
Southeastern  Nebraska. 


Name 
Title  


Company . 
Address 
City  


State 
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When  government  gives,  government  can 
also  take  away.  That's  a  hard  lesson  that 
natives  of  Alaska  are  learning. 


Now  you  see  it, 
now  you  don't 


Robert  C.  Bacon,  the  executive 
vice  president  of  a  smallish  (over 
$100  million,  assets)  resources 
conglomerate  in  southwestern  Alaska,  is 
suing  the  U.S.  government.  His  litany  of 
woe  is  familiar,  but  his  business  isn't. 
Bacon's  company  is  the  Bristol  Bay  Na- 
tive Corporation,  a  seven-year-old  outfit 
owned  by  5,400  Eskimos,  Indians  and 
Aleuts.  It  is  one  of  the  largest  of  about 
237  village  and  regional  corporations  set 
up  in  Alaska  after  Congress  passed  the 


1971  Alaska  Native  Claims  Settlement 
Act.  Among  other  things,  that  law  will 
pay  the  state's  75,000  natives  $962.5 
million  in  cash  ($462.5  million  in  gov- 
ernment appropriations  and  $500  mil- 
lion in  oil  royalties)  and  give  them  title 
to  44  million  acres  of  land.  Regional  cor- 
porations like  BBNC  got  mostly  subsur- 
face and  mineral  rights  for  their  share; 
village  corporations  got  surface  rights. 

Reasonably  enough,  many  of  these 
new  companies  hired  professional  man- 


agers like  Bacon,  a  mining  engineer  a: 
former  executive  of  both  R.T.  Vanderbii 
and  Kennecott  Copper.  In  fact,  in  tl 
enabling  legislation  Congress  requtri 
these  native  corporations  to  be  ongoin 
profit-making  enterprises.  And  then  tf< 
government  began  throwing  obstacles  i 
their  way. 

"We're  in  business  to  make  money 
fumes  Bacon.  "Nobody  wants  to  tear  t 
Alaska.  That's  not  the  point.  But  they' 
putting  restrictions  on  us  to  the  poiil 
where  we  can't  do  anything." 

What's  Bacon  so  mad  about?  Last  D 
cember  President  Jimmy  Carter,  wit) 
that  casual  paternalism  historical! 
shown  toward  Alaska  by  U.S.  president 
established  17  national  monuments  oj 
56  million  acres.  Several  of  these  blocke| 
one  side  of  Bacon's  promising  minin 
and  oil  lands,  thus  locking  out  feasih 
future  development — between  lmpas: 
able  mountains,  ice  packs  in  Bristol  Ba 
and  federally  mandated  wilderness — hi 
company's  largest  potential  source 
profits. 

Until  then  Bristol  Bay  had  shown  rt 
markable  progress,  making  acquisition 
financed  by  money  borrowed  on  $  1 7  mi 
lion  in  guaranteed  future  governmer 
and  royalty  receipts. 

For  example,  the  company  owns  th 
$20  million  Anchorage  Westward  Hote 


Six-mile-ieide  Aniakchak  Caldera  with  its  lava  flows,  cinder  cones  and  Surprise  lxike 
Economic  progress  blocked  by  a  natural  wonder  known  only  to  natives  until  1920. 


170 


FORBES,  MAY  14,  197' 


Wells  Fargo  means  security  to  America. 


The  Home  Insurance  Company  means  security 

to  Wells  Fargo. 

American  business  turns  to  The  Home  for 
innovative,  dependable  protection. 

The  Home  Group,  Inc. 

A  City  Investing  Company 

The  Home  Insurance  Company  •  The  Home  Indemnity  Company 


Fruehauf  Stake  &  Rack  Trailer,  circa  1917. 


Fruehauff  sates  in 1978  exceeded  those 
for  the  first  39  years  off  our  history. 


Last  year  we  rolled  up  more  than  2  billion  dollars  in  sales. 
That's  more  than  our  total  sales  for  the  first  39  years  of  our 
existence  as  a  corporation. 

Fruehauf  has  always  delivered  a  consistently  good 
product  offering  maximum  value  for  the  dollar.  This  has 
come  from  years  of  innovative  research  and  development. 

We  manufacture  a  good  part  of  the  products  we  sell. 
Not  just  assemble  them.  This  has  resulted  in  a  higher 
quality  product  that  requires  only  minimum  maintenance 


—  adding  up  to  a  good  many  extra  years  of  profitability 
for  operators. 

Our  products  are  also  backed  by  the  industry's  largest 
network  of  service  facilities  —  nationwide.  And  these  prod- 
ucts are  available  on  convenient  terms,  through  Fruehauf 
Finance  Company. 

Find  out  more  about  where  we're  going.  Write  for 
our  annual  report.  Fruehauf  Corporation,  Dept.  FO-59, 
10900  Harper,  Detroit,  Michigan  48232. 


Fruehauf  A 


Sales  ($  in  Billions)  1973-1978 


Fruehauf  s  Model  F  Plus  Trailer  incorporates  the  latest  in  innovation  and  improvements. 


the  1906  Antiquities  Act  a  conservationist's  catch-22? 


Buried  treasure 

Already  blocked  by  ice  packs  in  the  bay  and  mountains  almost  everywhere,  3 
million  acres  in  potentially  oil-  and  gas-rich  Bristol  Bay  Basin  have  been  cut 
off — by  presidential  fiat — by  two  new  national  monuments  and  a  huge 
addition  to  the  old  Katmai  park. 


(managed  by  Hilton  Hotel  Corp.),  Peter 
Pan  Seafoods,  an  $85  million  (revenues) 
fish-processing  company;  21%  of  United 
Bank  Alaska,  set  up  in  1976  by  five  na- 
tive corporations.  Bristol  Bay  also  owns 
10%  of  Greens  Creek  Joint  Venture,  the 
other  90%  being  owned  by  Noranda  Ex- 
ploration, Marietta  Resources  Interna- 
tional, Mitsubishi  Corp.  and  Texas  Gas 
Exploration. 

Greens  Creek  holds  438  gold,  silver, 
lead  and  copper  claims  on  Alaska's  Ad- 
miralty Island.  Bristol  Bay  itself  will 
eventually  own  3  million  acres  of  land, 
parts  of  which  Amoco  plans  to  explore. 
President  Carter,  using  the  Antiquities 
Act  of  1906,  blocked  development  in 
both  Bristol  Bay's  land  and  Greens 
Creek's  Admiralty  Island  claims.  Snorts 
company  attorney  George  Miron, 
"There  is  no  object  of  antiquity  in  the 
Bristol  Bay  region.  What  does  Carter  call 
an  object  of  antiquity?  Living  brown 
bears.  Salmon  streams.  Volcanoes." 

Other  Alaskan  native  corporations 
haven't  fared  much  better  than  Bristol 
Bay;  they  have  yet  to  see  81%  of  the  44 
million  acres  of  land  they  are  supposed  to 
get.  Guy  Martin,  assistant  secretary  of 
the  Interior,  concedes  the  Interior  De- 
partment has  dragged  its  feet:  "We  vio- 
lated the  spirit  of  the  act."  The  result:  27 
legal  disputes  that  cost  the  12  regional 
corporations  as  much  as  $1.2  million  a 
year.  But  now  Martin  promises  to  turn 
over  a  minimum  of  6  million  acres  a 
year,  and  80%  of  the  land  by  1981.  The 
cash  has  come  in  slowly,  too.  Overall, 
only  $431  million  of  the  $962  million  has 
been  divided  among  the  new  companies. 
The  total  may  not  be  in  until  1990. 

Bristol  Bay  borrowed  $18  million  in 
1977  when  it  bought  the  $20  million 
Anchorage  hotel.  Its  ability  to  service 
that  debt  will  depend  on  future  cash  flow. 
In  its  fiscal  1977  year  ended  Mar.  31,  it 
turned  a  $3  million  net  profit  on  $36.8 
million  in  revenues.  Earnings  in  1978  fell 
to  $115,000  because  of  interest  charges 
on  the  growing  debt.  Bacon  won't  say 
what  the  profits  were  this  fiscal  year — or 
even  if  there  were  any. 

Bristol  Bay  faces  a  long,  tough  fight  to 
get  its  3  million  acres  opened  to  develop- 
ment— a  fight  it  clearly  may  lose.  No 
other  native  corporation  has  sued  over 
the  monuments,  although  other  land  also 
is  blocked;  and  at  least  one  company,  the 
NANA  Regional  Corporation,  believes 
the  natives  should  settle  out  of  court. 
"You're  talking  about  hundreds  of  thou- 
sands of  dollars  to  litigate  a  suit  like 
that,"  says  John  Shively,  NANA  Region 
al's  vice  president  of  operations.  "It's 
clearly  bound  for  the  Supreme  Court." 

What  if  BBNC  loses?  "Then  Congress 
swapped  our  aboriginal  rights  for  3  mil- 
lion acres  of  nothing,"  says  Miron.  "That 
$962.5  million  was  seed  money  to  devel- 
op the  land."  No  wonder  Bob  Bacon  and 
his  stockholders  are  angry.  H 
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Like  a  good  many  big  American  companies, 
Emhart  is  doing  extremely  well.  Too  well, 
perhaps,  for  its  own  good  in  this  market. 

The  best  of 
times,  the  worst 
of  times 


By  Sharon  Reier 

In  certain  Latin  American  coun- 
tries, it  is  the  custom  for  rich  people 
to  allow  the  unadorned  outsides  of 
their  homes  to  become  shabby,  with 
paint  peeling,  while  inside  the  courtyard, 
fountains  play  amid  sparkling  tile  and  a 
richness  of  decoration.  Why  invite 
thieves  and  raiders  by  advertising  on  the 
outside  the  wealth  that  is  inside? 

Truman  Mitchell  (Mike)  Ford  is  not  a 
Latin  but  a  Yankee,  a  native  of  Albany, 
N.Y.;  yet  there  is  a  touch  of  the  Latin  in 
the  way  he  runs  Emhart  Corp.,  a  little- 
known  but  prosperous  $  1 .3  billion  indus- 
trial conglomerate  based  in  Farmington, 
Conn.,  near  Hartford.  Under  Ford,  Em- 
hart is  shabby  on  the  outside  but  a  thing 
of  beauty  inside.  Emhart  does  not  want 


to  be  taken  over.  Although  it  is  a  New 
England  company,  it  has  moved  its  cor- 
porate address  to  Virginia  where  the  an- 
titakeover laws  are  tough.  It  also  goes  out 
of  its  way  to  downplay  prosperity  in  good 
times. 

"Don't  ask  me  about  the  numbers," 
says  New  England  country  boy  Ford,  a 
graduate  of  Harvard  College  and  Yale 
Law  School.  "I  always  get  the  numbers 
wrong."  What  he  means  is  that  he  hopes 
would-be  raiders  will  get  them  wrong. 

If  one  figures  earnings  the  way  most 
companies  do,  Emhart  would  have 
earned  25%  last  year  on  stockholders' 
equity.  But  the  way  Ford  reported  earn- 
ings, Emhart  showed  a  return  of  only 
21%.  Fully  diluted  earnings  were  report- 
ed at  $5.77,  up  16%  over  the  previous 
year,  but  they  would  have  been  up  40% 


had  Ford  not  made  some  very  conserva- 
tive accounting  changes. 

Ford  held  down  reported  earnings  last 
year  by  extending  its  LIFO  accounting 
on  a  worldwide  basis.  While  most  big 
companies  now  report  U.S.  earnings  on  a 
LIFO  basis,  few  do  it  on  a  worldwide  basis 
because,  outside  the  U.S.,  tax  advantages 
are  hard  to  get.  That  shift  cost  Emhart 
$1.30  a  share  last  year  in  earnings — al- 
most half  the  loss  in  the  fourth  quarter 
alone.  "We  see  everyone  reporting  higher 
earnings,"  says  Ford,  "and  it  is  all  infla- 
tion, all  currency  translation." 

On  top  of  this,  Ford  raised  research 
and  development  expenses  from  $24  mil- 
lion to  $30  million — a  hefty  amount  for  a 
company  Emhart's  size  and  nature.  Ford 
paid  several  millions  over  the  legal  re- 
quirement in  1978  to  reduce  unfunded 
pension  liabilities.  And  while  Emhart  did 
gain  some  50  cents  a  share  for  negative 
goodwill  on  a  bargain-priced  acquisition, 
this  was  more  than  offset  by  conserva- 
tive bookkeeping. 

Emhart  isn't  in  what  one  would  call  a 
"growth"  business.  It  has  a  rather  grimy- 
sounding  product  line,  inherited  from  a 
collection  of  old-line  New  England  firms 
that  it  has  taken  over:  bottlemaking, 
equipment;  rubber,  plastic  molding  and 
shoemaking  machinery;  builders'  hard- 
ware; industrial  specialty  fasteners;  re-l 
frigerated  supermarket  cases;  and  indus- 
trial specialty  chemicals  like  Bostik. 

Mike  Ford  sprawls  his  lanky  frame  in 
mock  relaxation.  "Who  would  really 
want  a  company  with  all  these  mature 
product  lines?"  he  asks,  the  intended  iro- 
ny clearly  showing  through.  "All  these 
doggy  products  with  no  glamour.  All  this 
complicated  accounting.  This  dreadful 
pension  liability.  No  gambling  casinos.. 
No  corporate  hideouts  in  the  Sunbelt.  No 
corporate  jet." 

Then  again  Ford  argues  that  Emhart  is 
number  one,  or — at  worst — number  two 
in  most  of  its  product  lines,  so  a  takeover 
might  cause  antitrust  problems. 

One  way  to  avoid  takeovers  is  to  make 
takeovers  yourself.  Besides,  takeovers 
are  a  good  way  to  mess  up  the  balance 
sheet  with  debt,  get  rid  of  cash,  and  put 
stock  in  friendly  hands.  Emhart  is  finan- 
cially very  attractive.  It  ended  the  yeai 
with  $46  million  in  cash  and  cash  equiv- 
alents, a  debt-to-equity  of  only  12%  and 
with  directors  owning  less  than  1%  ol 
the  11.7  million  shares.  Anyone  with  a 
half  billion  or  so  to  spend — and  there  are 
dozens  of  such  companies — could  easil> 
make  a  pass  at  Emhart. 

So,  why  isn't  Emhart  doing  some  ac- 
quiring of  its  own?  (It  is  itself  a  product 
of  dozens  of  mergers  over  the  years. 
Because  it  can't  shed  its  parsimonious 
Yankee  ways.  Ford  would  rather  sit  back 
until  things  get  a  little  tougher.  "There 
aren't  as  many  bargains  around  as  there 
were  in  1974.  We  don't  pay  premiums. 
We  want  value,"  he  admits. 


Emhart  Corp.  Chairman  Mike  Ford 

Shrewd  cash  management  with  the  design  of  flourishing  in  bad  times. 
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Mind  to  mind. 


The  experiences  of  the 
commercial  paper  dealer  and  the 
public  finance  expert  overlap. 
The  syndicate  manager's  ideas  stir 
the  municipal  bond  analyst.  First 
Boston  is  a  set  of  contiguous  minds 

Since  1934,  First  Boston  has 
offered  a  comprehensive  range  of 
investment  banking  services.  The 
greater  the  number  of  services, 
the  greater  the  series  of  minds, 
the  greater  each  person's  ability. 

First  Boston  has  now  intro- 
duced new  corporate  financing 
techniques  into  the  tax-exempt 
area.  For  the  Louisiana  Off- 
shore Oil  Port,  commercial 

paper  provided  interim 
a    financing  while  a  tax- 
exempt  ruling  was 
obtained.  The  long-term 

financing  was  the 
\  largest  tax-exempt 
industrial  revenue 
bond  ever  issued. 

With  a  strong 
permanent  equity 
Ijp   capital  position, 
k    First  Boston  supports 
innovation  with 
execution.  We  make 
knowledge  work. 
Put  First  Boston's 
king  to  work  for  you.  Call  on 
essionals  like  these  two  men  in 
headquarters  in  New  York:  Bill 
Perrin  of  Commercial  Paper  (left 
and  Dorsey  Lynch  of  Public  Finance. 

P  First  Boston 

Thinking  capital 


our 
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Coastal  has  the  good  fortune  to  be 
able  to  help  meet  some  of  the  growing 
U.S.  energy  needs  through  our  deep  in- 
volvement in  exploring  for  and  producing 
new  supplies  of  energy — oil,  gas  and  coal. 
We  span  the  globe  with  our  marketing 
and  trading  of  crude  oil  and  refined  petroleum 
products.  Coastal  operates  refineries,  natural  gas 
gathering  and  transmission  systems,  and  natural  gas 
liquids  processing  plants. 

We  also  are  fortunate  to  be  the  first  company 
selected  to  import  crude  oil  from  the  People's  Republic 
of  China. 

This  good  fortune  shows:  Coastal's  1978  total  rev- 
enues were  $3.9  billion  and  net  income  reached  $60.4 
million.  Total  assets  now  are  $3.2  billion. 

Yes,  we  are  fortunate.  As  a  result,  we  rank  promi- 
nently on  the  Forbes  500  list  of  the  largest  U.S.  com- 
panies— not  bad  for  an  independent  energy  company 
that  can't  crack  the  Fortune  500. 

Well,  that's  the  way  the  cookie  crumbles. 

COASTAL 

Coastal  States  Gas  Corporation 
Nine  Greenway  Plaza,  Houston,  Texas  77046 
New  York  Stock  Exchange— Symbol:  CGP 


Slip  Cases  For  FORBES 

Rugged  and  handsome  cases  in  red  and  black  with  title 
embossed  in  gold.  Prices:  $4.95  each,  3  for  $14.00, 
6  for  $24.00.  Send  check  to  Jesse  Jones  Box  Corpora- 
tion, Department  FB,  Post  Office  Box  5120,  Philadel- 
phia, Pennsylvania  19141.  Please  allow  three  to  four 
weeks  for  delivery. 


Values,  he  means,  like  USM  Corpora- 
tion, a  $679  million-a-year  company  that 
Emhart  bought  for  half  book  value  in] 
1976,  paying  with  SI 28  million  in  cash 
and  stock.  USM  didn't  look  glamorous, 
which  was  fine  with  Emhart.  There  was 
that  big,  unfunded  pension  liability  and 
the  shoe  industry  was  mature.  But  the 
pension  liability  made  good  raider-repel- 
lent and,  while  the  shoe  business  was 
slow  at  home,  overseas  it  was  booming. 
("Poor  countries  getting  richer  buy  shoes 
before  they  do  TV  sets,"  notes  Robert 
Cisneros,  who  left  a  Big  Eight  accounting 
firm  in  1976  to  become  Emhart's  finan- 
cial vice  president  a  year  later.) 

Meanwhile,  there  are  plenty  of  other 
strengths  buried  under  Emhart's  rather 
shabby-looking  exterior.  Cash  flow  last 
year  was  about  $100  million,  nearly  dou- 
ble capital  spending  and  dividends  com- 


"Who  would  want  a  company 
with  all  these  really  mature 
lines?  All  these  doggy  products 
with  no  glamour?  No  gambling 
casinos?  No  corporate  jet?" 


bined.  The  balance  of  cash  flow  let  Em- 
hart reduce  its  already  low  debt. 

Then  there  is  Emhart's  powerful  inter- 
national position.  It  makes  the  kind  of 
things  where  Yankee  ingenuity  still 
counts.  It  sells  tire-  and  shoemakmg  ma- 
chinery to  the  Soviet  Union  and  other 
Eastern  European  countries,  bottlemak- 
ing  machinery  to  Algeria  and  other  cap- 
ital machinery  to  many  Third  World  na- 
tions. Half  of  Emhart's  operating  income 
last  year  came  from  overseas.  It  has  big 
plants  in  Sweden,  Britain  and  West  Ger- 
many as  well  as  production  facilities  in 
1 1  other  countries. 

Ford  can't  do  as  much  to  keep  Em- 
hart's earnings  down  in  1979.  Backlogs 
started  the  year  up  29%  from  the  year 
before  and  new  orders  are  up  substantial- 
ly. Wall  Street  is  mentioning  earnings  of 
$6.35  for  the  year — though  foreign  cur- 
rency translation  may  hold  down  first- 
quarter  gains.  Chances  are  good  that  Em- 
hart's directors  will  raise  the  dividend 
this  year;  at  $2.20  it  represents  roughly  a 
third  of  probable  1979  net. 

Like  a  great  many  excellent  American 
companies,  Emhart  is  selling  in  the  mar- 
ketplace for  only  a  fraction  of  what  it  is 
worth  a"s  a  business.  The  stock  market 
recently  valued  the  whole  company  at 
around  $400  million,  under  four  times 
probable  1979  cash  flow;  you  couldn't 
reproduce  the  company  for  $1  billion. 
Like  a  great  many  others,  Emhart  fully 
deserves — on  its  excellent  record — to  re- 
main independent.  But  can  it-  Mike  Ford 
keeps  a  close  eye  on  his  stock  transfer 
books.  Ordinary  investors  may  overlook 
bargains  like  Emhart,  but  corporate  and 
foreign  acquisitors  do  not.  ■ 


176 


FORBES.  MAY  14,  1979 


What  J&H  doesn't  know  about  London, 

Willis  Faber  does. 

One  reason  J&H  serves 
more  leading  multinationals  than 
any  other  insurance  broker. 


At  a  time  when  other  American 
brokers  are  still  seeking  a  stable 
relationship  in  the  vital  London 
market,  Johnson  &  Higgins  and 
Willis  Faber  &  Dumas  are 
celebrating  87  years  of  inter- 
mational  cooperation. 

This  longstanding  relationship 
is  just  one  of  the  reasons  J&H 
has  the  resources  to  uncomplicate 
the  most  complex  international 
risk  management  problems. 

In  addition  to  34  of  our  own 
offices  overseas,  staffed  with 
more  than  900  J&H  people,  we 
can  call  upon  the  global  strength 
of  our  71-office  network  of 
Bxclusive  correspondents  in  key 


business  centers. 

Which  is  why  30  of  the  top  100 
companies  have  J&H  as  their 
principal  international  insurance 


Droker.  And  another  15  have  us 
>n  their  team.  And  why  we  serve 
learly  30  percent  of  the  rest  of 
:he  Fortune  500. 

When  it  comes  to  international 
•isk  management,  nobody  has 
|i)een  at  it  longer  or  does  it  better 
hanJ&H. 


Representatives  of  Willis,  Faber  &  Dumas  and  Johnson  &  Higgins  meet  frequently. 
Here  the  senior  officers  of  both  firms  discuss  recent  developments. 
Seated  (I.  to  r.)  A.  Ronald  Taylor,  Chairman  WF&D;  David  V.  Palmer,  Deputy  Chairman 
WF&D;  Robert  V.  Hatcher,  President  J&H;  Richard  I.  Purnell,  Chairman  J&H. 


Johnson  Higgins 

The  private  insurance  broker. 
We  answer  only  to  you. 

RISK  AND  INSURANCE  MANAGEMENT  SERVICES;  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


Ross  Perot  says  his  Waller  Mitty  days  are  over 
and  that  his  mission  is  .  .  . 


Getting  EDS  into 
Washington 


By  Elizabeth  Bailey 


Ross  Pehot  says  he'd  like  every- 
body to  forget  about  him  and  his 
curious  adventures  and  focus  on 
Electronic  Data  Systems  Corp.,  the  Dal- 
las computer  service  company  he  has 
built  to  sales  of  S211  million  in  fiscal 
1978  (ending  June  30).  "EDS  is  always 
represented  as  a  dismal  failure,  and  I'm 
seen  as  a  businessman  who  lost  a  billion 
dollars,"  he  complains. 

The  fact  is  that  Perot  was  never  worth 
a  billion  dollars,  though  an  observer  with 
a  fertile  imagination  could  have  con- 
strued his  EDS  holdings  as  being  worth 
that  on  paper,  briefly,  back  in  the  late 
1960s.  Even  though  he  himself  should 
have  known  better — and  probably  did — 
Perot  seemed  to  act  as  though  he  really 
did  have  that  kind  of  wealth.  As  one  Wall 
Street  analyst  put  it,  "Perot  started  be- 
lieving his  own  publicity." 
It  was  inevitable,  therefore,  that  once 


the  go-go  magic  left  the  computer  ser- 
vices field,  investors  would  turn  indiffer- 
ent to  the  company  and  the  industry. 
EDS  stock,  which  was  floated  at  I6V2  in 
1968  and  soared  to  150  a  year  later  (that 
was  how  Perot  got  his  billion),  has  sold 
lately  at  around  20,  12  times  the  project- 
ed earnings  of  SI. 70  for  the  1979  fiscal 
year  as  estimated  by  analyst  Vincent 
Turzo  of  Oppenheimer  &.  Co. 

The  company  itself,  which  started  out 
in  the  mid-Sixties  doubling  revenues 
each  year,  had  ground  to  a  halt  in  the 
mid-Seventies.  Earnings  actually  fell  in 
1975  and  1976.  But  in  the  last  couple  of 
years,  Perot  has  brought  the  company 
back  to  a  steady — if  not  spectacular — 
course.  For  the  first  six  months  of  this 
fiscal  year,  earnings  were  up  23%  to 
$11.2  million  on  25%  higher  revenues  of 
$124  million.  With  only  S2.6  million  in 
long-term  debt  and  over  S44  million  in 
cash,  the  company  is  healthier  than  it 
has  been  in  years. 


Ross  Perot  of  Electronic  Data  Systems 

With  business  brightening,  a  fresh  assault. 


Since  Perot  abandoned  his  jejune  e 
forts  to  save  Wall  Street  (he  lost  an  esti 
mated  S70  million  in  real  money  tryin 
to  rescue  the  firm  of  duPont  Glore  Fot 
gan)  and  to  bring  the  POWs  back  fron 
Hanoi,  he  is  focusing  on  getting  EDS  int< 
the  big  piece  of  record-keeping  busines 
that  is  almost  certain  to  be  generated  b' 
national  health  insurance.  In  March,  . 
national  health  plan  came  one  step  close- 
when  Secretary  of  Health,  Education  an< 
Welfare  Joseph  Califano  outlined  Phase 
of  a  plan  that  would  provide  government 
backed  insurance  for  those  who  are  no 
already  covered  either  by  private  plans  o 
by  Medicaid  or  Medicare  programs. 

EDS  is  already  the  dominant  compan 
in  the  processing  of  state-administere 
Medicaid  programs  as  well  as  pnvat 
health  insurance  plans.  But  even  witl 
that  special  background,  EDS  isn't  )us 
sitting  back  waiting  for  the  federal  busi 
ness  to  come  walking  in  the  door  onci 
some  form  of  insurance  is  enacted.  Las 
year  Perot  dispatched  one  of  his  short 
haired,  clean-cut,  white-shirted  lieuten 
ants  to  Washington  to  set  up  an  offict 
and  do  some  prospecting.  And  in  March 
EDS  paid  S4.8  million  in  stock  for  Poto 
mac  Research  Inc.,  a  Washington-basee 
data  processing  and  engineering  firm 
that's  already  doing  most  of  its  work  foi 
the  feds. 

Perot  has  good  reason  to  be  making 
such  moves;  competition  for  the  existing 
health-care  business  has  become  fierce 
In  1977  EDS  dropped  out  of  the  bidding 
for  a  S24  million-a-year  New  York  Cit> 
Medicaid  contract  which  promptly  weni 
to  data  processor  Bradford  Nationa' 
Corp.  Last  fall,  EDS'  $12  million-a-yeai 
Medicaid  contract  in  California  went  to 
another  competitor.  Hence  the  girding  oi 
loins  in  Washington. 

These  days,  Perot  keeps  pretty  much 
to  himself,  though  he  did  have  anothei 
brief  moment  in  the  limelight  when  he 
announced  early  this  year  that  he  had 
arranged  a  raid  on  a  prison  in  Iran  to  fre 
two  of  his  employees.  But  mostly  he 
leaves  public  contact  to  others,  notably 
Morton  H.  (Mort)  Meyerson,  the  40-year- 
old  vice  president  he  sent  to  New  York 
back  in  1971  to  bring  reason  and  data 
processing  to  duPont.  Still  rueful  about 
that  disaster,  Meyerson  says,  "I  used  to 
think  that  if  you  put  in  enough  hard! 
work,  guts  and  courage,  you  could  make 
a  success.  I  learned  otherwise." 

Though  Perot,  Meyerson  and  EDS  re- 
treated from  Wall  Street  five  years  agoi 
(EDS  doesn't  even  process  data  for  the 
financial  community  anymore),  they  still 
face  litigation  from  former  owners  of  thel 
brokerage  businesses  they  came  to  save. 
And  they  still  use  the  sports  military  lin- 
go that  Perot,  the  Naval  Academy  and 
IBM  alumnus  favors.  While  Perot  wasi 
involved  in  the  Iran  rescue,  Meyerson 
says  that  "Ross  told  me  to  stay  in  line 
and  keep  on  marching  forward."  As  tori1* 


178 


FORBES,  MAY  14.  1979 


those  golden  days  in  the  1960s,  Meyer- 
son  reminisces,  "We  were  the  Green  Bay 
Packers  of  the  computer  business." 

Now  EDS  lives  in  a  closely  guarded, 
:enced-in  compound  out  in  northern 
Dallas,  complete  with  its  own  jogging 
:racks,  tennis  courts  and  golf  course.  Its 
public  image,  as  embodied  in  its  annual 
eports,  has  mirrored  the  ups  and  downs 
jf  its  business.  When  the  company's 
;arly  growth  came  to  a  halt  and  earnings 
suffered,  the  reports  were  austere  black 
ind  white  and  said  little  more  than 
vhat  was  legally  required.  Last  year, 
vith  business  turning  a  bit  brighter,  so 
lid  the  report.  And  Perot  seems  also  to 
lave  relaxed  his  rigid  dress  code:  Pastel- 
olored  shirts  and  even  mustaches  are 

permitted. 

wit: 

ins 


Though  the  military  tone  still  pre- 
lominates,  far  fewer  EDS  recruits  these 
lays  come  from  officer  ranks.  Brigham 
foung  University,  run  by  the  Mormon 
•hurch,  lately  has  been  a  good  source  of 
'lew  recruits.  Says  Meyerson,  "By  and 
arge,  we  don't  get  many  employees  from 
•  msiness  schools.  They  want  to  run 
lings  the  second  day." 
It's  all  very  businesslike  now  in  Dallas, 
3a*  Lrith  hardly  a  trace  of  a  Perot  grandstand 
' ::  Qay,  unless  you  want  to  put  Perot's  gift 
f  20  Tennessee  walking  horses  to  the 
Jew  York  police  department  in  that 
lass.  But  Meyerson  gives  the  impression 
hat  there  might  be  more  someday  if  the 
ircumstances  warrant  it:  "I'm  proud  we 
/ent  into  Wall  Street.  And  if  the  Presi- 
ent  calls  me  in  and  says  there's  a  crisis 
i  national  health  and  he  asks  me  to  help 
•ut — if  it  made  sense,  I'd  do  it."  The  last 
'J1  me  the  White  House  called  EDS,  of 
ourse,  it  was  to  march  to  Wall  Street 
nd  that  $70  million  loss.  EDS'  main 
oncern,  it  may  be,  is  to  guard  against 
icurable  hubris.  ■ 


What  does  a  sheep  shearer 
in  Australia 
have  in  common  with 
a  consumer  using  a  mixer 
in  Peoria? 

They  both  could  be  using 
products  of  die  same  company- 
Sunbeam  Corporation 

Sunbeam  is  widely  recognized  as  the  largest 
maker  of  small  appliances  in  the  world  but  it  is  a 
lot  more  than  that.  It  also  is  the  largest  maker  of 
sheep  shearing  and  animal  clipping  equipment 
in  the  world  and  an  important  supplier  of 
industrial  and  commercial  products. 

Sunbeam  subsidiaries  are  important  factors  in 
the  commercial  food  service  equipment  field  and 
in  trie  automotive  products  aftermarket.  They 
make  huge  furnaces  for  the  metals  processing 
field  and  diffusion  furnaces  and  related 
thermal/chemical  process  equipment  for  the 
semiconductor  field.  Other  subsidiaries  make 
equipment  for  the  purification  of  water  and  other 
chemicals  or  are  major  factors  in  combustion 
technology  and  the  control  of  air  pollution  in  the 
petroleum  and  chemicals  industry. 

As  a  matter  of  fact,  about  20  percent  of 
Sunbeam's  sales  and  earnings  comes  from  its 
industrial  and  commercial  subsidiaries. 

A  broad  base  of  markets  and  opportunities  has 
helped  Sunbeam  grow  to  more  than  a  billion 
dollars  in  size. 


Sunbeam  Corporation 
5400  Roosevelt  Road 
Chicago,  Illinois  60650 
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This  announcement  is  published  by  IDA  Ireland.  200  Park  Avenue.  New  York,  1 001 7,  which  is  registered  under  the  Foreign  Agents  Registration  Acts,  as  amended.as  an  agent  ol  the  Government  of  Ire. 


The  tax  deal 
of  the  century! 

Ireland  announces  a  new  deal  for 
manufacturing  industry.  No  tax  on  Export 
Profits  until  1990,  then  a  maximum  of  10% 
on  all  prof  its  to  the  end  of  the  century. 


The  most  profitable  industrial  location  in  Europe. 


US  Department  of  Commerce  statistics  for  the  period  74-77  show  a  28%  average  annual  return  on  investment  for 
US  manufacturers  located  in  the  Republic  of  Ireland-more  than  twice  the  European  average. 


I  DA  IrQldnd  &   The  Irish  government's  industrial  development  agency  has  offices  in 
industrial  development  authority    New  York,  Tel  (212)  972- 1 000;  Chicago,  Tel  (31 2)  644-7474; 
Houston,  Tel  (713)  658-0055;  Los  Angeles,  Tel  (213)  624-1024.  Overseas  offices  also  in  Toronto, 
Amsterdam,  London,  Paris,  Cologne,  Stuttgart,  Copenhagen,  Milan,  Madrid,  Tokyo  and  Sydney. 


material  is  tiled  with  the  Department  ot  Justice  where  the  required  registration  statement  is  available  tor  public  inspection  Registration  does  not  indicate  approval  ot  the  contents  by  the  United  States  Government 


Telegacy 


If  we  can  only  tell  you  two  important  points,  they're 
these: 

One  — Northern  Telecom  is  the  second  largest  manu- 
facturer of  telecommunications  equipment  in  North 
America.  Larger  than  some  companies  whose  names 
are  right  on  the  tip  of  your  tongue. 

And  two— we're  the  second  oldest  manufacturer  of 
that  equipment  in  North  America.  Been  in  business 
since  1882— which  is  only  6  years  after  Alexander 
Graham  Bell  took  out  his  famous  patent. 

Before  we  go  any  further,  maybe  we  should  tell  you 
about  the  family.  Three  members.  Bell  Canada,  one  of 
the  oldest  telephone  companies  in  North  America.  Bell 
Northern  Besearch,  one  of  the  largest  engineering  sci- 
entific research  groups  in  the  world.  And,  Northern 
Telecom  Limited,  the  international  manufacturer  and 
marketing  company  with  44  plants 
around  the  wor  ld. 

Then  there's  us.  Northern  Telecom,  Inc. 


jacturer  and 

txt 


The  United.  States  subsidiary  incorporated  just  seven 
years  ago  to  meet  the  demands  and  hunger  of  the 
toughest,  biggest,  shrewdest  market  in  the  world. 

Second  largest.  Second  oldest.  That  should  tell  you 
something. 

Second  largest  tells  you  that  we  have  the  resources, 
the  technical  sophistication,  the  marketing  smarts  and 
the  customer  base  to  solve  any  communications 
problem. 

Second  oldest  tells  you  that  we're  going  to  be  here 
tomorrow.  And  the  way  things  are  going  in  the  state  of 
the  communications  arts,  that's  when  you're  going  to 
need  us  the  most. 

And  it  should  tell  you  something  else. 
When  you're  the  second  largest  and  the  second  oldest 
you  make  sure  that  you're  first  in  everything  else  where 
it  counts.  Northern  Telecom,  Inc.,  Inter- 
nOrrhOm     national  Plaza,  Dept.  1206-1,  Nashville, 
teteCOm      Tennessee  37217. 


LAYBOY  INTERVIEW:  MALCOLM  FORBES 

candid  conversation  with  "the  happiest  millionaire"  about  publishing, 
ealth,  ballooning,  motorcycle  riding  and  the  many  virtues  of  capitalism 


lis  interview  in  the  April  Playboy  has 
gendered  more  mail  and  more  com- 
snt  than  most  any  comments  I've 
ade  in  Forbes.  It  was  a  revelation  how 
any  friends — everywhere  and  at  every 
:ome  level — read  it,  as  were  the  ingen- 
is  reasons  given  by  many  as  to  how 
ey  "happened"  to  see  the  Playboy  that 
ppened  to  carry  this  interview.  Forbes 
is  given  reprint  permission  provided 
;  edited  nothing  out — as  we  doubtless 
mid  have  done! — MSF 


MONEY  IS  A  BURDEN 

Some  of  us  are  willing  to 
shoulder  some  burdens. 
vioney's  fun 
when  you  have  some. 
Having  none,  ain't  none. 

rHERE  ARE  MORE  FAKERS 

in  business  than  in  jail. 

Samples  from  the  little  green  book 
Ued  "The  Sayings  of  Chairman  Mal- 
\m."  Dedicated,  in  all  13  pages  of 
\all  type,  to  2200  or  so  of  his  good 
ends,  it  will  be  a  success  even  by 
rbes's  standards,  he  deadpans,  if  it 
Is  as  well  as  the  other  Chairman's 
zings.  The  ones  in  the  little  red  book. 
That's  typical  of  Malcolm  Forbes, 
king  as  much  fun  at  himself  as  he 
es  at  others,  and  laughing  all  the  way 
the  bank,  but  most  of  all  refusing  to 
'1  guilty  about  his  inherited  fortune, 
lich  he  used  as  the  foundation  to  cre- 
;  a  many-times-larger  fortune.  Mal- 
\m  Forbes  is  undoubtedly  one  of  the 
'.althiest  men  in  America.  Asked  how 
did  it,  he  replies:  "Through  sheer 
ility  (spelled  i-n-h-e-r-i-t-a-n-c-e.)" 
corbes's  father  began  the  business 
igazine  that  bears  the  family  name  in 
1 7,  and  Malcolm  now  serves  as  both 
itor-in-chief  of  Forbes  magazine  and 
isident  of  Forbes  Inc.  The  magazine, 
th  its  circulation  of  670,000— slightly 
ead  of  Time,  Inc's  Fortune — is  not  a 
iss  publication,  but  its  audience  of 
\h-level  business  executives  gives  it 
influence  far  beyond  its  sales  figures, 
cording  to  Forbes  statistics,  the  mag- 
ine's  readers  have  an  average  net 
nth  of  over  $550,000;  one  out  of  13  is 
nillionaire-,  and  altogether  they  own 
oroximately  140  billion  dollars' 
nth  of  corporate  stocks.  A  reporter 
imated  two  years  ago  that  the  maga- 
te's  profit  may  run  in  excess  of 
0,000.000  a  year,  and  Forbes  is  the 


sole  owner,  as  he  is  of  all  the  other 
properties  in  the  Forbes  Inc.  empire.  As 
he  says,  "Our  annual  stockholders' 
meeting  tends  to  be  brief." 

In  the  inner  circles  of  big  business  and 
Big  Government,  Forbes  is  well-known 
as  one  of  America's  most  influential 
businessmen,  and  probably  the  most 
outspoken  advocate  and  defender  of  the 
capitalist  system.  "Malcolm  knows 
more  corporation  presidents  than  any- 
body else,"  says  one  of  his  aides.  "Mal- 
colm doesn't  talk  to  vice-presidents." 

That  may  be,  but  nobody  has  ever 
accused  Forbes  of  being  stuffy  and  tak- 
ing himself  too  seriously.  He  has  a  repu- 
tation as  an  eccentric  and  flamboyant 
sportsman  who  loves  fun  even  more 


than  money.  In  1973,  only  15  months 
after  he  took  his  first  ride  in  a  balloon  at 
the  age  of  52,  Forbes  sailed  alone  across 
the  U.S.,  from  Oregon  to  Chesapeake 
Bay.  It  took  him  34  days  and  he  was 
black- and-blue  from  head  to  toe  from 
dozens  of  rough  landings  at  about  25 
m.p.h.,  but  he  set  six  world  records  for 
ballooning,  won  the  Harmon  Trophy 
and  drew  major  press  attention  to  bal- 
looning for  the  first  time. 

Never  satisfied  with  doing  anything 
on  a  less-than-grand  scale,  he  then  be- 
gan preparing  for  what  he  called  "the 
ultimate  trip."  He  spent  more  than 
$1,000,000  on  space-age  technology  and 
created  a  spectacular  60-story -high  clus- 
ter of  13  balloons  designed  to  carry 
Forbes  and  a  copilot,  riding  in  an  Apol- 
lolike capsule  at  a  stratospheric  alti- 
tude, nonstop  across  the  United  States 
and  the  Atlantic  Ocean.  But  a  near-fatal 


accident  caused  by  a  failure  in  the 
ground  equipment  just  a  few  minutes 
before  launch  aborted  Forbes's  attempt 
to  become  the  Charles  Lindbergh  of 
ballooning. 

Forbes's  other  favorite  hobby  is  equal- 
ly unlikely  for  an  establishment  rich 
man:  motorcycling.  But  a  few  years  ago, 
when  he  took  his  first  ride  and  fell  in 
love  with  biking,  he  responded  in  char- 
acteristic fashion.  He  bought  a  small 
motorcycle  shop  so  he  could  acquire  his 
machines  wholesale,  then  aggressively 
turned  it  into  one  of  the  largest  distribu- 
torships on  the  East  Coast.  Every  year, 
he  manages  to  crowd  into  his  schedule 
bike  trips  through  different  continents, 
and  his  friends  shake  their  heads  in  be- 
wilderment at  the  notion  that  Forbes 
will  lunch  in  his  private  dining  room  at 
his  office — surrounded  by  Van  Gogh  and 
Rubens — with  someone  such  as  David 
Rockefeller,  then  dash  off  to  ride  the 
hottest  new  bikes  with  his  young  mo- 
torcyclist friends. 

Forbes  sees  no  paradox  in  that. 
Whether  it's  business  or  pleasure,  all  he 
wants  is  the  best  of  everything,  and  he 
gets  it.  He  claims  he's  not  "Rockefeller 
rich,"  but  a  quick  list  of  just  his  most 
publicly  visible  holdings  adds  up  to  a 
sizable  fortune  by  anybody's  standards: 
Forbes  magazine,  his  motorcycle 
distributorship,  a  40-acre  estate  in  New 
Jersey,  250  square  miles  of  land  in  the 
Sangre  de  Cristo  Mountains  of  Colora- 
do, a  20,000-acre  cattle  ranch  in  Mon- 
tana (managed  by  his  wife,  Roberta),  a 
117-foot  yacht,  a  Christopher  Wren 
mansion  in  London,  a  palace  in  Tangier, 
a  3000-acre  island  in  the  Fijis  ("Why  did 
I  want  an  island  in  the  South  Pacific! 
Doesn't  everybody!"),  Zane  Grey's  old 
home  in  Tahiti,  a  multimillion-dollar 
collection  of  Victorian  paintings  and 
possibly  the  world's  largest  privately 
owned  collection  of  Faberge'  jewelry 
from  czarist  Russia.  Asked  once  if  he 
were  a  defender  of  the  capitalist  system, 
Forbes  smiled  and  replied:  "No.  I'm  a 
beneficiary. " 

To  find  out  what  the  world  looks  like 
to  such  a  jaunty  centimillionaire,  and  to 
get  his  views  on  money  and  capitalism 
and  ballooning  and  motorcycling,  Play- 
boy sent  writer  Larry  DuBois  to  inter- 
view Forbes.  His  report: 

"I  rendezvoused  with  Forbes  at  the 
Hyatt  Regency  in  Los  Angeles,  where 
he'd  rented  a  ballroom  for  the  evening 
and  invited  a  couple  of  hundred  of 
L.A.'s  business  leaders  for  dinner  and  a 


finally  appeared  in  PLAYBOY  Magazine;  Copyright  ©  1979  by  Playboy. 
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A  simple  reminder  of  how 
^eech  Aircraft  has  performed 

the  last  6years. 


Total  sales  up.  Net  income 
up.  Earnings  up.  Productivity  up. 
In  a  nutshell,  that's  what's  been 
happening  at  Beech  Aircraft  the 
last  six  years. 

In  fact,  1978  was  our  sixth 
consecutive  year  of  record  growth 
in  both  sales  and  earnings.  And 
we  began  fiscal  year  1979  with 
our  best  first  quarter  ever. 

What's  really  important, 
though,  is  how  we  achieved  this 
remarkable  growth.  To  begin  with, 
we  build  a  wide  variety  of  prod- 
ucts. Everything  from  2-place 
120  mph  training  airplanes,  to  15- 
seat,  300  mph  corporate  trans- 
ports, to  supersonic  missile  targets 
capable  of  speeds  up  to  Mach  4. 

Each  of  these  products  is  built 
with  the  most  sophisticated  man- 
ufacturing techniques  available. 
Yet  into  each  goes  the  kind  of 
handcrafted  quality  that's  hard  to 
find  these  days. 

Of  course,  quality  products 
alone  can't  guarantee  success.  And 
that's  why  we've  engineered  our 


company  with  the  same  attention 
to  detail,  stability,  and  performance 
that's  gone  into  the  engineering 
of  our  aircraft. 


11973  1974 
Net  sales  ($204  6  $241  6 
Netincome  I $1 0 0  $124 
Dividends    $3.1  $3.6 


1975 
$267  1 
$156 
$4.4 


1978 
$527  5 


1976  11977 
$346  9 1  $41 7  4 
$20.6  $254 
$5.3    |  $7  0 
All  figures  in  millions 


$35  5 


Through  the  years,  this  phi- 
losophy has  helped  us  find  and 
develop  viable  new  markets  for 
our  products. 

Like  the  military.  Recently 
we  became  the  first  general  avia- 
tion manufacturer  in  history  to 
build  an  airplane  that's  been 


selected  for  use  by  all  four  mili- 
tary services.  Soon,  the  Navy 
and  Marines  will  join  the  Army 
and  Air  Force  in  operating  mili- 
tary versions  of  our  Beechcraft 
jetprop  Super  King  Air.  And  the 
Navy  has  selected  another  of  our 
King  Air  models  as  its  primary 
multi-engine  training  airplane. 

All  in  all,  our  defense /aero- 
space revenues  have  increased 
5-fold  in  the  last  5  years. 

And  that's  just  one  example 
of  how  quality  management  and 
quality  products  can  lead  to  record 
growth.  For  more  examples,  write 
for  a  copy  of  our  annual  report  to: 
Beech  Aircraft  Corporation,  Dept. 
K,  Wichita,  Kansas  67201. 

Beech  Aircraft  Corporation 


Beech  builds  quality 
airplanes.  And  vice  versa. 


owing  of  a  documentary  film  written 
d  produced  by  two  of  Forbes's  sons. 
\e  title  of  the  film  is  'Some  Call  It 
eed,'  and  it  turned  out  to  be  a  slick, 
ohisticated  paean  to  the  capitalist  his- 
ry  of  America — primarily  its  tri- 
iphs,  but  acknowledging  its  failures. 
)t  even  Forbes  can  finesse  the  Great 
ipression. 

"It  was  the  13th  time  in  the  past  few 
onths  that  Forbes  had  held  this  eve- 
ig  for  the  cream  of  the  cream  in  big 
ies  across  the  U.S.,  plugging,  as  he 
ways  does,  Forbes  magazine  and  the 
pitalist  system  at  the  same  time.  Al- 
ist  immediately,  I  saw  an  example  of 
5  versatile  personality.  During  dinner, 
sat  next  to  Roy  Ash,  cofounder  of 
'.ton  Industries  and  Director  of  the 
fice  of  Management  &)  Budget  during 
rts  of  the  Nixon  and  Ford  Administra- 
ms;  but  as  soon  as  Forbes  was  free,  he 
nped  up  and  found  his  friend,  the 
ung  editor  of  Cycle  magazine,  and 
znt  several  minutes  talking  excitedly 
out  motorcycles. 

"He's  a  friendly,  unpretentious  man 
th  an  engaging  sense  of  humor,  espe- 
illy  about  himself,  and  I  began  learn- 

I  the  next  morning  how  he's  been  able 
build  his  fortune  and  still  have  so 

ich  spare  time  for  his  hobbies:  energy, 
e  man  is  59  and  he's  still  hard  to  keep 
with.  After  18-hour  days  in  Vancou- 
r,  San  Francisco  and  Los  Angeles,  we 
;re  racing  off  to  the  airport  at  6:30 
i.,  and  the  moment  he  got  settled  in 
;  seat,  he  pulled  out  his  Wall  Street 
lrnal  and  began  circling  and  clipping 
icles,  leaning  over  his  shoulder  to  dis- 
ss  his  reaction  to  the  news  with  Jim 
inn,  the  publisher  of  Forbes 
igazine. 

'As  soon  as  he  finished  reading  the 
oer,  he  said  he  wanted  to  start  the 
erview.  I  turned  on  the  tape  recorder 
the  plane  was  taxiing  and  Forbes 
swered  my  questions  nonstop  until 
5  plane  touched  down  five-and-a-half 
urs  later.  I  didn't  even  have  time  to 
tice  my  lunch.  Reticent,  Malcolm 
rbes  is  not.  Based  on  his  principle  of 
\mming  everything  he  can  into  the 
ie  available  to  him,  he  wanted  to  do 
?  whole  interview  in  one  sitting,  get  it 
zr  with  and  go  on  to  the  next  project, 
was  an  impressive  performance,  even 
mgh  follow-up  questions  at  a  later 
te  were  required. 

'The  next  morning,  at  8:30,  I  arrived 
the  79th  Street  Basin  in  Manhattan 
d  boarded  the  Forbes  yacht  for  a  trip 
the  Hudson  to  the  West  Point  foot- 

II  game,  and  there  was  Forbes,  al- 
*dy  lined  up  with  his  wife  and  two  of 
i  sons  and  a  daughter-in-law,  in  a 
eiving  line  to  greet  their  guests:  the 
ids  of  22  large  corporations,  their 
ves — and  me.  I  had  been  asked  to 
zp  the  yacht  trip  off  the  record,  not 
zause  it  involved  anything  sinister — / 


didn't  hear  a  capitalist  conspiracy  all 
day — but  out  of  respect  for  his  guests' 
privacy. 

"But  I  will  say  that  it  was  a  hell  of  a 
lot  of  fun  being  catered  to  in  such  high 
style — an  exquisite  luncheon  on  the 
way  up,  an  exquisite  dinner  on  the  way 
back.  Forbes  had  told  me  that  he  loved 
using  his  yacht  for  these  football  trips, 
because  after  spending  14  hours  in  such 
a  relaxed  environment  with  such  a 
small  group,  you  have  a  real  feeling 
about  almost  everybody  by  the  end  of 
the  day.  And  it  was  true.  It  was  the 
perfect  way  for  Forbes  president  Mal- 
colm to  sell  the  virtues  of  his  magazine 
as  an  advertising  medium,  and  at  least 
one  way  for  editor  in  chief  Forbes  to  size 
up  the  corporate  leaders  he  reports  on. 

"Tired  but  still  buoyant  at  10:30  that 
night,  Forbes  loaded  his  family  and  me 
into  a  big  station  wagon  and  we  drove 
off  to  his  estate  in  New  Jersey.  By  now,  I 
was  ready  to  sleep  in,  but  early  the  next 
morning  Forbes  woke  me  up  to  show  me 
around  the  place.  I  could  barely  get  out 
of  bed. 

"The  landscape  around  his  home  is 


"We  are  of  use  to  people  who 
want  to  succeed  in  a 
free-enterprise  system. 
We  praise  success.  We  blow 
the  whistle  on  failure. " 


casually  littered  with  balloon  gondolas 
and  one  large  garage  is  filled  with  the 
most  beautiful  motorcycles  I'd  ever 
seen.  After  the  tour,  we  had  a  high- 
spirited  family  brunch,  with  some  of  the 
grandchildren  over  to  visit,  and  then 
Forbes  was  off  again.  Along  with  a  28- 
year-old  friend  who  pilots  his  balloons, 
and  doubles  as  a  security  guard,  we 
drove  Forbes's  little  Honda  Accord  into 
Manhattan,  where  he  dropped  me  off  at 
a  friend's  apartment  and  then  went 
straight  to  Kennedy  Airport  to  take  a 
flight  to  Casablanca.  He  was  going  to 
spend  the  next  two  weeks  riding  bikes 
through  North  Africa  and  Europe.  Like 
his  friends,  when  we  said  goodbye,  I 
sort  of  had  to  shake  my  head  in  bewil- 
derment, too,  at  this  astonishing  cap- 
italist tool. " 

PLAYBOY:  Let's  talk  about  capitalism. 
FORBES:  Great  idea.  One  of  my  favorite 
subjects. 

PLAYBOY:  We  thought  so,  since  you  like 
to  call  your  magazine  a  "Capitalist 
Tool." 

FORBES:  That's  our  slogan.  Karl  Marx 
probably  wouldn't  appreciate  my  sense 
of  humor,  but  he  captured  nicely  the 
essence  of  my  function  and  the  function 
of  the  magazine.  We  are  a  capitalist  tool. 


We  are  of  use  to  people  who  want  to 
succeed  in  a  free-enterprise  system.  We 
praise  success.  We  blow  the  whistle  on 
failure.  We  are  constantly  needling.  It 
sometimes  make  us  unpopular  even  with 
our  own  capitalist  readers,  particularly 
those  who  get  poor  report  cards,  but  it's 
all  based  on  the  premise  that  if  you're 
going  to  serve  the  system,  you'd  better 
be  successful,  and  if  you're  not,  some- 
body better  tell  on  you  before  you  lose 
your  stockholders'  money. 
PLAYBOY:  It's  been  said  that  you  prob- 
ably know  more  chief  executive  offi- 
cers— CEOs  in  Forbes  terminology — of 
corporations  than  any  other  man  in 
America.  What's  your  impression  of  the 
quality  of  top  management  of  American 
corporations  today? 

FORBES:  You'd  expect  that  the  president 
of  a  big  company  should  be  pretty  out- 
standing, and  overall,  the  caliber  of  CEOs 
is  top-rate,  but  there  are  more  mediocri- 
ties in  top  positions  than  you'd  expect. 
True,  they  tend  not  to  last  long,  but  how 
they  get  there  always  amazes  me. 
PLAYBOY:  How  do  they  get  there? 
FORBES:  There's  always  factionalism 
and  politics  in  corporations,  and  very 
often,  you  see  a  CEO  who's  retiring  pick 
a  replacement  who's  been  satisfactory  to 
him  and  for  him,  but  being  a  good  second 
man  is  different  from  being  a  good  top 
man.  It's  funny;  sometimes  the  biggest 
failure  of  a  CEO  is  in  his  choice  of  his 
successor.  My  father  used  to  say  that  he 
never  bought  the  stock  of  a  company 
based  on  its  balance  sheet.  He  always 
bought  management,  based  on  his  per- 
sonal impression  of  the  top  man,  the  guy 
at  the  steering  wheel.  That's  the  reason  I 
make  it  a  point  to  know  all  these  guys.  If 
they're  capable  and  have  the  qualities 
that  fit  the  company  and  the  era  and  the 
industry's  needs  at  the  moment,  that's  of 
far  greater  value  to  a  potential  investor 
than  whatever  reserves  a  company  may 
have  or  how  long  it's  been  in  business. 
It's  easy  to  forget  that  the  benefit  or 
harm  of  decisions  made  today  in  corpo- 
rations, particularly  large  corporations, 
may  not  be  reaped  for  four  or  five  years, 
so  what  you'd  better  know  is  the  caliber 
of  the  man  making  those  decisions  now. 
Those  are  enormous  chips  they're  play- 
ing with,  and  if  they  don't  have  the  abili- 
ty to  make  the  right  decisions  now,  the 
company  is  going  to  eventually  get  into 
trouble.  You've  seen  that  happen  time 
and  time  again. 

PLAYBOY:  In  your  opinion,  how  success- 
ful is  the  system  as  a  whole  these  days? 
FORBES:  The  number  of  jobs  is  at  an  all- 
time  high.  The  average  income  is  the 
highest  it's  ever  been.  A  greater  percent- 
age of  Americans  have  an  equity  in  this 
country  than  ever  before — they  have  a 
piece  of  the  action.  There  are  more  mil- 
lionaires than  ever  before.  For  all  its 
shortcomings,  it's  providing  more  free- 
dom and  well-being  than  any  other  sys- 
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tern  in  history.  It  sure  beats  the  hell  out 
of  the  alternative,  which  is  having  an 
economy  managed  by  the  Government, 
producing  things  to  meet  the  needs  of 
the  state,  not  the  people.  In  short,  I'd  say 
that  business  is  doing  much  better  than 
its  general  image. 

PLAYBOY:  And  its  general  image  isn't 
good,  according  to  most  public-opinion 
polls.  Why? 

FORBES:  I  wish  more  top  executives 
would  stop  hiding  behind  their  PR  de- 
partments and  speak  out  publicly.  We 
need  more  respected  spokesmen  for  the 
free-enterprise  system.  The  public  and 
business  suffer  from  chief  executives' 
timidity.  I  mean,  there  are  guys  who'll 
knock  in  heads  in  board  rooms,  but 
they're  afraid  to  make  public  statements 
that  might  become  controversial. 

In  any  case,  profits  shouldn't  be  the 
sole  measure  of  success.  It's  also  making 
sure  that  not  too  many  people  are  getting 
screwed  by  the  system,  and  that  people 
understand  that  the  system  as  a  whole  is 
working  for  the  benefit  of  the  most  peo- 
ple. I'm  not  suggesting  they  do  that  just 
to  be  nice  to  everybody  but  to  be  damned 
sure  the  system  survives,  and  it  doesn't 
help  if  everybody  thinks  he's  getting  the 
short  end  of  the  stick. 
PLAYBOY:  Surely  it's  not  just  a  matter  of 
better  public  relations.  Corruption  in 
business  also  plays  a  part  in  the  bad  im- 
age corporations  have.  How  do  you  react 
to  the  broad  picture  of  overseas  bribery 
by  American  corporations  that  has  come 
out  in  the  past  few  years? 
FORBES:  I  think  one  of  the  stupidest 
things  we  did  was  to  attempt  to  legislate 
our  morality  about  bribery  abroad.  All 
it's  done  is  cost  thousands  of  Americans 
jobs  and  add  to  the  further  imbalance  of 
trade.  In  this  country,  we're  used  to  pay- 
ing salesmen's  commissions.  That's  tbe 
way  it's  done.  In  the  Arab  countries  and 
in  Europe  and  in  much  of  Asia  particular- 
ly, you're  not  dealing  with  a  sales  organi- 
zation. There's  no  middleman.  You  pay  a 
commission  to  the  fellow  who  orders 
your  planes.  The  salesman  is  the  buyer. 
He  may  happen  to  be  the  Minister  of 
Aviation  and  he  wants  his  commission 
on  the  sale.  But  for  us  to  say  that  if  you 
want  to  sell  planes  overseas  you  can't  pay 
a  dollar  to  a  salesman  there — who  also 
happens  to  be  the  buyer — all  we  do  is  lose 
the  order  to  the  French,  the  Germans  or 
the  British,  who  can  pay  it.  Of  course,  we 
don't  want  to  encourage  bribery,  but  for 
God's  sake,  when  that  is  the  way  that 
countries  do  business — well,  they  have 
to  buy  their  systems  from  somebody  and 
it's  stupid  to  say  we  can't  pay  the  same 
commission  that  everybody  else  does.  It 
takes  us  out  of  competition. 
PLAYBOY:  You  seem  to  be  advocating  an 
everybody-does-it  approach.  And  so, 
based  on  the  example  of  bribery  in  Con- 
gress by  South  Korea — Koreagate — 
wouldn't  you  guess  that  other  countries 


are  doing  the  same  thing  to  our  officials? 
FORBES:  I  think  not.  For  a  simple  rea- 
son. They  expect  to  get  money  from  our 
Government,  not  contribute  to  the  men 
who  run  it.  They  expect  it  to  be  handed 
to  them.  They  don't  have  to  bribe.  All 
they  have  to  do  is  have  a  stable  govern- 
ment and  they  get  handouts  from  us. 
Also,  they're  too  small  and  too  greedy. 

It  was  a  damnfool  thing  for  those  Con- 
gressmen to  take  money  from  the  Kore- 
ans, but  Congressmen  have  to  raise  cam- 
paign money  since  we  don't  allot  them 
election  funds,  which  is  foolish.  Usually, 
they  get  money  from  construction  com- 
panies and  other  direct  beneficiaries.  But 
at  least  here,  bribery  is  a  serious  crime; 
in  those  other  countries,  it  may  or  may 
not  be,  but  that's  the  way  business  is 
done.  When  we  say  no  to  that,  they'll 
take  second  best,  and  all  we've  done  is 
cut  our  own  throats. 
PLAYBOY:  What  do  you  think  is  the 
most  serious  problem  facing  American 
business  today? 

FORBES:  Inflation.  No  doubt  about  it. 
PLAYBOY:  That's  certainly  what's  on 
people's  minds.  Why  are  we  suffering 
this  inflation? 

FORBES:  The  cause  of  inflation  is  not 
some  complicated  piece  of  gobbledygook 
that  nobody  but  an  economist  can  under- 
stand. Very  simply  put:  You  have  a  Fed- 
eral Government  that  for  too  many  de- 
cades has  spent  more  than  it  has  taken  in 
in  taxes.  So  what  does  it  do?  It  prints 
more  dollars.  If  you  print  more  dollars 
than  you've  earned,  they  become  worth 
less,  and  that's  what  we've  been  doing. 
When  Franklin  D.  Roosevelt  started  this 
Keynesian  economic  philosophy,  Gov- 
ernment debt  and  spending  had  a  genu- 
ine and  important  purpose  in  bringing  us 
out  of  the  Depression.  But  here  we  are, 
with  the  economy  for  the  past  few  years 
healthier  than  it's  ever  been,  and  the 
Government  is  still  running  record  defi- 
cits. I  don't  think  Carter  understood  for  a 
long  time  the  ramifications  of  that  for 
the  economy,  and  I  was  nearly  ready  to 
give  up  on  him  altogether.  Fortunately,  I 
think  Carter  has  finally  realized  the  im- 
portance of  working  toward  a  balanced 
Federal  budget. 

PLAYBOY:  Do  you  expect  the  devalued 
dollar  to  make  a  comeback? 
FORBES:  To  where  it  was,  no.  It  will  get 
to  the  point  where  it  is  no  longer  declin- 
ing vis-a-vis  other  currencies,  and  in  ef- 
fect that  will  be  coming  back.  But  we 
will  no  longer  lead  the  toboggan. 
PLAYBOY:  What  sort  of  report  card 
would  you  give  Carter  at  this  point? 
FORBES:  He  hasn't  failed  yet.  In  the 
beginning,  I  was  very  supportive.  We 
have  only  one  President,  and  even 
though  I'm  a  Republican,  I  couldn't  have 
been  happier  than  to  see  him  successful. 
But  he  wasn't.  He  couldn't  get  any  legis- 
lation passed.  He  couldn't  get  anything 
done.  After  a  while,  it  looked  as  though 


he  didn't  understand  who  he  was  ai 
what  the  Presidency  was.  I  mean, 
closed  mind  belongs  in  the  pulpit,  ni 
the  White  House,  and  he  had  to  open  h 
mind.  He  found  that  hard  to  do  becau: 
his  values  were  absolute,  as  born-aga 
Christians'  are  apt  to  be.  Well,  a  convi 
tion  of  righteousness  may  sustain  you 
a  person,  but  it  won't  do  much  for  yoi 
Presidency  if  you  carry  it  too  far.  He  hi 
to  learn  to  settle  for  part  of  the  loa 
rather  than  all  or  none,  because  there  ai 
a  lot  of  guys  a  President  needs,  lil< 
House  Speaker  Tip  O'Neill,  who  wan 
part  of  that  loaf,  too. 

By  the  time  of  the  Camp  David  Sun 
mit,  I'd  become  quite  critical  of  Carte 
But  Camp  David  was  his  resurrectioi 
He  won't  get  all  he  wants — and  his  med 
ation  efforts  with  Begin  and  Sadat  ma 
have  been  a  near  miss — but  from  his  ow 
new  confidence,  he's  going  to  be  moi 
Presidential,  and  that  will  carry  over  int 
his  efforts  to  fight  inflation.  They're  gc 
ing  to  have  more  teeth  as  a  result  of  h: 
new  prestige.  It's  funny,  just  befor 
Camp  David  I  was  ready  to  grade  Cam 
as  a  failure.  I  wrote  an  editorial  predic 
ing  that  Teddy  Kennedy  would  beat  Ca: 
ter  for  the  Democratic  nomination  1 
1980,  but  I  decided  in  a  hurry  after  th 
Summit  not  to  publish  that  then  (see  r, 
57).  I  thought  Kennedy  would  beat  th 
hell  out  of  Ronald  Reagan  on  Electio 
Day,  and  then  everybody  in  business 
including  myself,  who  had  ridiculed  Cai 
ter  because  he  couldn't  get  things  dont 
would  suddenly  be  regretting  a  Presiden 
who  could  get  things  done.  They'd  b 
yearning  for  the  good  old  Carter  day? 
when  nothing  happened.  Kennedy  woul 
be  a  disastrously  effective  President. 
PLAYBOY:  What  do  you  mean  by  disas 
trously  effective? 

FORBES:  I  think  Teddy  Kennedy  has 
deep  conviction  that  business  is  greedy 
nefarious  and  undisciplined. 
PLAYBOY:  All  businessmen  are  sons  d 
bitches? 

FORBES:  That's  what  his  brother  J.F.K 
said  during  his  confrontation  with  th 
steel  companies,  and  Teddy's  the  sam 
way:  Why,  those  sons  of  bitches!  It's  th 
kind  of  attitude  that  one  so  often  finds  ii 
people  who  inherited  a  lot  of  money 
They  feel  guilty  about  their  inheritance 
and  you've  got  to  remember  that  Jo« 
Kennedy  made  much  of  his  money  il 
gambling,  in  liquor,  in  areas  that  kep 
him  from  gaining  real  social  acceptano 
in  the  WASP  world.  The  boys  were  of  it 
at  Harvard  and  Palm  Beach,  but  not  ye 
in  it,  and  there  was  always  a  Kenned] 
chip  on  the  shoulder  toward  business 
particularly  big  business.  If  he  were  ir 
the  White  House,  Teddy  would  probabh 
succeed  where  Jack  failed  in  passing  pu 
nitive  measures  and  taxes,  and  putting  sc 
many  restrictions  and  regulations  on  tht 
conduct  of  business  that  it  would  ieopar 
dize  the  whole  economy.  I  think  he's  £ 
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Use  the  cabinet  that  holds  more  hand  towels 
and  you  II  spend  less  time  refilling  it 


The  less  time  your  maintenance  crew 
spends  filiing  towel  cabinets,  the 
more  time  they  have  for  more  produc- 
tive jobs.  That's  why  we  developed 
our  Super  Singlefold  towel  cabinet 
It  s  a  sure  way  to  free  up  valuable 
maintenance  time  because  it  doesn't 
need  to  be  filled  as  often 


Most  standard  singlefold  cabinets 
hold  about  450  towels.  Our  Super 
Singlefold  cabinet  holds  up  to  1300. 
So  it  can  serve  almost  three  times 
as  many  people  between  refills.  That 
cuts  the  chances  of  run-outs.  And 
reduces  the  required  maintenance 
time  by  more  than  50%. 


See  for  yourself  how  more  towel 
cabinet  can  mean  less  maintenance 
time.  Call  the  Fort.  Dial  (312) 
T-H-E-F-O-R-T.  We  ll  send  one  of  our 
representatives  over  to  show 
you  that  more  really  is  less. 


Fort  Howard  Paper 


Call  the  Fort 


Green  Bay.  Wisconsin  54305 


Call  the  Fori  is  a  s«vfce  mark  ot  Port  Howard  Paper. 


Dial  (312)  T-H-E-F-O-R-T 


The  Budd , 


"If  it  has  wheels  and  moves  products, 


"Our  commitment  to  serve 
the  trucking  industry  has 
been  important  to  us  for 
over  fifty  years.  And  we've 
honored  it.  But  today  it's 
a  whole  new  ball  game!' 
In  the  words  of  Gilbert  F. 
Richards.  Chairman  of  The 
Board  and  Chief  Executive 
Officer,  The  Budd  Company. 
"The  challenge  facing 
trucking  today  has  never 
been  more  important.  The 
energy  shortage,  increasing 
government  regulations, 
rising  costs.  The  solutions 
can  only  be  found  by 
developing  and  using  new 
technologies,  new  materials, 
new  ideas.  And  that's  what 
we're  doing.' 

We  recently  introduced 
a  rugged,  prepainted 
galvanized-steel  trailer  that 


is  30%  more  resistant  to 
punctures  and  buckling 
than  aluminum.  And  the 
industry  agrees,  with  more 
than  10.000  in  use.  Plus, 
we  make  a  complete  line  of 
tough  trailers  capable  of 
long  life  with  low 
maintenance. 


Yet  we  work  with 
aluminum,  too.  We  recently 
helped  design  and  build  a 
heavy-duty  truck  cab  made 
of  aluminum  with  a  glass- 
fiber-reinforced  polyester 
front  end.  These  aluminum 
and  plastic  combinations 
not  only  save  weight  but  are 
heavyweight  rust  and 
corrosion  fighters,  too. 

Other  weight,  corrosion 
and  energy  savers  are 
Budd's  low-shrink  Sheet 
Molding  Compounds 
(SMC).  From  body  and  trim 
panels  to  a  complete  cab 
roof  for  a  farm  tractor,  SMC 
can  be  molded  by  Budd  into 
one-piece  shapes  that  are 
much  lighter,  larger  and 
more  complex  than  any 
metal.  Another  side  benefit 
of  SMC  parts  is  that  they 


Alternative: 


we  probably  made  part  of  it." 


require  less  energy  to  make 
than  any  metal.  In  some 
cases,  half  as  much.  And  in 
an  energy-conscious  world, 
that's  important. 

When  it  comes  to  building 
wheels  that  have  proven 
their  reliability  over  billions 
of  miles,  there's  nobody  like 
Budd.  We  offer  the  most 
complete  line  of  wheels  and 
wheel  parts  for  every 
commercial  vehicle.  And  we 
don't  stop  there.  We're 
testing  wheels  of  aluminum 
and  reinforced  plastic. 
Wheels  that  will  be  as 
strong,  or  stronger 
than  wheels  of  today. 
But  could  weigh  as 
much  as  50%  less. 


We  don't  forget  truckers, 
either.  We  make  a  number 
of  devices  designed  to  help 
warm  engines,  rigs  and 
drivers-from  heaters  and 
warmers  to  frost  shields  and 
defoggers. 

We  also  manufacture  a 
unique  "Fast  Start"  diesel 
fuel  heater  to  permit  year- 
round  use  of  #2  diesel  fuel 
for  improved  fuel  economy. 

And  we  don't  stop  there. 
Through  our  Technical 
Center,  our  Plastics 
Research  and  Development 
Center  and  facilities  at  our 
plant  locations,  we  serve  our 
customers  with  a  wide  range 
of  technical  disciplines  and 
skills-all  helping  to  make 
today's  transportation 
products  even  better  for 
tomorrow.  That's  the  Budd 
Alternative. 


Budd  s  capabilities  — in 
facilities  and  people- keep 
Budd  on  the  move.  And  one 
of  our  great  strengths  is 
adjusting  quickly  to  the  needs 
of  the  trucking  industry.  Our 
experience  in  engineering, 
design  and  testing  is  used 
extensively  by  manufacturers 
and  fleet  buyers  in  all  phases 
of  manufacturing.  From 
blueprint  to  finished  product. 
If  you'd  like  to  know  more 
about  what's  happening  in 
trucking,  write  The  Budd 
Company,  3155  West  Big 
Beaver  Road,  Troy,  Michigan 
48084. 

THE  PROBLEM 
SOLVERS 
FROM  BUDD. 


MM 


We're  going  after  new  markets. 


Cartel  expands  its  scope  of  operations  with  new 
plans,  new  directions  . .  because  we  see 
the  opportunity  to  be  more  than  America's  fifth  latest 
telephone  company.  We  want  a  bigger  share  of  the 
huge  and  fast  growing  communications  business. 

We've  analyzed  the  marketplace  of  the  1980s.  And 
we've  developed  a  plan  of  action  that  focuses  on  the 
businesses  we  should  be  in  tomorrow. 

Centel  is  particularly  interested  in  businesses  involved 
in  communications-related  products  and  services, 
businesses  that  can  expand  and  profit  by  sharing  our  50 
years  of  know-how  in  telecommunications.  We've 
already  entered  a  number  of  promising  growth  areas 


with  the  potential  we're  looking  for.  Like  cable  television. 
And  business  communications  equipment  systems. 

The  Centel  record  is  strong,  steady  growth.  A  rate  of 
growth  that  has  helped  us  pay  increased  dividends 
for  the  past  15  years,  and  compound  earnings  at 
nearly  10%. 

The  best  proof  of  what  Centel  can  do  is  what  Centel 
has  already  done.  Read  about  us  in  our  annual  report. 
Write  to:  Central  Telephone  &  Utilities, 
O'Hare  Plaza, 
5725  East  River  Road, 

Chicago,  Illinois  60631 .  EIMTEL 
CENTRAL  TELEPHONE  &  UTILITIES 


angerous  man.  Not  by  intention;  he's  a 
rarm  human  being  and  his  sympathy  for 
le  have-nots  is  real.  But  I  don't  think 
ou  accomplish  their  betterment  by 
am-stringing  business,  and  I  do  think 
eddy  Kennedy  is  motivated  partly  by 
>me  malice  in  his  heart.  Look  at  Hubert 
Humphrey,  by  contrast.  A  liberal,  Hubert 
as  popular  with  businessmen  even 
lough  he  wasn't  espousing  their  cause.  I 
ad  a  good  friendship  with  him,  thought 
le  world  of  him.  He  would  have  been  a 
bulous  President.  Sometimes  he  went 
^erboard,  but  his  knowledge,  his  enthu- 
asm,  his  genuineness  were  refreshing 
i  somebody  who  aspired  to  the  White 
ouse. 

LAYBOY:  Go  on  with  your  assessment 
:  Carter. 

ORBES:  Well,  as  I  said  earlier,  I  think  in 
le  aftermath  of  Camp  David  his  efforts 
)  fight  inflation,  for  instance,  are  going 
)  have  more  teeth. 

His  veto  of  the  defense  bill — I  thought 
lat  was  a  really  smart  move.  Nobody's 
/ex  done  it  before.  But  look  at  that  air- 
aft  carrier — how  stupid  can  you  get, 
ring  up  two  billion  dollars  in  a  carrier  in 
le  age  of  missiles?  One  missile  could 
ow  the  whole  damn  thing  out  of  the 
ater.  They  say  it's  reasonably  invulner- 
)le.  Sure,  it's  invulnerable — against  the 
ietnamese.  And  carriers  can  be  valuable 
i  bringing  our  power  into  play  in  periph- 
al  situations.  But  against  the  Russians, 
's  just  a  sitting  duck,  meaningless,  a 
)stage  to  fortune.  About  as  capable  of 
ithstanding  a  Russian  attack  as  the 
:venth  Army  in  Europe.  What  that  rep- 
sents  is  a  hostage — to  overrun  it  means 
omic  war  with  the  U.S.  So  Carter's 
:toing  of  that  bill  was  a  good  thing. 
It  was  the  first  glimmer  of  a  gut-felt 
action,  whereas  before,  he  didn't  know 
3W  to  compromise.  Either  he  gave  in  on 
'erything  or  he  tried  to  sweet-talk  or 
ijole  Congressmen.  That  works  to  a 
:gree,  but  only  when  they  realize  you'll 
ve  them  a  left  hook  sometimes, 
here's  a  lot  of  power  that  he's  begin- 
ng  to  learn  how  to  use. 
1AYBOY:  How  did  you  feel  about  his 
cognition  of  China? 
3RBES:  I  was  most  enthusiastic.  It 
ould  have  happened  under  Nixon  if  he 
idn't  been  Watergated.  For  us  to  pre- 
nd  that  Taiwan  was  China  is  the  kind 
absurdity  we  kept  up  longer  with  Chi- 
i  than  with  Red  Russia  after  the  1917 
evolution.  Pretending  that  they  weren't 
lere  wasn't  going  to  make  their  govern- 
ent  go  away. 

^AYBOY:  What's  your  personal  relation- 
lip  with  Carter  like? 
3RBES:  Well,  he's  the  only  President 
ho  ever  came  to  call  on  us  at  the  office, 
bviously,  it  was  long  before  he  was 
esident.  Because  I'm  an  old  friend  of 
ml  Austin's,  the  head  of  Coca-Cola,  I 
as  asked  if  I'd  see  this  ex-governor  of 
eorgia  who  was  running  for  President. 


My  son  Steve  and  I  follow  politics  close- 
ly. He'll  inherit  51  percent  of  the  stock 
and  he'll  be  running  the  business.  Well, 
he  loves  politics.  He  can  tell  you  what  I 
lost  each  county  by  in  every  election. 
He's  a  historian  of  some  merit  and  one  of 
the  best  economists  on  our  staff.  Carter 
came  to  see  us  in  November,  a  few 
months  before  New  Hampshire.  He 
came  with  Jody  Powell,  whose  name 
meant  nothing  to  me  then,  and  a  fellow 
from  Wall  Street.  We  agreed  to  see  him, 
but  can  you  imagine?  An  ex-governor  of 
Georgia  taking  himself  seriously  as  a 
Presidential  candidate?  It  was  absurd.  I 
had  no  editors  in  to  meet  him.  We  didn't 
take  his  picture  sitting  in  my  office.  Ev- 
erybody and  his  brother  signs  my  guest- 
book,  and  I  didn't  even  have  him  sign  the 
guestbook,  for  crying  out  loud,  and  I  have 
a  big  collection  of  Presidential  auto- 
graphs and  letters.  So  now  he's  the  sit- 
ting President  and  I  don't  have  any  auto- 
graphs, any  pictures,  anything.  I  can't 
imagine  the  IRS  questioning  whether 
he's  a  deductible  visitor.  Anyway,  he 
gave  us  his  blueprint,  and  when  he  left 
the  office,  I  said  to  my  son,  "Isn't  it 
amazing  how  a  man  can  delude  himself? 
That's  sad,  because  the  guy  is  sincere  and 
passionate."  I  warned  my  son  that  that 
was  what  can  happen  to  you  when  you 
become  obsessed  by  politics.  I  thought  it 
was  the  perfect  example  of  sincerity  and 
futility  marching  hand  in  hand.  So  my 
personal  relations  with  him — well,  we 
didn't  even  get  his  picture  or  his 
autograph. 

PLAYBOY:  How  about  your  political  am- 
bitions? Having  run  for  the  office  of  gov- 
ernor of  New  Jersey  in  1957  and  lost,  did 
you  ever  aspire  to  Presidential  politics? 
FORBES:  Let's  just  say  I  ran  for  governor, 
and  if  you  scratch  any  governor,  you've 
got  a  President.  Hell,  I'm  glad  I  lost. 
Nothing  could  get  me  back  into  politics. 
As  Carter  and  every  President  before 
him  discovered,  you  can't  do  what  you 
want  to  do  and  you  spend  80  percent  of 
your  time  kissing  ass,  placating  people, 
listening  to  opinions,  many  of  which 
have  little  value.  It's  so  much  more  en- 
joyable to  be  giving  advice  than  to  be 
taking  it. 

PLAYBOY:  Whom  would  you  advise  the 
Republicans  to  run  for  President  in  1980? 
FORBES:  I  don't  know.  Let's  put  it  this 
way.  I'm  not  now  convinced  that  Carter 
is  a  disaster  and  that  any  Republican 
would  be  better.  In  other  words,  I  see 
hope  for  Mr.  Carter  doing  the  right  thing. 
To  me,  his  Camp  David  accomplish- 
ments cannot  be  exaggerated  and  I'm 
impressed  with  the  way  he  finally  bit  the 
bullet  on  curbing  inflation.  If  he  ends  up 
spending  less  and  brings  in  a  budget  that 
is  foreseeably  in  balance,  I  think  the  man 
may  offer  far  more  than  some  Republi- 
can candidates  might.  Time  and  again, 
I've  found  it  hard  to  swallow  a  Republi- 
can candidate,  and  in  the  privacy  of  the 


voting  booth,  I  didn't  always  do  it.  The 
majority  of  people  lean  to  the  Democrat- 
ic Party  because  it  is  a  party  of  greater 
awareness  and  greater  conscience,  and 
the  voice  of  the  Republican  Party  is  often 
the  voice  of  reaction. 
PLAYBOY:  Do  you  by  any  chance  have  in 
mind  Ronald  Reagan? 
FORBES:  Depending  on  how  Mr.  Reagan 
defines  himself,  he  may  not  be  the  best 
answer  for  the  country.  And  I'll  tell  you 
that  I  thought  Goldwater's  nomination 
was  bad.  I  thought  he  was  out  of  step 
with  the  times  and  his  election  would 
not  have  been  good  for  the  country.  The 
Republican  label  is  endangered,  in  my 
judgment,  because  often  the  people  who 
call  themselves  conservatives  are  merely 
using  a  polite  description  for  reactionary. 
PLAYBOY:  How  would  you  label  yourself 
politically? 

FORBES:  An  intelligent  conservative, 
but  in  the  normal  sense  of  the  nomencla- 
ture, I  suppose  that  would  make  me  a 
liberal.  On  social  issues,  for  instance,  I 
think  that  not  legalizing  abortion  is  an 
abortion.  To  outlaw  that  strikes  me  as  a 
really  arrogant  political  presumption.  I 
can  respect  the  beliefs  of  those  for  whom 
it's  a  religious  conviction,  but  it  doesn't 
have  a  place  in  law.  It  has  a  place  in 
conscience.  That's  a  decision  for  people 
to  make  out  of  personal  conviction,  not 
legal  necessity.  In  terms  of  the  Govern- 
ment and  the  economy,  I  simply  think 
that  the  way  you  conserve  what  you  val- 
ue is  to  anticipate  change,  and  if  you're 
not  in  the  vanguard,  at  least  be  flexible 
and  open  to  the  nuances.  You  don't  pre- 
serve by  dropping  roadblocks  in  the  path 
of  change.  So  that's  a  long-winded  defini- 
tion of  what  I  mean  by  liberal,  which  is 
really  intelligent  conservatism. 
PLAYBOY:  Teddy  Kennedy  would  label 
himself  a  liberal,  too,  yet  you  fear  his 
approach. 

FORBES:  A  lot  of  the  costly  things  he 
advocates  are  desirable  goals.  But  he 
would  have  us  do  vastly  more  good 
things  than  we  can  afford  to  do  right 
now — that's  what  got  us  into  this  infla- 
tionary jam  we're  having  right  now.  His 
national  health-insurance  program  is  an 
appealing  idea  until  you  weigh  the  costs 
against  the  benefits.  And  the  $20,000-a- 
year  wage  earner  is  realizing  that  he 
wants  to  give  the  Government  less,  and 
get  less  from  the  Government.  Kenne- 
dy's health-insurance  program,  as  well  as 
being  an  administrative  mess,  would  be 
leading  us  in  exactly  the  opposite 
direction. 

PLAYBOY:  But  in  theory,  the  poor  would 
certainly  benefit. 

FORBES:  That's  only  in  theory,  to  begin 
with,  and  I'm  not  advocating  that  the 
poor  be  ignored.  Kennedy  wants  to  help 
the  poor  and  so  do  I,  but  I  don't  think 
making  them  even  more  dependent  on 
Government  largess  and  inefficiency  is 
the  way  to  go  about  it.  My  concern  for 
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Nature 
is  an  artist  of 
simplicity 

:|f  So  are  we. 

Government  should 

strive  to  improve  business  conditions,  not  hinder 
them.  So  Georgia  has  found  a  way  to  preserve 
our  natural  resources,  yet  still  be  responsive  to 
private  enterprise.  It's  our  one-stop  environmen- 
tal permitting  service.  Which  lets  you  go  to  a 
single  state  agency  for  all  required  state  and 
federal  EPA  permits.  Simply  speaking,  we've 
cut  the  red  tape.  Creating  a  healthy,  productive 
environment  ior  everyone.  For  more  information, 
including  confidential  site  selection  assistance, 
call  or  write:  W.  Milton  Folds,  Commissioner, 
Georgia  Department  of  Industry  «Sc  Trade. 
404/656-3556,  P.O.  Box  1776,  Atlanta,  Georgia 
30301,  Dept.  DR-96. 


Profit  from 
our  experience 

Rockefeller  Center 
Construction  Corporation 


Leadership  in 


Quality  construction 

specialists  for  over  forty-five  years: 

□  Building  construction  and 
modernization 

□  Retrofitting 

□  Initial  tenant  installation 

□  Construction  management 

□  Construction  consulting 

Rockefeller  Center 
Construction  Corporation  Offices 
Headquarters 

1230  Avenue  of  the  Americas  - 
New  York,  NY  10020 
Telephone  (212)  489-4411 

Washington.  DC 

1629  K  Street.  N  W. 
Washington,  DC  20006 
Telephone  (202)  659-2761 

Los  Angeles 

555  South  Flower  Street 
Los  Angeles.  CA  90071 
Telephone  (213)  620-1888 

San  Francisco 

244  Pine  Street 

San  Francisco.  CA  94104 

Telephone  (415)  777-4788 

A  Rockefeller  Realty  Group  Company 


Young  Radiator  Company  has 
built  an  enviable  record  for  more 
than  50  years  of  supplying 
America's  leading  firms  with 
quality  Heat  Transfer  Equip- 
ment. And  we're  ready  to  accept 
new  challenges.  Ask  about  our 
three  modern  plants  .  .  .  our 
engineering  service.  Write  or 
call  (414)639-1010. 

Radiators*  Heat  Exchangers 
Oil  Coolers  •  Unit  Heaters 

Y> 

IBB  RADIATOR  COMPANY 

f       2825  Four  Mile  Road 
Racine.  Wisconsin  53404 


the  poor  is  as  real  as  anybody's,  if  no1 
more  so,  because  when  you  have  si 
much  of  this  world's  goodies  and  havi 
been  blessed  with  so  much  of  the  besi 
that  this  life  has  to  offer,  if  you're  wortt 
a  damn,  you'll  have  heightened  aware 
ness  of  those  who  don't  have  it  so  good 
But  fortunately,  those  numbers  are  geti 
ting  smaller  in  this  country.  The  percent 
age  isn't  anywhere  near  as  large  as  it  wai 
in  Franklin  Roosevelt's  day,  when  then 
literally  was  an  ill-housed,  ill-fed,  ill 
clothed  one  third  of  the  nation  The  sys 
tern  has  responded  to  that,  and  ever) 
though  the  problems  are  still  real  anc 
crying  ones  in  urban  areas  and  amonj 
blacks  and  chicanns  and  Puerto  Ricans 
the  fact  is  that  today  in  America,  then 
are  more  people  earning  and  spending 
money,  and  more  goods  and  service; 
available  than  ever  before.  The  free-en' 
terprise  system  basically  works.  And 
don't  think  you  accomplish  the  better 
ment  of  those  who  are  not  yet  sharing  ir 
its  rewards  by  crippling  the  system  ei- 
ther by  overtaxation  or  by  over-regula 
tion  of  every  move  a  business  makes. 

I  think  the  overwhelming  maionty  oi 
people  are  coming  to  that  same  conclu- 
sion. They  may  disdain  business,  but 
they  recognize  that  government  is  the 
problem.  The  threat  is  not  the  corporate 
guy;  the  threat  is  a  government  thai 
leaves  no  income,  that  hamstrings  oui 
productive  capacity  by  taxing  away  the 
incentive  to  develop  it  even  more  fully 
There's  a  revolt  in  this  country  againsl 
government  spending,  symbolized  by 
what  happened  with  Proposition  13  ir 
California.  People  don't  want  to  pay  as 
much  tax,  that's  all  there  is  to  it. 
PLAYBOY:  Still,  while  most  people  may 
feel  they  are  getting  screwed  by  taxes 
they  also  feel  that  wealthy  people  anc 
large  corporations  can  manipulate  the 
tax  laws— and  benefit  by  them. 
FORBES:  It's  not  a  matter  of  manipulat- 
ing the  tax  laws.  It  isn't  evasion  of  taxes 
by  the  rich.  It's  that  the  rich  can  mini- 
mize their  taxes  by  doing  things  they 
shouldn't  be  discouraged  from  doing, 
even  though  it  results  in  their  paying,  on 
a  huge  income,  proportionately  far  less 
tax  than  what  somebody  pays  on 
$20,000  a  year.  But  that  isn't  a  result  ol 
machination  or  iniquity.  There  are 
sound  social  reasons  for  the  deductions 
available  to  the  wealthy,  and  let's  face  it: 
Who  the  hell  wants  to  pay  more  taxes 
than  he  has  to?  Only  an  ass.  If  you  have 
money,  you  can  give  it  away,  for  in- 
stance, to  socially  worthwhile  causes,  in- 
stead of  having  the  government  take  it. 
You  wouldn't  want  to  change  the  law  on 
that,  would  you? 
PLAYBOY:  Charitable  contributions 
weren't  what  we  meant.  We  were  refer- 
ring to  that  feeling  among  the  public  that 
Carter  captured  in  his  attacks  on  the 
deductible  "three-martini  lunch." 
FORBES:  There's  a  social  purpose  behind 
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IUs  dividend  payout  has  increased 
for  34  consecutive  years. 


1944 


1955 


1966 


1978 


Again  in  1978,  shareholders  of  IU 
International  received  a  higher  dividend 
payout.  The  1978  payment  of  92.5  cents 
per  common  share  represents  the  34th 
consecutive  year  of  continuous  growth  in 
per-share  payout  to  IU  shareholders.  The 
indicated  dividend  payout  for  1979  is  95 
cents  per  share. 

IU,  which  had  revenues  of 
$2.5  billion  in  1978,  is  diversified 


in  land  transportation,  ocean  shipping, 
utility  services,  industrial  products  and 
services,  distribution,  and  agribusiness 
markets. 

For  a  copy  of  our  1978  annual  report 
and  our  dividend  reinvestment  brochure, 
write  to  Corporate  Affairs  Dept.  F,  IU 
International,  1500  Walnut  Street, 
Philadelphia,  PA  19102.  (NYSE 
Symbol:  IU) 


International 


any  deductible  expense.  It  furthers  the 
purpose  of  the  business.  To  knock  out 
deductions  that  help  a  business  grow  is 
just  grabbing  the  short-term  buck,  and 
nobody  could  succeed  in  business  very 
long  grabbing  the  short-term  buck  the 
way  the  IRS  would  like  to.  It's  a  dumb 
approach.  They  say,  "Gee,  if  you  couldn't 
deduct  this  and  that,  you'd  pay  more 
taxes."  Sure,  but  your  business  might  be 
half  as  big  next  year  and  everybody's 
worse  off. 

Don't  ever  think  the  IRS  is  out  to 
make  it  easy  on  the  rich.  It's  my  experi- 
ence that  those  guys  are  out  to  get  you 
for  every  nickel  they  can.  They  go  over 
my  returns  every  year  with  a  fine-tooth 
comb.  It's  a  constant  battle  in  big  busi- 
ness, even  small  business,  and  it's 
reached  the  point  where  the  amount  of 
time  spent  in  figuring  out  how  to  best 
structure  your  business,  given  the  com- 
plexity of  the  tax  laws,  is  probably  great- 
er than  that  spent  in  conducting  basic 
business. 

When  the  decisions  made  in  a  big 
company  employing  tens  of  thousands 
of  people  and  involving  the  investment 
of  huge  amounts  of  capital  are  all  related 
to  the  tax  laws,  then  it's  almost  self- 
defeating.  It  warps  the  whole  economy. 
That's  why  the  reduction  in  capital- 
gains  taxes  was  a  good  thing.  Congress 
understood  something  that  Mr.  Carter 
didn't,  which  is  that  this  wasn't  strictly 
a  rich  man's  ploy. 

PLAYBOY:  Would  you  agree,  though,  that 
most  of  the  benefits  certainly  accrue  to 
the  rich,  since  they're  the  ones  with  the 
capital  earnings  now  being  taxed  at  a 
lower  rate? 

FORBES:  Substantial  benefits  will  accrue 
to  the  rich  and  to  those  with  the  money 
to  invest  even  if  they  are  not  really 
wealthy.  But  under  the  old  law,  people 
stopped  selling  something  in  which  they 
had  a  profit  coming  because  the  tax  was 
so  high.  That  was  warping  the  economy 
and  knocking  out  some  of  our  entrepre- 
neurial drive.  So  it's  true  that  people  of 
means  get  the  most  benefits.  But  the 
impetus  to  reduce  the  capital-gains  tax 
came  from  middle-class  groups — older 
people  with  small  portfolios,  home  sell- 
ers—discovering their  profit  was  taxed 
as  normal  income.  A  lot  of  smaller  people 
wanted  the  law  changed  so  that  they 
could  receive  a  return  commensurate 
with  the  extra  risk  involved  in  their  in- 
vestments, rather  than  leaving  their 
money  sitting  in  banks.  In  short,  the  rich 
have  very  little  clout  on  a  popular  issue  in 
Congress,  and  Congress  passed  this  de- 
spite the  President's  flag-waving  about 
the  bill  benefiting  only  the  rich.  And  the 
reason  Congress  did  that  is  because  it 
discovered  that  the  bulk  of  its  constitu- 
ents wanted  it  that  way. 
PLAYBOY:  The  IRS  statistics  say  that  the 
majority  of  wealth  in  this  country  is  con- 
trolled by  about  two  percent  of  the  popu- 


lation. Just  as  a  matter  of  simple  eco- 
nomic efficiency,  don't  you  feel  the 
wealth  in  this  capitalist  system  is  too 
concentrated? 

FORBES:  That's  totally  asinine.  It  was 
more  concentrated  back  when  you  had  a 
few  men  controlling  the  big  outfits  like 
U.S.  Steel.  Jesus!  Who  owns  all  the 
stocks  in  this  country?  Pension  funds  are 
the  biggest  stock-owning  institutions. 
The  concentration  is  not  in  the  hands  of 
individuals  today;  it's  in  the  hands  of 
institutions.  It's  nothing  like  it  was  at 
the  turn  of  the  century,  when  you  had  a 
few  rich  people,  and  through  them  inter- 
locking boards  of  directors  and  a  few  key 
industrial  concerns,  such  as  the  J. P.  Mor- 
gan firm. 

PLAYBOY:  The  wealth  may  be  in  the 
hands  of  institutions,  but  that  doesn't 
answer  the  question  about  undue  con- 
centration of  wealth. 
FORBES:  Insurance  companies  and  trust- 
ees of  pension  funds  and  the  like — these 
people  control  the  bulk  of  stocks,  but 
they're  not  allowed  to  control  the  com- 
panies they  invest  in.  They  are  only  al- 
lowed to  concern  themselves  with  the 


"There  are  top  executives 
who'll  knock  in  heads  in  board 
rooms,  but  they're  afraid  to 
make  public  statements  that 
might  become  controversial" 


soundness  of  the  investment  itself,  and 
most  of  these  trustees  are  not  rich. 
They're  high-salaried  but  not  wealthy  in 
the  old  turn-of-the-century  sense.  It  isn't 
their  money  involved.  It's  the  money  of 
millions  of  others. 

PLAYBOY:  But  the  Rockefellers,  the  Du 
Ponts,  the  Mellons,  the  Hunts — you  take 
a  half-dozen  families  like  that  and 
wouldn't  you  guess  that  they  own  or 
control  many,  many  billions  in  assets? 
FORBES:  That's  no  longer  true.  Those 
very  families  you've  named  no  longer 
control  a  significant  or  appreciable  per- 
centage of  the  nation's  wealth.  The  foun- 
dations and  special  funds  they  set  up  to 
avoid  confiscatory  taxes  changed  all  that. 
For  instance,  these  foundations  can  no 
longer  hold  substantial  equity  in  the 
stock  of  the  company  they  were  founded 
with.  Under  law,  they  have  to  decontrol. 
Take  David  and  Nelson  Rockefeller: 
Their  prestige  vastly,  vastly  exceeds  any 
direct  control  that  they  or  all  the  Rocke- 
fellers have.  David  may  have  more  con- 
trol than  other  wealthy  people  because 
he's  the  head  of  a  major  bank.  But  he 
doesn't  get  to  go  into  the  trustee  depart- 
ment and  tell  them  to  buy  and  sell  this 
and  that.  Most  of  the  families  you  men- 
tioned are  not  interlocked,  not  interrelat- 


ed. They  are  often  preying  on  one  . 
other  when  it  comes  to  investments  a 
control  of  companies.  Remember,  th< 
families  have  now  passed  through  two 
three  generations  of  inheritance  tax 
and  the  only  way  any  really  big  hunks 
their  money  have  survived  is  throu 
trusts  and  foundations,  and  those  are  r 
orously  controlled  by  the  Federal  G( 
ernment.  Henry  Ford  is  a  perfect  exa 
pie.  He  doesn't  even  agree  with  t 
direction  of  the  Ford  Foundation,  but 
can't  do  anything  about  it.  Iri  short,  tl 
whole  idea  is  a  tribute  more  to  a  m> 
than  to  the  facts. 

PLAYBOY:  The  image  of  capitalism, 
ambivalent  as  it  is  today,  has  at  le; 
softened  somewhat  by  comparison  wi 
what  young  people  were  saying  about 
in  the  Sixties.  Why? 
FORBES:  During  the  Twenties,  when  t 
erybody,  including  the  shoeshine  bo- 
was  making  money  in  the  stock  mark 
businessmen  were  seen  as  magiciai 
Before  that,  when  they  were  "robber  b. 
ons,"  everybody  was  in  awe  of  the 
What  they  accomplished.  Senators  we 
elected  by  legislators  in  many  states,  a 
they  could  buy  seats  for  their  favorites 
PLAYBOY:  The  best  government  mon 
could  buy. 

FORBES:  Right.  Businessmen  had  t 
power.  Then  in  1929,  all  that  collaps 
because  businessmen  were  large 
blamed  for  unemployment,  for  the  ii 
tones  closing,  for  the  policies — such 
economic  isolation — that  contributed 
the  Depression.  Businessmen  never  1 
covered  from  that  plunge.  During  Woi 
War  Two,  our  productive  accomplis 
ments  gave  them  a  new  status,  partic 
larly  when  the  production  men  were  t 
heads  of  companies  because  they  cou 
organize  the  line  that  produced  7000  a 
planes  a  month.  So  businessmen's  rep 
tations  were  somewhat  rehabilitate 
But  then,  during  the  late  Forties  and  F 
ties,  there  was  a  lot  of  sleight  of  hai 
that  went  on  in  the  business  world.  I 
stead  of  the  expected  recession,  the 
was  growth,  and  the  feeling  that  a  bu; 
nessman  was,  by  definition,  an  exploit 
grew,  too.  Profit  was  seen  as  somethn 
wrung  from  the  sweat  of  workers.  Th 
sort  of  thing  has  been  a  prevailing  philc 
ophy  of  many  people,  especially  tho 
who  teach.  In  the  academic  world,  the 
was  a  great  degree  of  mutual  disrespec 
A  businessman  was  a  grubby  exploite 
the  academician  was  the  one  wr 
couldn't  earn  a  living,  so  he  taught. 

True  to  some  degree  in  both  cases,  bi 
what's  changed  in  the  past  few  years 
that  more  people  are  going  to  college,  ar 
with  the  growth  of  Federal  educatic 
programs  that  made  possible  these  ne 
colleges,  the  administrators  and  profe 
sors  suddenly  discovered  what  busines 
men  had  been  talking  about  with  rega 
to  Government  overregulation  and  inte 
ference.  Academics  suddenly  discovert 
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In  less  than  a  minute, 
they'll  be  in  hot  water. 
With  help  from  Grumman. 


When  Mom  catches  sight  of  her  kids, 
it  will  be  into  the  washer  with  their 
clothes.  And  off  to  the  showers  with  them. 

They'll  all  be  in  economical  hot  water, 
thanks  to  the  sun  and  a  Grumman 
Sunstream™  solar  hot  water  system. 

Sunstream  traps  the  sun's  energy  in 
simple  roof-mounted  collectors  and  uses 
it  to  supplement  the  existing  hot  water 
system.  Best  of  all,  Sunstream  can  reduce 
an  average  family's  water  heating  bill  by 
as  much  as  50%. 

If  just  10%  of  homes  in  the  U.S.  were 
equipped  with  Sunstream  systems,  the 
annual  energy  savings  would  amount  to 
the  equivalent  of  400  million  gallons  of 
fuel  oil.  And  homeowners  now  enjoy  a 
30%  tax  rebate  for  faster  payback  than 
ever  before. 


Sunstream.  Developed  with  the 
reliability  that  goes  into  everything 
we  make. 

From  our  aerospace  systems,  such  as 
the  unsurpassed  F-14  Tomcat,  to  our 
diverse  product  lines.  Including  Pearson 
yachts,  our  comfortable,  reliable  Flxible 
870 K  transit  bus,  and  Dormavac,  a  new  way 
to  store  and  transport  perishable  com- 
modities without  freezing. 

We're  Grumman.  We're  technology, 
performance  and  reliability.  Grumman 
Corporation,  Dept.  GCP,  Bethpage, 
New  York  11714. 


GRUMMAN 


The  reliable  source 


Many  of  America's 
mightiest  structures 
were  built  by  people 
wearing  our  hard  hats. 


There  are  many 
U.S.  Steel  people  who 
have  spent  their  working 
lives  on  the  "high  iron"  — 
putting  up  most  of  the 
great  bridges  in  this  country 
and  dozens  of  the  buildings 
that  are  landmarks  across 
the  nation. 

Our  American  Bridge 
Division,  U.S.  Steel's  construc- 
tion arm,  has  fabricated  and 
erected  the  San  Francisco- 
Oakland  Bridge,  the  Mackinac 
Bridge  in  Michigan  and  the  New 
River  Gorge  Bridge  in  West  Vir- 
ginia—to name  a  few. 

The  steel  work  for  Chicago's 
Sears  Tower,  the  world's  tallest  build- 
ing, is  theirs  as  is  New  Orleans' 
Superdome.  And  the  United  Nations 
Complex  in  New  York. 

They  also  fabricate  less  famous  but 
vital  structures,  such  as  towers  for  long- 
distance electrical  transmission,  giant 
storage  tanks— even  barges  for  bulk  cargoes. 
For  their  remarkable  courage,  know- 
how  and  technical  accomplishments,  the 
people  in  our  American  Bridge  Division  are 
hard  to  beat.  They  do  big  things  with  our  steel. 

Capability. 

Its  one  of  our 
strengths. 


United  States  Steel,  600  Grant  St.,  Pittsburgh,  Pa.  1 5230 


A  generalist  among  otherwise  highly  specialized  forestry  equipment 
our  110-hp  bulldozer  brings  the  advantage  of  hydrostatic  drive  to  a 
number  of  woodlands  jobs.  Clearing,  earthmoving,  and  tree  skidding 
impose  widely  varied  power  demands,  met  here  by  an  infinite  range  of 
transmission  speeds.  The  further  fact  that  speed  ratios  are  optimized, 
second  by  second,  may  qualify  JD750  as  a  specialist  only  in  produc- 
tivity. Your  inquiries  are  welcome.  John  Deere,  Moline,  Illinois  61265 


merits  of  free  enterprise,  as  it  per- 
led  to  education.  With  this  vast  fund- 
,  Princeton  could  have  its  cyclotrons 
1  Harvard  could  have  a  new  depart- 
nt  and  city  colleges  could  have  schol- 
hip  funds.  But  it  wasn't  long  before 
le  bureaucrat  came  along,  saying, 
ow,  do  you  have  equal  facilities?  Are 
1  discriminating  against  blacks? 
lat's  your  minority  mix?"  All  legiti- 
te  questions,  but  putting  your  subsidy 
gram  in  danger  unless  you  spend  your 
:rgy  worrying  about  this  and  that  and 
ry  other  thing.  Strings  follow  money, 
d  there's  nothing  like  curbing  a  de- 
tment  head's  freedom  to  make  deci- 
is  to  suddenly  turn  him  into  an  advo- 
e  of  free  enterprise.  Lots  of  guys 
ved  rightward  on  the  spectrum  after 
t  happened. 

ffBOY:  You  seem  to  be  suggesting  it 
y  almost  be  chic  for  young  business- 
n  to  quote  General  Motors  president 
arles  Wilson,  who  once  said,  "What's 
it  for  General  Motors  is  right  for  the 
intry." 

IBES:  Engine  Charley  was  right;  he 
:  should  have  reversed  the  sequence, 
now  people  understand  better  what 
was  trying  to  say.  This  great  mass  of 
fessors,  instead  of  deploring  the  obvi- 
shortcomings  and  injustices  of  the 
tern — and  those  are  a  percent  of  the 
ale — discovered  the  alternative, 
ich  has  to  be  Government  supervi- 
1,  redistribution  of  wealth,  socialism, 
m't  mean  socialism  as  a  generic  con- 
mation.  It  isn't.  There  are  some 
igs  that  are  properly  public-owned. 
i  Postal  Service  is  a  bad  example,  but 
Government  supposedly  has  to  take 
mails  to  the  rural  areas, 
ut  more  education  gave  people  more 
ilties  to  dispute  a  professor's  ideas, 
it  helped.  And  the  biggest  single  thing 
t  happened  is  that  a  greater  percent- 
of  Americans  do  have  an  equity  in 
country  now.  They  have  a  piece  of 
action.  The  average  income  in  this 
ntry  is  higher  than  it  ever  was.  The 
nber  at  the  poverty  level  is  smaller 
a  it  ever  was.  The  number  of  jobs  is 
iter  than  it  ever  was.  The  number  of 
lionaires  is  greater  than  ever  before, 
i  there's  been  publicity  given  to  new 
might  millionaires  by  such  publica- 
is  as  Playboy,  writing  up  the  success- 
young  guys,  even  the  rock  stars  who 
making  more  money  than  the  presi- 
t  of  Ajax  Corporation  ever  did.  What 
t?  It's  free  enterprise.  It's  incentive, 
reward.  It's  fun.  It's  exciting.  So  ev- 
kid  has  a  chance.  He  doesn't  have  to 
interested  in  business.  He  doesn't 
e  to  want  to  step  on  all  the  feet  and 
nb  up  the  ladder  to  the  top  of  a  corpo- 
on.  He  couldn't  care  less.  But  Jesus, 
does  like  the  idea  that  the  music  he's 
ening  to  has  made  guys  rich.  He's 
led  on  by  freedoms  as  never  before, 
i  he's  aware  of  his  power  and  the 


importance  of  his  freedom.  The  threat  to 
him  is  not  the  corporate  guy  he  deplores. 
The  threat  is  a  Government  that  leaves 
him  no  income,  or  says  80  percent  of 
America  has  to  be  a  public  park  and 
nobody  can  motorcycle  in  79  percent  of 
those  parks.  Jesus,  this  is  his  lifestyle 
they're  talking  about. 
PLAYBOY:  And  your  lifestyle,  too.  Al- 
though you  don't  fit  most  people's  image 
of  a  devoted  biker. 

FORBES:  I  wasn't  until  I  was  50.  It  hap- 
pened just  by  coincidence.  One  of  the 
guys  who  worked  for  me,  a  chauffeur,  a 
neat  guy,  wanted  to  buy  a  motorcycle 
and  asked  if  he  could  borrow  the  money 
from  me.  Well,  I  told  him  what  most 
people  would  have  told  him,  that  motor- 
cycling is  dangerous  and  foolish  and  that 
he  shouldn't  do  it.  Being  a  sensible  man, 
I  tried  to  talk  him  out  of  it.  But  he  went 
ahead  and  bought  one  anyway  and  he 
gave  me  a  ride  one  day,  and  the  next 
thing  I  knew,  I  was  buying  so  many 
motorcycles  for  myself  and  my  sons,  I 
decided  I'd  better  find  a  way  to  get  them 
wholesale.  So  I  bought  a  shop  in  New 
Jersey  and,  as  well  as  saving  me  money 
on  my  own  bikes,  it's  become  a  sizable 
distributorship.  So  now  I've  got  the  best 
of  both  worlds.  I  sell  them  and  I  ride 
them.  I  love  motorcycles. 
PLAYBOY:  What  is  it  you  love  about 
them? 

FORBES:  Traveling  on  a  bike  is  invari- 
ably a  delight.  I  love  the  exposure  to  the 
elements,  being  part  of  them  instead  of 
boxed  off  from  them,  the  way  you  are  in 
a  car.  It  heightens  every  one  of  your 
senses.  Your  vision  is  better.  Your  con- 
centration is  better.  You're  taking  more 
in  every  moment.  It's  terrifically  invigor- 
ating. Your  mind  is  working  on  a  differ- 
ent beam — all  your  awarenesses  are 
heightened  in  a  way  they  aren't  in  an 
office,  at  the  desk,  on  the  job.  You're  like 
somebody  skiing  down  a  slope:  totally 
turned  on.  I've  done  some  of  my  best 
thinking  on  a  motorcycle.  The  one  prob- 
lem, I've  discovered,  is  that  it's  rather 
difficult  to  jot  down  your  thoughts  on  a 
note  pad  at  70  miles  an  hour,  so  the 
terrific  new  ideas  you  get  are  usually 
gone  with  the  wind  by  the  time  you  stop, 
but  some  of  them  stay.  The  people  who 
work  for  me  know  they'll  be  flooded 
with  memos  and  queries  about  my  brain 
storms — or  brainless  storms,  as  some  of 
them  would  say — from  my  bike  trips. 
PLAYBOY:  How  many  miles  did  you  cov- 
er on  your  last  bike  trip? 
FORBES:  Just  about  a  thousand.  I  had 
two  of  my  favorite  bikes  stored  at  my 
place  in  Tangier,  and  I  wanted  them 
moved  up  to  my  office  in  Munich  for  a 
trip  I'm  planning  this  spring,  and  I  decid- 
ed I'd  just  take  a  friend  and  move  them 
on  up  ourselves.  So  we  flew  to  Casablan- 
ca, picked  up  the  bikes  in  Tangier  and 
rode  across  Morocco  and  through  Alge- 
ria. I  especially  wanted  to  drive  through 


Algeria  because  I'd  never  been  there  be- 
fore, and  it's  a  fascinating  country,  not 
connected  to  the  Western  world  and  not 
friendly  with  its  neighbors.  It's  like 
they're  suspended  in  time  between  what 
they  have  been  and  what  they  want  to 
become.  You  get  a  greater  sense  of  pover- 
ty there  than  in  the  rest  of  North  Africa, 
because  Algeria,  having  gone  through  a 
long  and  bloody  revolution  to  get  its  in- 
dependence and  having  a  government 
that  is  virtually  Communist,  has  less 
trade  with  the  rest  of  the  world.  The 
shops  are  threadbare,  with  little  in  them 
other  than  necessities.  There  are  very 
little  of  the  luxury  items  we  tend  to  take 
for  granted.  As  in  the  Iron  Curtain  coun- 
tries, production  isn't  things  for  people; 
it's  things  for  the  state. 
PLAYBOY:  How  did  people  react  to  a  rich 
American  motorcyclist? 
FORBES:  There  don't  happen  to  be  many 
Forbes  magazine  subscribers  in  Algeria, 
so  my  name  doesn't  mean  anything.  The 
reaction  I  got  was  to  being  an  American, 
not  to  which  American  I  am,  and  their 
premise  was  that  all  Americans  are  sus- 
pect capitalists.  Fortunately,  most  of  us 
are.  We're  accused  of  being  what  we're 
happy  to  be.  But  the  people  were  excep- 
tionally friendly  anyway.  The  bikes  were 
a  big  turn-on  for  them  because  they're 
big  street  bikes,  and  that's  a  sight  they 
rarely  see.  What  motorcycles  they  do 
have  there  tend  to  be  of  low  c.c.s. 
PLAYBOY:  What  were  you  riding? 
FORBES:  I  had  a  big  nifty  black  Harley — 
without  saddlebags — running  1200  c.c.s, 
a  real  hog.  But  cool.  Mag  wheels,  all  the 
latest. 

PLAYBOY:  What  do  those  bikes  cost? 
FORBES:  Oh,  I've  got  bikes  that  run  up- 
wards of  $12,000. 

PLAYBOY:  To  most  people,  that  would 
seem  like  a  lot  of  money  for  a 
motorcycle. 

FORBES:  It  is.  But  it's  not  just  rich  old 
goats  like  myself  who  have  those  won- 
derful machines.  People  who  are  into 
bikes  are  like  people  who  are  into  rock 
music.  They  may  not  have  much  else, 
but  they'll  have  the  top-of-the-line 
speakers,  even  if  it  means  laying  out  a 
month's  wages.  They'll  pay  anything 
they  can  get  their  hands  on  for  tickets  to 
the  best  concerts.  So  the  top-of-the-line 
bikes  are  bought,  just  as  often  as  not,  by 
people  whose  incomes  are  small,  but  this 
is  their  dream  and  their  determination, 
and  if  you're  determined  to  get  some- 
thing, you  do.  You  just  pay  the  price. 
PLAYBOY:  How  fast  do  you  travel? 
FORBES:  On  the  Harley,  when  you  get 
over  about  70,  the  magic  fingers  start 
beating  you  to  pieces.  It  just  vibrates  like 
hell.  At  the  end  of  the  day,  you're  not 
about  ready  to  put  a  quarter  in  the  hotel 
bed  to  get  some  shakes.  You've  been 
shaking  all  day.  So  as  a  practical  matter,  I 
had  the  Harley  ceiling  on  me  this  last 
trip — just  hanging  on  over  70,  the  vibes 
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were  such  that  I  didn't  stay  there  long. 
But  on  the  Gold  Wing,  which  was  the 
other  bike  we  had,  you  can  occasionally 
go  in  bursts  of  110,  115  miles  an  hour. 
There's  no  speed  law  in  Germany  and 
not  much  of  one  anywhere  else  in  Eu- 
rope, so  it's  legal,  it's  tempting  and  you 
do  it  from  time  to  time. 
PLAYBOY:  We  heard  you  hit  130  once. 
FORBES:  That  was  on  the  Van  Veen,  the 
new  twin  rotary  bike  from  Germany.  I 
got  it  last  summer  and  my  son  and  I  took 
it  out  on  its  first  run  with  Cook  Neilson, 
the  editor  of  Cycle  magazine,  and  I  want- 
ed to  see  what  its  limits  were.  Well,  I  got 
to  the  bottom  of  me  before  I  got  to  the 
top  of  the  bike,  because  when  I  finally 
worked  up  the  courage  to  look  down  at 
the  speedometer  and  saw  what  it  said,  I 
started  getting  nervous.  And  when  that 
happens,  you  begin  to  think  of  little 
things  like  blowouts,  and  you  begin  to 
think  that  this  is  damned  foolishness. 
Which,  of  course,  it  is.  At  that  speed, 
being  careful  doesn't  do  any  good.  If  you 
have  a  blowout,  you've  had  it.  I  didn't 
stay  at  130  very  long  and  I'll  promise  you 
and  my  insurance  people  right  here  and 
now  that  I'll  never  do  it  again. 
PLAYBOY:  Your  motorcycling  and  bal- 
looning have  given  you  something  of  a 
reputation  of  a  daredevil  who  likes  to 
flirt  with  danger.  Why  do  you  do  it? 
FORBES:  For  the  sense  of  the  challenge 
and  for  the  enjoyment.  I'm  not  seeking 
danger.  Sure,  it  exists,  but  you  minimize 
it  as  much  as  possible,  and  that's  not 
hard  to  do.  Some  people  say  I  must  have 
a  death  wish,  doing  these  crazy  things, 
but  I  don't.  I'll  be  the  saddest  man  at  my 
funeral.  The  last  thing  I  want  to  do  is  die; 
the  next  time  around  I  can't  possibly 
have  it  as  good  as  I  do  this  time,  so  what 
the  hell  would  I  want  to  check  out  for? 
I've  got  the  best  this  world  has  to  offer.  I 
have  no  interest  in  leaving  it.  I'd  never 
make  a  good  racing-car  driver  because 
high  speed  per  se  isn't  even  a  source  of 
great  satisfaction  to  me.  I  don't  get  that 
hig  a  kick  out  of  it,  except,  I'll  admit,  that 
it  is  fun  to  say,  "Gee,  I  did  once 
go  .  .  .  that  fast."  But  not  for  any  length 
of  time.  It's  just  an  occasional  tempta- 
tion. You  look  down  that  open  road. 
There's  virtually  no  traffic.  You're  try- 
ing to  cover  a  long  distance.  You're 
exhilarated.  And  you  just  find  that 
speedometer  creeping  up  and  up.  Speed 
grows  on  you. 

PLAYBOY:  That's  ironic,  because  your 
other  main  hobby  is  one  of  the  slowest 
forms  of  transportation  known  to  man — 
balloons. 

FORBES:  The  ballooning  happened  by 
coincidence,  too.  I  just  happened  to  read 
in  the  local  newspaper  where  I  live  in 
New  Jersey  that  there  was  a  fellow  offer- 
ing balloon  rides  for  a  price.  I  had  never 
seen  a  balloon  or  been  in  one,  but  it 
sounded  like  fun  and  it  was  right  on  the 
way  to  work,  so  one  morning  when  we 


were  driving  in,  I  asked  my  chauffeur  if 
he'd  like  to  stop  for  an  hour  and  go  for  a 
balloon  ride.  He  said  that  sounded  like  a 
good  idea,  so  we  floated  around  the 
countryside  for  an  hour  and  I  was  in  the 
office-  by  8:30. 

PLAYBOY:  Why  did  you  do  it? 
FORBES:  It  was  en  route,  it  wasn't  going 
to  interfere  with  the  day's  activities  and 
it  sounded  intriguing.  I  just  wanted  the 
experience.  I- wanted  to  see  if  I  liked  it. 
Vaguely,  I  thought  it  sounded  like  some- 
thing I  might  be  interested  in  pursuing, 
but  only  vaguely. 

PLAYBOY:  How  did  you  react  to  your 
first  balloon  ride? 

FORBES:  It  was  such  a  novel  experience, 
a  kind  of  Peter  Pan  thing.  It's  so  different 
from  flying;  it's  not  flying.  You're  right 
in  the  wind  and  the  air  and  the  clouds — 
all  those  forces  in  nature  that  come  to- 
gether and  have  an  impact  on  you  and 
the  balloon.  You're  floating  and  you're 
never  sure  where  you're  going.  In  a  plane, 
you  gun  the  engine  and  flip  your  flippers 
and  you  go  up  or  down  and  right  or  left, 
and  it's  an  immediate  response.  In  a  bal- 
loon, your  sole  source  of  power  is  a  blast 
of  heat,  and  there's  a  15-second  interval 
between  the  blast  and  when  the  heat 
reaches  the  top  of  the  balloon  and  you 
float  up.  If  you  stop  to  think  about  it,  it's 
like  driving  a  car  that  doesn't  accelerate 
until  15  seconds  after  you  hit  the  gas.  Try 
that  sometime.  Getting  the  feeling  of  the 
timing  in  a  balloon  is  one  of  the  extraor- 
dinary challenges,  and  one  that  captivat- 
ed me  that  first  day. 

You  have  absolutely  no  control  over 
your  direction.  As  the  wind  goes,  so  go 
you.  It's  a  unique  feeling,  combined  with 
the  fact  that  you're  seeing  a  view  of  the 
landscape  floating  slowly  beneath  you 
that  is  different  from  any  view  you've 
ever  seen.  The  whole  thing  is  such  a  huge 
turn-on  that  I  have  not,  with  rare  excep- 
tions, found  anybody  who's  done  it  who 
doesn't  love  it.  You  can  float  just  above 
the  treetops,  everybody  waves  at  you  and 
yells  up,  wanting  to  know  where  you're 
going.  Well,  you  don't  know  where 
you're  going,  and  even  that's  an  unusual 
sensation  in  itself. 

On  a  motorcycle,  you  sense  that  not 
everybody  is  happy  to  see  you  and  your 
mode  of  transportation  going  by,  but  a 
balloon  turns  everybody  on,  with  no  ex- 
ceptions. It's  a  happy  thing.  People  on 
the  ground  enjoy  seeing  this  beautiful, 
unusual  thing  floating  by.  What  is  it?  The 
fact  is,  it  makes  no  sense.  It  isn't  some- 
thing to  go  anyplace  in.  You  get  in  it  and 
go  no  place  in  particular.  With  a  balloon, 
getting  there  isn't  half  the  fun;  it's  all  the 
fun.  The  trip  is  the  whole  trip.  The  vehi- 
cle itself  is  the  thing,  the  end  in  itself, 
not  the  means  of  getting  somewhere. 
And  all  those  sensations  happen  to  you 
the  first  time  you're  in  one. 
PLAYBOY:  Less  than  a  year  and  a  half 
after  your  first  balloon  ride,  you  set  six 


world  records  in  your  cross-count 
flight.  Obviously,  you  plunged  into  it. 
FORBES:  Sure.  Once  I  got  into  it,  I  war 
ed  to  do  the  things  that  hadn't  be< 
done.  It  wasn't  just  competitive  zest 
thought  that  if  you're  going  to  do  it  at  a 
you  might  as  well  mobilize  your  resoui 
es  and  have  more  fun  doing  what  nobo< 
else  has  done.  To  keep  flying  day  in  ai 
day  out  you  have  to  have  a  lot  of  groui 
support.  You  don't  know  where  you' 
going  to  land.  You  fly  until  you're  out 
fuel,  then  you  have  to  have  trucks  th 
can  get  to  you.  I  was  dropping  tanks 
reduce  weight — they  weigh  20  poun 
even  empty — and  somebody  had  to  r 
theve  those  with  a  helicopter.  Amazn 
lot  of  logistics.  People  can  do  it  on  a  le 
expensive  scale,  but  it's  harder  ai 
takes  longer.  And  what  we  were  doii 
was  taking  off  from  where  we  lande 
That  hadn't  been  done  before.  You  c; 
say  you're  going  to  go  from  West 
East,  but  you  can't  say  you're  going  fro 
Milwaukee  to  St.  Louis.  You  can't  pic 
your  towns. 

PLAYBOY:  How  did  your  family  react 
what  you  were  doing? 
FORBES:  Enthusiastically.  It  was  an  e 
citing  adventure  and  everybody  was 
on  putting  the  logistics  together.  Two 
my  boys  filmed  it.  A  guy  named  Trac 
Barnes  had  gone  cross-country  over  tr 
period  of  a  year,  but  it  really  hadr 
been  done  as  a  consecutive  trip.  It  w; 
pioneering.  I  decided  it  would  be  fun 
try  doing  it  and  had  the  balloon  buil 
The  thing  got  a  lot  of  press  coveraj 
because  it  excited  people,  and  it  w; 
the  kind  of  thing  where  day  by  day  yc 
could  follow  the  progress,  or  the  lack  ■ 
it,  and  it  did  a  whole  lot  to  make  pe< 
pie  aware  of  the  sport. 

Wherever  we  were,  large  crowds  woul 
come  out  of  the  bushes  and  watch  i] 
land,  or  watch  us  launch.  The  most  dr. 
matic  moment  iust  happened  to  be  whe 
lack  Perkins  from  NBC  News  was  thei 
and  they  put  it  on  TV.  He  was  interviev 
ing  me  at  the  midway  point  in  sorr 
little  town  in  Nebraska.  My  God,  th 
kids  came  in  their  school  buses,  th 
whole  town  came  out  to  watch  i| 
launch.  We  were  behind  some  trees  in 
field  and  heating  to  take  off.  I'd  forgotte 
a  very  simple  thing:  When  the  wind  : 
rushing  over  a  barrier — such  as  trees — 
creates  a  false  lift,  so  the  balloon  woul 
lift  before  it's  hot  enough  to  go,  an 
you're  supposed  to  know  that.  I  passe 
the  question  on  the  exam,  but  not  in  th 
field.  I  was  launching  from  behind  som 
trees,  so  we  had  this  lift,  saying  goodby 
to  everybody  as  we  rose  up  so  gracefull) 
then  we  got  up  in  the  cold  wind  and  w 
weren't  hot  enough  and  it  began  comin 
down.  And  all  this  was  recorded  by  NBC 
We  smashed  into  one  car,  bouncec 
smashed  into  another  car  and  destroye 
five  automobiles  before  we  finally  hfte 
off.  So  Perkins  ended  up  the  commentar 
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for  putting  good  things 
together. 


1976     1977  1978 
Sales 

1978  (millions) 


Dividends 


Our  $2.64  EPS  for  1978  set  another 
record  —  a  solid  30%  higher  than  last  year's 
record  earnings.  Longer  term,  thirteen  suc- 
cessive record  EPS  quarters  have  raised  our 
5-year  compounded  growth  rate  to  30%. 
Since  1967,  our  start-up  year,  sales  have 
gone  from  $9.2  million  to  $163.9  million, 
and  a  zero  dividend  has  turned  into  a  sig- 
nificant 40"  return  —  up  33%  last  year  alone. 

Ahead?  We're  a  healthy,  rapidly  grow- 
ing teenager  that  will  continue  to  specialize 
in  Bearings,  Filtration,  Lighting  and  Lami- 
nates. We've  built  new  facilities  to  help 
meet  our  44%  increase  in  year-end  backlog 
—  a  new  record  resulting  from  a  27%  gain  in 
978  bookings.  That  should  mean  still  bet- 
ter numbers  next  year.  For  more  on  the 
record  numbers  to  date,  write  for  the  new 
annual  report. 

KEENE 

CORPORATION 
200  Park  Avenue,  New  York,  N.Y.  10017 


by  saying,  "And  here  are  five  people  who 
are  going  to  have  to  tell  their  insurance 
companies  their  cars  were  smashed  by  a 
hit-and-run  balloon."  God,  it  was  funny 
and  it  happened  to  be  captured  on  film. 
All  this  sort  of  stuff  brought  a  lot  of 
publicity  to  ballooning.  It  created  a  lot  of 
awareness  and  increased  interest  in  the 
sport  and  the  drama  of  it.  I  got  the  Har- 
mon Trophy  and  all  these  awards  that 
were  not  in  any  sense  deserved  on  the 
merits  or  the  significance;  it's  just  that 
balloons  are  such  a  turn-on. 
PLAYBOY:  Your  next  big  adventure  was 
your  project  to  float  across  the  Atlantic. 
You  put  $1,200,000  into  your  equipment, 
didn't  you? 

FORBES:  Yeah.  The  key  to  making  it 
across  the  Atlantic,  as  far  as  I  was  con- 
cerned, was  to  get  above  the  weather, 
which  was  what  aborted  all  the  earlier 
attempts.  We  built  a  cluster  of  13  bal- 
loons, sealed  and  pressurized,  and  a  space 
capsule  not  unlike  what  the  astronauts 
had,  and  we  were  going  to  climb  straight 
to  40,000  feet  and  get  into  the  jet  stream, 
which  at  certain  times  of  the  year  is 
narrow,  swift  and  intensely  reliable.  It 
blows.  And  it  blows  where  you  want  it  to 
go.  The  jet  stream  really  moves.  I  mean, 
it  would  have  been  a  trip  to  end  all  trips. 
And  it  was  all  going  to  be  up  there  in  the 
stratosphere.  We  could  have  made  it 
from  California  to  the  East  Coast  in  two 
days  and  across  the  Atlantic  in  another 
two  or  three  days,  and  I'll  tell  you  some- 
thing I  haven't  said  before.  I  didn't  even 
tell  my  copilot,  Tom  Heinsheimer,  be- 
cause I  thought  he  might  have  different 
thoughts  on  the  subject,  but  once  we  got 
over  France,  if  all  the  systems  were  func- 
tioning properly,  I  was  ready  to  just  keep 
on  going  all  the  way  around  the  world,  if 
possible.  What  the  hell's  the  point  of 
coming  down  if  you  don't  have  to?  I  had 
this  great  fantasy  of  the  meetings  in  the 
Kremlin  when  we  got  over  Russia.  There 
would  be  this  capitalist-tool  balloon 
floating  over,  and  they'd  have  to  decide 
whether  or  not  to  shoot  us  down.  Then  I 
ended  up  making  the  shortest  voyage  of 
all  the  attempted  ocean  crossings:  about 
20  feet.  I  should  have  known  I  was  in 
trouble  when  I  read  my  horoscope  that 
morning.  It  said,  "Find  cheaper  and  fast- 
er forms  of  transportation." 
PLAYBOY:  Obviously,  you  can  laugh 
about  it  now,  but  the  accident  at  your 
launch  that  aborted  the  flight  almost 
killed  you.  What  happened? 
FORBES:  It's  the  old  thing  about  for 
want  of  a  shoe  nail.  The  whole  launch 
scene  was  spectacular.  It  was  the  middle 
of  the  night  at  El  Toro  Marine  Corps  Air 
Station  in  California  and  the  13  balloons 
filled  this  immense  hangar.  The  hangar 
was  ringed  with  powerful  searchlights, 
and  the  doors  slid  open  and  a  crew  of 
volunteers,  including  two  of  my  sons, 
began  rolling  out  the  balloons  in  clusters 
of  three.  Each  cluster  was  attached  to  a 


separate  launching  platform  and  had  its 
own  release  mechanism  holding  the  bal- 
loons down  and  preventing  the  balloons 
that  had  already  been  launched  from 
lerking  everything  else  up  at  once.  Seven 
balloons  were  already  in  the  air  and  the 
ring  that  held  down  the  third  cluster 
couldn't  take  the  pressure  and  it  .broke, 
and  that  cluster  suddenly  jumped  up  with 
this  incredible  premature  lift,  and  the 
jerk  ripped  our  gondola  off  its  launching 
platform  and  started  dragging  it  across 
the  tarmac.  Another  few  moments  and 
the  liquid-oxygen  tanks  would  have  rup- 
tured and  we'd  have  gone  up  in  flames. 
We'd  have  made  a  trip,  but  it  wouldn't 
have  been  in  a  balloon.  Thank  God,  our 
launch  director  had  the  presence  of  mind 
to  act  immediately,  and  he  jumped  on 
the  side  of  the  gondola  and  pulled  the 
emergency  release  switch,  and  we  rolled 
a  few  feet  and  stopped  and  the  balloons 
shot  off  into  the  sky.  They  came  down 
sometime  later  in  the  desert.  Without 
the  weight  of  the  capsule,  when  they  hit 
40,000  feet  they  just  kept  on  climbing 
until  they  burst  and  fell.  The  whole  thing 
was  fantastic,  and  to  have  the  denoue- 

"fd  say  capitalisms  worst 
excess  is  in  the  large  number 
of  crooks  and  tinhorns  who 
get  too  much  of  the  action. " 

ment  to  be  dragged  20  feet  across  some 
cement  was  a  heartbreaker.  Unparal- 
leled. It  happened  ten  minutes  before 
launch  time.  Another  ten  minutes  and 
we'd  have  been  on  our  way  to  one  of  the 
most  totally  spectacular  trips  in  history.  I 
really  did  think  we  might  go  around  the 
world.  That  was  one  of  the  biggest  disap- 
pointments of  my  life. 
PLAYBOY:  Will  you  ever  try  it  again? 
FORBES:  What's  the  point  now?  It's  al- 
ready been  done.  The  guys  from  New 
Mexico  made  the  trip  and  who  wants  to 
be  second?  Besides,  I  can't  try  it  again.  I 
had  hoped  to  make  a  second  attempt 
once  I  was  out  of  owning  and  running  my 
business,  but  now,  my  life-insurance 
policies  all  have  a  clause  in  them  saying 
they  are  inoperable  if  I  die  ballooning 
across  any  large  bodies  of  water,  and  the 
company  carries  many  millions  of  dollars 
of  insurance  on  my  life  so  they  can  pay 
the  inheritance  taxes  on  my  estate.  The 
insurance  people  decided  that  the  risks 
of  ballooning  across  the  Atlantic  contra- 
dict the  longevity  tables  they  use  for 
insuring  such  high  amounts. 
PLAYBOY:  That  brings  us  to  the  obvious 
question.  With  your  magazine,  and  all 
your  land,  and  your  fishing  camp,  and 
your  Moroccap  palace,  and  your  English 
mansion,  and  your  French  chateau,  and 
your  American  estate,  and  your  Faberge' 


collection,  and  your  art,  and  your  mote 
cycles,  and  your  balloons,  and  your  stoc 
portfolio,  and  your  money,  and-'ever 
thing  else,  what  does  it  all  add  up  ti 
How  much  are  you  worth? 
FORBES:  Plenty!  And  happily,  more 
almost  every  day.  I  assume,  of  cours 
that  you're  asking  about  money,  not  i 
trinsic  value  as  a  person. 
PLAYBOY:  Yes. 

FORBES:  Good.  Because  that's  a  who 
different  thing  and  I  suspect  that  tl 
definitive  reaction  to  the  latter  is:  ve 
little.  [Laughs]  But  I  really  don't  want 
be  on  the  record  saying  that  I'm  won 
some  far-out  amount  because  I  assu 
you  that  the  people  who  collect  deal 
taxes  will  read  this  article  and  stick 
into  their  dossiers.  So  if  I  claim  that  I': 
worth  some-odd  hundreds  of  millions 
dollars,  then  they'll  come  around  lat 
and  want  to  know  why  my  estate  lav 
yers  claim  that  I  died  practically  penn 
less.  [Laughs]  It  would  leave  me  wit 
what  you  might  call  a  credibility  gap.  L 
until  the  day  Howard  Hughes  died,  \ 
was  worth  billions  of  dollars,  and  the 
everybody  was  astonished  when  Merri 
Lynch  and  the  executors  came  in  ar 
said  his  estate  was  worth  less  tha 
$200,000,000.  You  could  say  the  execi 
tors  and  the  estate-tax  people  were  a] 
proaching  their  estimates  from  two  di 
ferent  points  of  view. 
PLAYBOY:  Let's  try  that  question  ai 
other  way.  If  there  were  no  such  thing  i 
estate  taxes,  how  much  would  you  t 
worth? 

FORBES:  I  can  honestly  say  I  don 
know.  How  do  you  place  a  value  o 
Forbes  magazine?  There  are  so  man 
different  ways  you  could  measure  ju: 
that  one  asset.  Ten  times  earnings?  Or 
or  two  times  gross  sales?  At  best,  tho; 
are  crude  yardsticks.  As  for  my  land:  V\ 
sold  30  percent  of  the  land  we  own  i 
Colorado  and  that's  $50,000,000  wort 
as  it  turned  out.  But  from  that  you  can 
say  that  the  rest  of  it,  therefore,  must  t 
worth  a  quarter  of  a  billion,  or  that  all  th 
other  land  I  own  must  be  worth  tfu 
much  an  acre.  There's  no  way  to  place 
value  on  all  these  things.  AJ1 1  can  say  i; 
Thank  the  Lord,  I'm  solvent! 
PLAYBOY:  You  sure  are.  But  it  sounds  i 
if  you  could  reasonably  say  that  the  res 
of  the  land  in  Colorado  must  be  wort 
about  a  quarter  of  a  billion. 
FORBES:  But  so  often  it  depends  o 
what  you  do  with  what  you  have  as  t 
what  you're  worth.  At  least  as  far  £ 
money  is  concerned.  When  we  bough 
that  land  in  Colorado,  I  planned  to  turn 
into  a  game  preserve  that  would  hav 
been  the  greatest  game  preserve  in  th 
U.S.  So  its  value  in  money  terms  woul 
have  been  negligible.  The  university  pec 
pie,  the  game-commission  people  i 
Colorado  were  very  enthusiastic.  I  o: 
dered  a  million  dollars'  worth  of  fencing 
but  then  the  state  attorney  general  rule 
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Money  Matures 


It  reaches  its  best  possibilities  with  a  skillful  blend 
of  time  and  knowledge.  Girard's  Cash  Management 
consultants  know  how  to  speed  your  collections  on 
the  East  Coast,  whether  your  customers  are  retail  or 
wholesale.  We  can  also  design  and  finely  tune  a 
nationwide  or  regional  system  to  increase  your 
available  funds.  We've  implemented  such  systems  for 
America's  most  prestigious  business  organizations, 
including  Atlantic  Richfield  Company  and  Gerber 
Products  Company.  Call  us.  We  believe  you'll  find  it 
a  most  enriching  experience.  Marshall  Soura, 
Vice  President,  Cash  Management,  in  Philadelphia 
(215)  585-2935. 


GIRARD 
BANK 


PHILADELPHIA  •  LONDON  •  MEXICO  CITY  •  SINGAPORE  •  ZURICH  •  HONG  KONG  •  GIRARD  INTERNATIONAL  BANK,  NEW  YORK 


We  move  on  basics. 

At  Crane's  CF&I  Steel  Corporation, 
we  rolled  steel  into  the  rail  that  helped 
settle  the  West.  Today,  our  carbon  and  alloy 
steel  rails  are  rolled  in  the  country's  newest 
and  most  technologically  advanced  mill.  In  all, 
over  3,500  other  CF&I  steel  products  contribute 
heavily  to  the  growth  of  such  basic  industries 
as  petroleum,  mining,  construction, 
agriculture— as  well  as  transportation. 

CF&I.  A  subsidiary  of  Crane  Co., 
where  we've  proved  that  concentration 
on  essential  products  for  essential 
industries  helps  build  a  strong  and  growing 
business.  In  building  products.  In  fluid  and 
pollution  control.  In  aerospace  and 
aircraft.  And,  of  course,  in  steel. 

Crane  Co.,  300  Park  Avenue,  New  York,  NY  10022  a 


If  you're  cramming  a  three  day  business  trip  into  one, 

there's  no  place  like  an  airport  Hilton. 


hat  the  game  on  the  land  belonged  to 
verybody,  and  that  the  only  way  we 
ould  do  it  would  be  to  drive  all  the  game 
ff  the  property  first,  then  stock  it  with 
>ur  own.  After  a  long  and  terribly  disap- 
ointing  struggle,  we  finally  gave  up  and 
/ent  into  the  real-estate  business,  selling 
he  land  in  subdivisions.  So  it  was  a 
esult  of  not  being  able  to  do  what  I  set 
ut  to  do,  and  being  forced  to  do  some- 
hing  else,  that  the  land  became  worth 
lany  millions  of  dollars  in  sales. 
'LAYBOY:  The  attorney  general  forced 
ou  into  all  that  profit,  eh? 
'ORBES:  [Laughs]  I  really  should  have 
ut  him  in  for  a  commission,  I  guess.  I 
hould  beatify  him.  At  the  time,  I  just 
/anted  to  beat  him.  But  you  see  the 
omplications  in  trying  to  evaluate  my 
/orth,  and  besides,  it's  hardly  the  most 
Tiportant  measurement.  It  happens  to  be 
ne  that  Americans  are  fascinated  by: 
low  much  money  does  this  guy  have? 
Ve're  a  money-oriented  nation.  The  idea 
sed  to  be  that  if  you've  got  bread,  you 
lust  be  good.  But  I  think  we've  gotten 
ver  that  silly  notion.  We  know  that  a  lot 
f  bums  get  bread,  and  there  are  many 
efarious  means  of  getting  it.  Money 
oesn't  make  the  man. 
LAYBOY:  It  helps. 

ORBES:  No  question.  Money  is  inde- 
endence. 

LAYBOY:  You  remember  what  Fitzger- 
ld  said  to  Hemingway:  "The  rich  are 
ifferent  than  us."  Do  you  agree? 
ORBES:  Of  course.  "They  have  more 
loney,"  Hemingway  replied.  But  the 
ling  is  that  money  doesn't  make  you 
ifferent.  It  makes  your  circumstances 
ifferent.  Money  enables  you  either  to  do 
lore  with  your  life  or  to  insulate  your- 
?lf  more  from  life.  Look  at  Howard 
lughes,  again.  He  had  more  money  than 
amn  near  anybody  and  what'd  he  do? 
ocked  himself  up  in  hotel  rooms  and 
hot  dope.  His  money  didn't  make  him 
ifferent  by  protecting  him  from  addic- 
:on  to  drugs;  it  just  allowed  him  to  get 
way  with  it  and  keep  people  from  find- 
lg  out.  He's  the  classic  example  of  what 
believe:  that  it's  not  the  money  that's 
Tiportant  in  a  person's  life.  It's  an  im- 
lense  facilitator  if  you  allow  it  to  be,  but 
:  still  comes  down  to  your  capacity  to 
njoy:  to  eat,  to  love,  to  read,  to  see,  to 
;el.  All  those  things  are  no  greater  for  a 
ich  man  than  for  a  poor  man. 
LAYBOY:  Easy  for  a  rich  man  to  say. 
ORBES:  Well,  the  variety  might  be 
reater  for  a  rich  man.  The  opulence 
light  be  greater.  But  my  eyes  can't  enjoy 
le  view  of  my  land  in  Colorado  any  more 
lan  the  eyes  of  the  guy  who  just  bought 
ve  acres  of  it.  He's  got  exactly  the  same 
iew  and  he's  standing  on  his  own  turf. 
:'s  like  the  old  saying:  How  much  do  you 
'ant  to  own?  I  don't  want  to  own  any- 
ung  except  the  land  next  to  me.  The 
ind  adjacent  to  mine,  that's  all  I  want. 
LAYBOY:  You   mentioned   what  you 


think  is  Teddy  Kennedy's  guilt  about  his 
inherited  wealth.  Did  you  ever  go 
through  that  guilt? 

FORBES:  No,  no,  no!  I  can  never  remem- 
ber feeling  guilty.  I  can  remember  feeling 
greedy.  My  father  was  a  relatively  wealthy 
man.  We  lived  comfortably  but  not  a 
Rockefeller-rich  life.  We  lived  near  Ber- 
narr  Macfadden  and  I  can  remember  com- 
plaining to  my  father  that  they  had  a 
swimming  pool  and  we  didn't.  Pools  were 
very  rare  in  the  Thirties.  I  said,  "They 
must  be  rich,  they've  got  a  pool."  My 
father  said:  "If  they've  spent  the  money, 
they  don't  have  it.  It  doesn't  prove  they're 
rich;  it  proves  they're  spendthrifts." 

Inherited  money  is  harder  to  make 
something  of.  Lots  tougher.  You  have  to 
overcome  its  disadvantages.  But  I  didn't 
inherit  that  much  money  myself.  I  inherit- 
ed a  piece  of  a  well-founded  business.  It 
was  only  a  fraction  of  the  size  it  is  today, 
but  I  did  inherit  the  opportunity.  And  why 
should  If  eelguilty  about  that  ?Lookat  how 
much  of  my  life  I've  put  into  getting  the 
business  thriving  and  running  right.  I 
could  have  made  a  success  of  myself  with- 
out my  father's  start;  it  just  would  have 
taken  more  time.  I  wouldn't  have  had  as 
much  time  to  do  the  other  things  I  wanted 
to  do.  But  one  thing  about  the  capitalist 
system:  If  money  is  what  you're  after,  and 
the  only  thing  you're  after,  you  can  get  it. 
It's  not  difficult.  But  you  can't  get  it  and 
still  have  time  todoall  the  other  things  you 
may  want  to  do. 

PLAYBOY:  What  about  the  Rockefellers? 
Would  you  say  they've  used  their  money 
well? 

FORBES:  The  ones  I  know  reasonably 
well — Laurance,  Nelson  and  David — are 
each  very  admirable,  industrious,  hard- 
working guys  who  have  a  genuine  sense  of 
public  service.  They  haven't  used  their 
money  with  malice.  They  haven't  pulled  a 
Stewart  Mott,  the  G.M.  inheritor  who 
figures  he  has  to  espouse — and  buy — every 
left-wing  cause  that  comes  along.  The 
Rockefellers  have  supported  very  liberal 
causes,-  they  have  a  deep  social,  public 
awareness,  without  thinking  the  system 
is  lousy  or  needs  destruction  or  total  sti- 
fling or  redirecting.  They  have  supported 
the  system  and  worked  within  it,  but  they 
have  used  what  was  once  incomprehensi- 
ble wealth — it's  less  so  now  because  as 
always  these  things  get  split  up.  But  they 
have  pioneered  and  supported  early 
causes;  population  control;  ecology,- 
health,  before  governments  got  into  the 
problem;  so  many  areas  that  are  so  fruitful 
and  so  worthwhile.  These  guys,  in  my 
judgment  and  my  experience  with  them, 
are  more  laudable  than  generally  they're 
given  credit  for.  David,  for  instance,  is  a 
guy  spending  a  lot  of  time  with  heads  of 
states  and  governments  on  behalf  of  the 
broadest  possible  aspects  of  our  national 
policy.  He  doesn't  always  come  away  with 
a  deposit  for  his  bank,  but  the  point  is  that 
his  contribution  is  very  real  and  it's  so  easy 


to  sneer  at  it  and  not  give  these  guys  credit 
for  an  extraordinary  public  life.  Laurance 
was  probably  one  of  the  earliest  environ- 
mentalists and  ecologists,  before  they 
even  used  those  words  and  brand  names. 
And  very  productively  active.  In  short,  I 
think  these  guys  are  a  very  good  lot. 
PLAYBOY:  You  got  off  a  snide  remark 
about  Stewart  Mott,  who  espouses  leftist 
causes.  What  makes  people  like  him  so 
contemptible  to  someone  like  you? 
FORBES:  Their  motivations  are  so  pat- 
ent. They're  guilty  about  their  money 
and  they  think  that  instead  of  giving  it 
away,  they'll  use  it  to  change  the  system 
that  gave  them  an  inordinate  amount  of 
money.  I  just  simply  think  that  those  guys 
ought  to  be  preachers  and  back  left-wing 
causes.  I  don't  think  they  do  a  lot  of  harm, 
because  usually,  a  lot  of  what  they  put  their 
money  up  for  doesn't  reach  anybody  ex- 
cept those  who  are  already  converted. 
How  do  you  explain  those  anarchists  in 
Germany?  The  Weathermen  here?  You 
always  have  groups  of  radicals  and  it  has 
nothing  to  do  with  economic  strata;  they 
act  from  conviction. 

PLAYBOY:  So  what's  wrong  with  convic- 
tions? 

FORBES:  In  these  cases,  their  motives 
usually  make  fanatics  out  of  them.  But 
there'll  always  be  fanatics,  and  whether 
you  call  them  left  or  right,  I  see  little 
difference  in  them.  The  fact  that  some  of 
the  very  rich  spend  their  money  fanning 
flames  that  would  destroy  what  gave  them 
the  money,  that's  O.K.  They're  offset  by 
people  who  came  up  from  nowhere  eco- 
nomically and  had  a  ball  and  made  it  big.  I 
think  their  contribution  ends  up  being 
greater.  And  usually,  those  fellows  don't 
shed  their  awareness.  In  the  old  days  of  the 
robber  barons,  you  found  them  endowing 
Carnegie  libraries,  the  first  extensive  pub- 
lic libraries  in  this  country.  They  recog- 
nized the  needs  and  necessities  and  they 
responded.  If  it  hadn't  been  for  wealthy 
men  who  expressed  their  gratitude — en- 
dowed scholarships,  the  arts — hell,  you 
wouldn't  have  public  universities  in  this 
country.  I  think  it's  a  very  important  thing 
that  there  are  liberal-arts  universities  in 
this  country  that  are  not  totally  dependent 
on  the  state  for  handouts.  That  came  from 
people  with  money  with  their  own  views 
and  conscience. 

PLAYBOY:  Kurt  Vonnegut  once  said  that 
the  trouble  with  getting  rich  was  that 
suddenly  he  had  all  this  money  he  had  to 
baby-sit.  You're  baby-sitting  a  hell  of  a 
lot  more  money  than  he — or  almost  any- 
body else — is.  What's  it  like? 
FORBES:  That's  a  great  phrase,  baby- 
sitting the  money.  There  are  people  who 
make  lucrative  careers  out  of  baby-sit- 
ting money.  That's  what  Morgan  Guar- 
anty Trust  is  doing.  That's  what  estate 
lawyers  are  doing.  They're  baby-sitting 
money  for  people  who  had  it  and  had  to 
leave  it  behind.  But  personally,  I  prefer  to 
do  as  little  baby-sitting  as  possible.  My 
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BELL  HELPS  TONY'S  DELIVER 
OVER  FIFTY  MILLION  PIZZAS. 


problem: 


When  demand  for  their  frozen 
products  grew  hotter  than  a  pizza 
oven,  Tonys  Pizza  Service  saw  a  pos- 
sible problem:  keeping  up  their  qual- 
ity and  customer  service  in  the  face  of 
phenomenal  growth. 

Orders  skyrocketed  to  over 
50  million  pizzas  a  year. 


High-speed  delivery,  but  low-speed  orders. 

The  company  already  had  130 
warehouses  throughout  48  states, 
and  they  began  to  add  70  more  while 
expanding  their  fleet  of  long  distance 
refrigerated  trailers. 

But  for  the  most  part,  ware- 
houses continued  to  fill  out  order 
reports  and  inventory  status  forms 
manually  and 
mail  them  to 
headquarters. 
Manual  entry 
invited 
errors.  Mail 
delays  affected 
inventory  levels 
and  cash  flow. 


Mailing  alone 
cost  $500,000. 


Management  agreed  to  a  system 
study  by  communications  experts  in 
package  goods  distribution— a  team 
headed  by  their  local  Bell  System 
Account  Executive. 


SOLUTION* 


The  Bell  System  team  recom- 
mended a  step-by-step  integration  of 
voice  and  data  communications  coast 
to  coast.  In  short,  a  total  system. 

As  a  first  step,  25  WATS  lines 
were  added  in  stages  for  phone 
orders  and  inventory  status.  Savings 
over  mail:  $300,000. 

Step  #2  is  still  going  on.  It  in- 
volves conversion  to  data  terminal 
entry  of  orders  and  inventory  status 
reports  via  low  cost  VuSet*  termi- 
nals—one in  each  of 
Tony's  warehouses. 

Already  the  new 
system  has  cut  down 
lag  time  and  virtually 
eliminated  errors.  Cash  flow  has 
improved  through  closer  control  of 
production,  inventory  and  shipping. 
As  for  Tony's  quality  and  customer 
service,  they've  never  been  better. 

"Ordering 
150,000  pepperoni 
pizzas  to  go." 


r4  % 


Whatever  your  product  or  ser- 
vice, if  you  haven't  talked  systems 
with  your  problem-solving  Bell 
Account  Executive  lately,  you're 
missing  something. 

The  system  is  the  solution. 


Bell  System 


*  Registered  trademark  ot  Plantronics,  Inc. 


In  truck  leasing 
and  renting  . . . 

Our  Big 
Wheels  keep 
yours  rolling. 

Our  company  has  135  presidents, 
but  you  deal  with  only  one! 

At  Nationalease,  you  always  deal  with  top 
management  when  you  rent  tractors  or  trucks. 
That  means  quick  decisions  when  you  need 
them,  because  each  president  of  the  1 35  U.S. 
and  Canadian  companies  in  the  National  Truck 
Leasing  System  owns  his  own  business.  He 
doesn't  get  transferred  just  as  he's  learned  your 
transportation  needs.  You  don't  get  caught  in  red 
tape  or  headquarters  bureaucracy  to  slow  you 
down. 

Each  president  can  give  you  local,  regional  or 
national  coverage  through  Nationalease's 
network  of  21 6  franchised  Service  Centers 
nationwide.  At  Nationalease,  our  Big  Wheels 
see  the  Big  Picture  —  to  keep  your  trucks  rolling 
efficiently  and  economically. 


INJ. 

NationaLease 


l\J 


IVJ 


NATIONAL  TRUCK 
LEASING  SYSTEM 

One  North  Wacker  Drive 
Chicago.  III.  60606 
For  nearest  affiliate 
call  collect:  312-782-2991 


interest  is  in  not  managing  my  mon< 
My  interest  is  in  having  enough  of  it  to 
on  doing  the  things  I  want  to  do.  My  s* 
Malcolm,  Jr.,  is  a  brilliant  money  man  a; 
he  looks  after  much  of  the  managemei 
and  I  have  an  executive  vice-preside 
who,  I  always  say,  is  in  charge  of  keepi 
us  solvent.  Because  I'll  take  care  of  t 
reaping  and  the  spending.  Somebody  ei 
better  make  sure  we  don't  get  too  i 
ahead  in  either  direction. 
PLAYBOY:  Are  you  more,  shall  we  sa 
cautious  about  keeping  your  financi 
empire  solvent  than  your  love  of  mote 
cycles  and  ballooning  might  seem  to  i 
dicate?  Do  you  drive  Forbes  at  1 10?  F 
it  off  into  the  sky? 

FORBES:  Enjoying  life  is  the  only  solve 
cy,  and  in  business  as  in  life,  the  bigge 
risk  is  too  much  caution.  That's  alwa 
the  danger  in  business:  when  you  stc|xr. 
charging.  When  you  stop  moving. 

As  soon  as  a  business  decides,  this 
how  we  used  to  do  it  and  it  worked 
we'll  keep  on  without  changing,  tha 
when  it  loses  its  momentum.  Safe 
doesn't  lie  in  that.  Just  ask  the  Pennsylv 
nia  Railroad  and  the  people  who  owm 
the  Erie  Canal  bonds.  Sure,  I  consid 
staying  solvent  important,  but  I  believe 
comes  from  keeping  money  moving.  Y( 
know,  planting  money  doesn't  do  you  ar 
good.  It  doesn't  grow.  So  stashing  it  is  n 
safety.  Keeping  it  is  not  safety.  Moving 
putting  it  to  work,  is  safety. 
PLAYBOY:  As  one  of  the  small  number 
people  with  the  greatest  vested  intere 
in  the  safety  of  the  capitalist  system,  c 
you  ever  worry  about — 
FORBES:  Come  the  revolution? 


PLAYBOY:  No,  not  the  revolution  bulflBi 
rather,  a  serious  collapse  of  the  econom  |veu 
system,  a  sort  of  crash  of  '79,  of  the  tyj  iscn 
Paul  Erdman  wrote  about  in  his  bespit 
selling  novel. 

FORBES:  There  was  a  crash  of  '29 
PLAYBOY:  So  you've  already  live 
through  one.  Do  you  ever  worry  aboi|mr 
that  kind  of  thing  happening  again? 
FORBES:  Of  course,  it's  a  concern.  But 
don't  see  it  happening.  If  you  keep 
historical  perspective,  we've  had  fisc 
panics,  crashes,  quick  rich  and  quic  fihec 
poor  in  our  history.  We've  had  boom  an  sts* 
bust  periodically.  The  Depression  follov 
ing  the  stock-market  panic  of  1929  w, 
one  of  the  greatest  economic  wrenche 
in  modern  history.  Change  and  turb 
lence  is  not  confined  to  warfare  and  bo 
ders,  and  turbulence  is  just  another  wor 
for  the  sharp  ups  and  downs.  So  it's  sill 
to  assume  that  we've  discovered  perpe 
ual  prosperity.  We've  had  setbacks  of 
year  or  more  and  we  probably  will  agait 
but  overall,  the  health  of  the  system  ha 
been  burgeoning.  It's  better  now  in  thi 
country  than  it  ever  has  been. 

The  biggest  threat  of  this  year  ma 
turn  out  to  be  that  things  don't  slo> 
down  enough  for  inflation  to  be  bridlec 
The  consumer  is  still  racing  to  run  up  hi 
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edit-card  charges — so  there's  more 
inger  of  short-term,  unbridled  growth 
an  there  is  of  a  serious  recession. 
^AYBOY:  But  what  about  the  potential 
eak  link:  energy?  The  Depression  of 
»29  was  about  the  management  and 
stribution  of  resources.  It  was  system- 
.  thus  subject  to  correction.  What  hap- 
•ns  in  ten  years  when  we  start  running 
it  of  the  resources  themselves,  such  as 
troleum? 

)RBES:  Energy  is  finite,  that's  for  sure, 
id  it's  going  to  be  one  of  our  most 
essing  problems  in  the  next  decade, 
it  every  decade  has  had  tough  prob- 
tns,  and  some  that  started  off  abysmal- 
turned  out  to  be  all  right.  We've  been 
rough  decades  of  hard  times  before, 
d  you're  right,  in  due  course,  we'll  run 
it  of  oil.  Maybe  not  for  50  years,  and  by 
en  we'll  have  harnessed  other  forms  of 
ergy.  The  world  literally  is  energy. 
.AYBOY:  But  that's  not  much  of  an 
swer.  Are  you  satisfied  with  how  the 
vernmental  and  corporate  leadership 
this  country  has  responded  to  the  en- 
i»y  situation? 

>RBES:  Oh,  they've  been  clumsy  and 
ept,  but  business  has  discovered  that 
len  energy  is  expensive,  they  can  save 
ot  of  money  by  using  it  more  efficient- 
And  what  motivated  them?  Trying  to 
ake  a  buck,  and  that  same  motivation 
going  to  lead  us  to  new  and  exciting 
lutions  to  our  energy  problems.  The  oil 
mpanies  are  already  putting  a  lot  of 
Dney  into  developing  solar  energy.  If 
u  can  find  the  breakthrough  in  solar 
ergy,  it  would  be  like  inventing  the 
ictric  light  bulb. 

AYBOY:  All  right,  so  where  does  that 
ive  us?  Ralph  Nader  once  said  that  the 
ison  we  don't  already  have  a  signifi- 
nt  solar-energy  system  is  simple: 
xon  doesn't  own  the  sun. 
RBES:  To  digress  for  a  moment  on  the 
bject  of  Ralph  Nader.  I  think  he's  suf- 
ing  from  overkill  on  his  own  part.  He's 
uted  his  influence  because  he's  tackled 
d  much  and  shot  from  the  hip.  He  has 
erstated  his  case  on  safety  and  ecology 
the  point  where  some  of  the  things  he's 
shed  for  would  substantially  inflate 
sts  without  a  commensurate  increase  in 
es  saved  or  incidence  of  disease  low- 
:d.  In  short,  he  helped — by  banging  the 
lm  and  leadingusintoanewand  terribly 
portant  area — but  by  now,  he's  lost 
Tie  of  his  heft  because  of  exaggeration  as 
who  the  villains  are  and  underestima- 
>n  of  the  cost  of  total  purity. 
AYBOY:  Getting  back  to  Nader's  accu- 
:ion  on  oil  companies  and  solar  energy — 
RBES:  All  people  are  human,  includ- 
;  the  heads  of  companies,  so  there's 
vays  an  element  of  truth  in  any  accusa- 
n. 

AYBOY:  But  only  an  element? 
RBES:  An  element.  It's  well  and  good 
say  they  don't  own  the  sun.  Funny 
e.  But  nowadays,  they  don't  own  most 
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NAR:  Performance  That 
Reflects  Commitment 


North  American  Royalties,  Inc., 
a  company  with  roots  more  than 
113  years  deep  in  the  indus- 
trial South.  A  company  committed 
to  the  future  through  perfor- 
mance. 

MAR's  two  divisions,  continuing 
to  meet  the  needs  of  the  American 
people. 

The  Oil  and  Gas  Division,  ex- 
ploring, developing  and  producing 
new  energy  sources  on  the  North 
American  Continent. 

The  Wheland  Foundry  Division, 
making  grey  iron  castings 
in  strong  demand  by  the 
American  automotive  in- 
dustry. 

Operational  perfor- 
mance in  both  divisions, 
reflecting  a  solid  six- 


year  pattern  of  growth  in  revenue 
and  earnings. 

Corporate  headquarters,  housed 
in  a  cluster  of  restored  historic 
structures,  putting  the  best  of  the 
past  to  good  use  for  the  future. 
A  golden  dome  and  American  flag, 
visible  throughout  the  company's 
home  city  of  Chattanooga,  Ten- 
nessee, proudly  proclaiming  NAR's 
belief  in  its  country  and  the  free 
enterprise  system. 

North  American  Royalties,  a 
company  whose  record  of  per- 
formance reflects  its  commitment 
to  the  future. 


For  more  information 
and  an  annual  report  write 

Corporate  Communications 
North  American  Royalties,  he. 
Chattanooga,  Tennessee  37402 


Listed  on  the  American  Stock  Exchange  and  the  Pacific  Coast  Stock  Exchange  (Symbol:  NAR) 
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Around  the  world, 
Ingersoll-Rand  machines 
capture  and  conserve  energy. 


In  oil  fields,  power  plants,  coal  mines, 
processing  plants,  gas  exploration  and 
transmission  . . .  Ingersoll-Rand  machines 
are  busy  helping  people  involved  with 
energy.  For  example: 

1.  Mining  coal  from  deep  inside 
Kentucky.  Lee-Norse  continuous 
miners,  working  in  seams  as  low  as 
30  inches,  can  rip  loose  and  load  1000 
tons  of  coal  in  8  hours.  Productivity 
like  this  helps  make  coal  an  attractive 
alternative  to  oil. 


2.  Heating  and  cooling  in  Connecticut. 

Twelve  Terry  steam  turbines  help  supply 
29  offices  and  buildings  with  steam  in 
winter  and  chilled  water  for  air  condition- 
ing during  summer.  Compared  to  having 
many  smali  systems,  this  efficient  method 
saves  fuel,  capital  and  labor  costs 

3.  Capturing  pollutants  in  Kansas.  An 

electric  utility  uses  these  rubber-lined 
slurry  pumps  in  a  system  that  keeps 
sulfur  dioxide  and  ash  from  entering  the 
air.  Tough  l-R  slurry  pumps  can  propel 
concentrations  of  up  to  75%  solids 


4.  Forcing  oil  up  from  the  North  Sea. 

I-R  turbine-compressor  modules  pres- 
surize the  gas  that  emerges,  and  our 
reciprocating  compressors  force  it  back 
into  the  ocean  floor.  This  gas  then  helps 
force  out  more  oil.  And  it  remains  in  the 
ground  for  future  use 

5.  Repressurizing  an  oil  field  in  the 
Middle  East.  Ten  1 5,000-horsepower 
pumps  are  moving  sea  water— 4.2  million 
barrels  a  day— through  a  60-inch  pipe- 
line to  an  oil  field.  There,  the  water  is 
forced  into  the  ground  to  help  push  out 
additional  oil. 


5 

I  mi 
in, 
pic 
for 

1.H 

Hoi 
lac 
pre 
ac 
the 

Lf 

l-P 

So\ 


6.  Drilling  for  gas  in  New  York.  This 
mobile  rock  drill  sets  up  and  starts  drilling 
in  less  than  an  hour.  That  reduces  ex- 
ploration costs,  allowing  a  wider  search 
for  new  sources  of  supply 

7.  Harnessing  waste  heat  in  Tennessee. 

Hot  gases  created  during  fertilizer  manu 
facture  drive  a  turbine,  which  in  turn 
provides  combustion  air  for  making  nitric 
acid.  Ingersoll-Rand  designed  and  built 
the  entire  fuel-saving  compressor  train. 

8.  Pumping  gas  from  the  U.S.S.R.  Six 

l-R  compressor  units  will  help  pump 
Soviet  gas  in  Austria  and  Germany  to 


France.  Our  highly  efficient  gas  turbines 
have  logged  a  99.5%  availability  record, 
partly  because  of  very  fast  changeout 
when  repairs  are  needed. 

These  are  just  some  of  the  ways  Ingersoll- 
Rand  machines  help  innovative  people 
capture  and  conserve  energy  resources. 


In  fact,  that's  what  l-R  does  best:  supply 
technological  muscle  to  make  ideas 
work.  And  we  do  it  in  a  big  way.  Our  1 978 
sales  exceeded  2.3  billion  dollars. 

Write  for  our  Annual  Report  or  product 
literature.  Ingersoll-Rand,  Dept.  A-922, 
Woodcliff  Lake,  NJ  07675. 
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IN  ENERGY   LiLi  Ingersoll-Rand 


ENERGY 
CONSERVED. 
BILLIONS  OF  CANS' 
WORTH  A  YEAR. 


Since  starting  its  program,  Reynolds  has  recycled  more  than 
14  billion  aluminum  cans. 

Saving  95%  ofthe  energy  needed  to  make  the  aluminum 
originally. .  .  and  allowing  that  aluminum  to  keep  on  paying  us 
dividends  again  and  again. 

In  addition:  Today's  newest  Reynolds  cans  contain  23% 
less  metal  than  those  of  a  few  years  ago.  To  save  even  more 
aluminum.  Energy.  And  shipping  cost. 

Of  course,  Reynolds  started  the  consumer  recycling 
idea  in  1 967.  And  has   ■  


paid  recyclers  more 
than  $100  million  for 
cans  in  that  time. 

That's  a  lot  of 
aluminum.  And  a 
lot  of  energy. 
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REYNOLDS 
ALUMINUM 


Conserving  our  resources  ond  energy. 
Aluminum  con  ond  Reynolds  does. 


the  oil  resources  that  used  to  give 
lem  their  clout,  either. 
LAyBOY:  But  they  control  the  produc- 
on  and  distribution  enough  to  make  it 
nount  to  pretty  much  the  same  thing. 
DRBES:  Sure.  But  they'll  come  along 
:cause  they  know  one  thing  for  sure: 
heir  profit  isn't  going  to  go  up  if  they 
)n't  find  some  way  to  provide  the  ener- 
r  to  keep  the  system  moving.  They 
on't  make  much  bread  if  we're  all  liv- 
g  in  huts  again.  And  we  shouldn't 
lock  the  potential  of  atomic  energy, 
's  so  cheap  and  so  available.  The  resis- 
nce  is  largely  psychological — it's  the 
omic  bomb,  it's  atomic  explosions. 
JVfBOY:  It's  more  than  that.  It  pre- 
nts  the  problem  of  storing  the  wastes 
fely  for  about  20,000  years. 
3RBES:  That's  a  helluva  problem,  I 
pree.  Maybe  we  should  put  it  in  the  fault 
it  in  California. 

DAYBOY:  That  sounds  like  what  got 
irry  Goldwater  into  trouble  in  1964, 
hen  he  suggested  we  saw  off  New  York 
id  float  it  out  to  sea. 
3RBES:  [Laughing]  It  was  just  a  joke, 
onest.  But  as  to  the  dangers  of  atomic 
aste,  the  thing  is,  they  haven't  solved 
e  problem  of  storage  though  it  is  solv- 
>le.  In  our  lifetime — what  I  call  the 
lort  view,  the  older  I  get — I  don't  think 
at  our  problems  are  any  greater,  and 
e  probably  fewer,  than  in  the  preceding 
mturies.  We  have  tremendous,  excit- 
g,  wild  things  going  on  today.  The 
orld  is  as  full  of  exciting  solutions  as  it 
of  problems,  and  that's  not  a  Pollyanna 
ew.  Based  on  our  accumulating  knowl- 
[ge  and  the  rapidity  of  it,  I  personally 
el  that  our  short-run  position  is  more 
)peful  than  that  of  any  generation  ever 
fore.  And  as  somebody  said,  if  you  take 
long  view,  in  a  hundred  million 
ars,  nobody's  going  to  be  here  anyhow. 
^AYBOY:  Since  you've  got  a  lot  more  to 
se  than  most  people,  it's  reassuring  to 
ar  that  you're  comfortable  with  our 
onomic  hopes. 

KIBES:  Not  comfortable,  just  optimis- 

-AYBOY:  You  always  describe  capital- 
Ti  in  very  upbeat  terms;  in  fact,  you're 
nost  a  cheerleader.  But  what  would 
iu  say  is  capitalism's  worst  excess  right 
iw? 

)RBES:  That's  a  good  question.  [Pause] 
has  so  many.  I  would  say  its  worst 
cess  right  now  [long  pause]  oh,  God 
ause].  I  guess  it's  the  large  number  of 
isiness  people  who  are  still  trying  to  rip 
the  consumer,  the  employee  or  the 
jckholder.  There  are  still  a  iot  of  guys 
it  to  grab  the  quick  buck,  and  some  of 
em  get  to  pretty  high  positions,  at  least 
'  a  while.  So  I'd  say  capitalism's  worst 
cess  is  in  the  large  number  of  crooks 
d  tinhorns  who  get  too  much  of  the 
tion.  Incidentally,  that's  what  brings 
Federal  overregulation  and  thus  infla- 
m:  the  sins  of  some  committed  under 

RBES,  MAY  14,  1979 


MEXICO'S  FIRST 
FULL  SERVICE  BANK 


Buy  aggressively  in  the 
Mexican  market 
with  our  backing. 
At  Comermex  you  will 
always  have  the  advice  of  top 
experienced  executives 
in  international  trade. 
For  prompt  and  reliable 
action,  contact  Mr.  Juan  Broc, 
International  Banking 
Director,  at  Plaza  Comermex, 
Mexico  10,  D.F. 
P.O.  Box  1256,  Mexico  1,  D.F. 
Cable  Address:  Comermex 
Telex:  017  72  786 
and  017  74  511 
Telephone:  557-86-22 


* 


Multibanco  Comermex 

WE  BACK  YOU! 

Spam  General  Sanjurjo  No.  58,  Madrid.  Phone  441  0867 
USA   20th  Floor,  1  State  Street  Plaza,  New  York,  N  Y.  10004 
Phone  425  6665 

Brazil  Rua  Libero  Badaro377,  Conj.  1910  11,  Sao  Paulo,  S.P. 
Phone  36  7376 


IF  YOU  WANT  THE 

VOICE  OF  BUSINESS 
TO  BE  HEARD, 


EARS  ARE 


Twenty  minutes  from  the  ear 
of  every  legislator  and  regulator 
around  Capitol  Hill  is  Fairfax 
County, Virginia.  Perhaps  this  is 
why  over  1,200  corporations  and 
businesses  such  as  Mobil  Oil, 
Boeing  Computer  Services  and 
Honeywell  have  located  here. 


When  you  consider  the  increasing  operating  costs,  but  that's  another 
influence  government  is  assum-  story.  If  you'll  lend  us  an  ear,  we'll 
ing  over  businesses  like  yours,  be  glad  to  tell  it.  F-7 
perhaps  a  move  to  Fairfax  County 

could  make  sense  for  you.as  well.  Name/Title  

You  may  also  find  that  a  Fairfax 

County  location  for  your  company  Cumt>any/Pivme  

would  significantly  lower  your 

Address  . 


FAIRFAX  COUNTY,  VIRGINIA. 

THIS  MAY  BE  THE  BEST  PUKE  IN  AMERICA  FOR  BUSINESS  TO  WORK.  state/Zip. 


Inquire  in  confidence  to:  Mr.  David  Edwards.  Executive  Director,  Fairfax  County  Economic  Development 
Authority.83300ldCourthouseRoad,Siate800,  Tysons  Corner,  Vienna,  Virginia  22180 Phone  (703)  790-0600 
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Marriott  s  ESSEX  HOUSE 


m 


If  you  want  sound  advice  about  hotels 
in  New  York,  ask  an  executive  who  travels. 


Business  people  who  travel  acquire 
enormous  sophistication  about 
hotels.  They  love  crystal  chandeliers 
But  they're  more  favorably  im 
pressed  by  firm  mattresses,  hot 
breakfasts,  attentive  room  ser- 
vice and  easy  checkouts. 

They  favor  hotels  that  are 
centrally  located,  but  out  of 
the  traffic.  A  prestigious  rep- 
utation doesn't  hurt.  In  fact, 
it  reinforces  an  executive's 
stature  when  telling  a  client 
where  to  call.  For  nearly  half 
a  century,  Essex  House 
on  Central  Park 


has  catered  to  the  world's  most 
sophisticated  executives.  We  cater 
with  such  courtesy  that  our  execu- 
tive friends  often  bring  their 
families.  And  they  all  tell  their 
friends. 

If  you  don't  know  someone 
u holovesstaying  at  Essex  House, 
don't  fret.  Next  time  you're  in  New 
York,  stay  with  us  anyway. 

We  maintain  volumes  of 
fan  letters.  We'll  show  you  a 
few.  And  do  everything  in  our 
power  to  make  you 
want  to  write  us 
your  own  fan  letter! 


Marriott's. 

ESSEX  HOUSE 

New  York's  Grand  Hotel 

160  Central  Park  South,  New  York  10019 
For  reservations,  call  your  travel  agent  or  800-228-9290  toll  free.  Telex  12-5205 


the  mantle  of  free  enterprise. 
PLAYBOY:  Now  that  you've  got  your  e 
pire  running  smoothly  and  you've 
Malcolm,  jr.,  groomed  to  take  over — 
FORBES:  I  have  no  plans  for  early  reti 
ment. 

PLAYBOY:  That's  where  we  were  goinj, 
FORBES:  My  son  says  he's  eager  to  g: 
me  a  gold  watch  on  retirement  day,  t 
he'll  have  a  long  wait. 
PLAYBOY:  But  what  keeps  you  frc 
walking  away  from  a  job  well  done  a 
having  more  of  your  time  free  for  t 
bikes  and  the  balloons  and  maybe  otl 
new  adventures,  rather  than  working 
hard  as  you  do  for  Forbes,  Inc.? 
FORBES:  Because  I'm  doing  what  I  ws 
to  be  doing.  I  couldn't  get  more  pleasi 
out  of  the  so-called  pleasurable  thir 
than  I  do  from  running  this  business- 
love  writing  my  editorials,  I  love  revis- 
ing books,  I  love  getting  out  around  t 
country  with  my  procapitalist  film  a 
enthusing  people  about  a  different  und 
standing  of  our  history.  That's  exciting 
me.  There  are  times  at  the  end  of  the  d 
when  I'm  a  little  limp,  but  hell,  I  do  get 
motorcycle  a  lot.  I've  got  probably  fi 
major  trips  planned  for  this  year.  I  h 
four  great  ones  last  year.  I  can  balloon 
most  weekends.   When  you  have 
squeeze  them  into  a  tight  schedule,  y 
do  them  with  a  greater  enjoyment  anc 
fuller  intensity  than  if  you  were  just  ti 
ing  to  fill  up  a  bunch  of  your  spare  time 
In  other  words,  everybody  needs 
change  of  pace.  But  that's  not  the  sar 
thing  as  quitting.  The  hardest  work 
the  world,  in  my  own  observation,  is 
work.  I  think  the  toughest  thing  to  dt 
with,  and  what  kills  more  people  th 
anything  else  in  the  corporate  world, 
retirement.  If  you  can't  handle  the  hypt 
tension,  OK,  get  out  of  the  kitchen.  B 
if  you've  got  your  health — and  I' 
knocking  on  wood,  who  knows  what  c. 
trip  that  up? — then  you  get  your  kic 
doing  what  you  get  your  kicks  doing,  ai 
I  get  my  kicks  running  this  business  ai 
seeing  it  grow  and  fanning  the  flame  ai 
doing  all  those  other  things,  too.  Retii 
ment,  for  me,  would  represent  a  ch; 
lenge,  all  right,  and  one  I'd  dread  facin; 
PLAYBOY:  The  press  has  called  you  "T 
Happiest  Millionaire."  Are  you? 
FORBES:  My  kids  are  grown  up  now  ai 
they  live  nearby,  two  of  them  are  in  tl 
business,  the  grandchildren  are  aroui 
and  I've  taken  care  of  a  smooth  succe 
sion — which  can  be  a  big  problem  in 
family  business.  So  I  guess  you  could  s. 
that  I'm  having  a  pretty .  .  .  good .  .  .  tim 
Nobody  can  have  it  all,  but  I've  certain 
had  my  fair  share,  and  my  attitude 
simple:  While  you're  alive,  live!  Becau 
who's  sure  of  the  next  trip?  I'm  not.  A: 
say,  I'm  an  optimist,  because  I'm  not  su 
there  is  a  life  after  death,  and  if  there  is,  I' 
not  sure  what  my  reward  will  be.  But  I  c; 
tell  you  that  I 'd  like  to  be  buried  wi  th  a  loi 
extension  cord  to  my  air  conditioner. ■ 
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Would  this  moke  you  believe 
we  hove  an  energy  problem? 


It  should.  Because  in  20  years,  worldwide 
demand  for  oil  will  exceed  worldwide  supply. 

This  isn't  another  one  of  those  "shoot  from 
the  hip"  statistics  on  the  energy  crisis,  either. 
It's  one  of  the  conclusions  reached  by  an  inter- 
national Workshop  on  Alternative  Energy  Strat- 
egies, and  published  in  Scientific  American 
under  the  title  "World  Oil  Production" 

According  to  the  Workshop,  if  economic 
growth,  oil  prices  and  additions  to  known 
reserves  all  remain  relatively  high  from  now  to 
the  end  of  the  century,  the  demand  for  oil  will 
begin  to  outrun  supply  in  1997.  That's  one  of 
the  more  optimistic  scenarios.  Given  changes 
in  the  growth  rate,  supply  could  start  falling 
off  as  early  as  1990. 

^  „  JOY 

U-fcftY  MANUFACTURING 
VMVI-  COMPANY 

TM>^SS£22>-       OLiVER  BLDG  PITTSBURGH,  PA  1522? 


Under  the  best  conditions  it  takes  7-10 
years  to  bring  a  nuclear  reactor  from  the  draw- 
ing board  to  the  line.  And,  while  we  do  have 
abundant  coal  reserves,  it  is  also  going  to  take 
time  to  bring  them  to  bear.  And  solar  energy 
in  large  supply  is  at  least  20  years  away.  Yet, 
as  our  lead  time  dwindles,  we  are  doing  next 
to  nothing. 

The  Congress  has  recently  made  some 
progress  toward  developing  an  energy  policy. 
There's  still  a  lot  more  to  be  done.  If  you  feel 
the  same  way,  speak  out.  Urge  your  elected 
representatives  to  support  constructive  steps 
that  will  further  conservation,  and  to  provide 
the  incentives  that  will  increase  our  energy 
supplies. 

MANUFACTURERS  OF  MACHINERY  AND 
EQUIPMENT  FOR  THE  ENERGY  INDUSTRIES 

COALMINING  MINFRAL MINING,  URANIUM 
EXTRACTION  AIR  HANDLING,  OIL  AND  GAS 
WELL  DRILLING  POLLUTION  CONTROL 


Faces 

Behind  The  Figures 


Hanging  in 

With  earnings  per  share  for  the  first  quar- 
ter of  this  year  down  more  than  25%,  a 
lot  of  CEOs  would  be  looking  to  protect 
their  flanks  or  maybe  even  looking  for 
another  job.  But  not  Oakley  Hunter, 
chairman  of  Federal  National  Mortgage 
Association  (Fannie  Mae).  That  big  earn- 
ings dip  is  evidence  that  Fannie  Mae  is 
doing  what  it's  supposed  to  do:  buying 
home  mortgages  from  institutions  that 
originated  them  with  money  borrowed 
at  record-high  short-term  rates. 

Hunter  did  cover  his  flank  against 
FNMA's  35,000  investors  last  year  by 
raising  dividends  twice  when  FNMA  re- 
ported record  earnings — so  they  won't  be 
disappointed  this  year  if  no  increase  oc- 
curs. The  man  who  survived  an  angry 
attack  last  year  from  HUD  Secretary  Pa- 
tricia Roberts  Harris  (who  charged 
FNMA  wasn't  doing  enough  for  blighted 
urban  areas)  isn't  worrying  too  much 
about  a  mere  earnings  dip. 

"We're  going  through  one  of  those  pe- 
riods that  come  about  every  four  years," 
says  the  62-year-old  Hunter.  "By  the  end 
of  last  year,  our  newly  issued  short-term 
debt  totaled  over  $9  billion.  Our  money 
costs  have  risen  faster  than  yields  on  our 


mortgage  portfolio" — a  classic  squeeze 
for  the  federally  chartered,  stockholder- 
owned  and  partly  regulated  home  mort- 
gage market  maker. 

What  happens  now?  "When  interest 
rates-  finally  start  down,  the  process 
that's  eating  into  our  earnings  will  begin 
reversing  itself,"  he  observes.  Mean- 
while, the  process  is  chewing  into 
FNMA's  mortgage  portfolio  earnings, 
down  from  $70  million  in  1978's  first 
quarter  to  $64  million  this  year,  and 
they'll  probably  stay  down  for  a  couple  of 
quarters,  though  Hunter  is  cagey  about 
forecasting.  Press  him  and  he  tells  you 
about  the  crystal  ball  he  bought  on  a 
recent  trip  to  Brazil.  "It  becomes  very 
murky  when  you  ask  it  to  forecast  short- 
term  rates,"  he  chortles. 

It's  not  only  the  reverse  interest  rate 
spread  that's  sent  earnings  tumbling.  In- 
come from  mortgage  commitment  fees 
surged  last  year  as  lenders  sought  assur- 
ance that  Fannie  Mae  money  would  be 
available  to  meet  their  burgeoning  needs. 
But  this  year,  Hunter  notes,  commit- 
ment fee  income  so  far  is  way  down, 
from  $28  million  to  $8  million,  reflecting 
the  sharp  decrease  in  the  volume  of  new 
mortgage  commitments. 

Hunter  is  not  quaking  at  all,  however, 
because  whatever  else,  he's  a  survivor. 
After  the  Los  Angeles  native  finished  law 
school  at  the  University  of  California, 
Berkeley  in  1940,  he  spent  three  years  as 
an  FBI  agent  before  going  against  the 
Germans  as  an  OSS  agent  during  World 
War  II.  After  the  war  he  practiced  law  in 
California  and  then  got  elected  to  Con- 


gress as  a  Republican  in  1950.  A  fede 
job,  more  law  practice  on  the  Coast  a 
then,  in  1970,  he  got  a  Nixon  appoii 
ment  to  today's  job  at  FNMA,  where  h. 
one  of  the  last  Republican-appointed 
ficeholders.  And,  at  about  $156,000 
year,  he's  probably  the  best  paid. 


Zoltari  Merszei  of  Occidental  Petroleum 


Latest  in  a  long  line  of  heirs  apparen 

Doctor's  orders? 

The  day  after  Zoltan  Merszei  announc 
his  resignation  from  Dow  Chemical 
"not  challenging  enough,"  he  said,  aft 
he'd  been  moved  upstairs  to  chairm. 
from  CEO — Joseph  Baird,  president 
Occidental  Petroleum,  called  him.  T 
two  men  had  known  each  other  over 
dozen  years  ago  when  Baird,  then  a  Lo 
don  banker,  used  to  call  on  Merszei,  wl 
ran  Dow's  overseas  operation.  "loe  to 
me,"  he  says  in  the  accents  of  his  natr 
Hungary,  "that  he  would  be  delighted  l 
would  consider  Oxy." 

Merszei  did.  Last  month  the  toug 
minded  56-year-old  chose  Oxy's  off 
over  "quite  a  number"  of  others  and  b 
came  the  company's  vice  chairman.  Th 
means  that  he  and  the  45-year-old  Bai 
will  be  vying  for  the  job  of  Armand  Har 
mer,  Oxy's  80-year-old  chairman  ai 
CEO.  Baird  has  been  rumored  to  be 
Hammer's  doghouse  because  of  Oxy's  i. 
fated  effort  to  take  over  Mead  Corp.  la 
year,,  but  Merszei  says  that  Baird  has  ' 
helluva  good  chance"  to  succeed  Har 
mer.  "At  the  same  time,  I  think  I'll  have 
good  chance.  In  the  meantime,  thert 
plenty  of  action  for  both  Mr.  Baird  ar 
me.  Oxy  reminds  me  of  the  way  Dow  wi 
years  ago.  It  isn't  structured  yet." 

Oxy  has  gone  through  countless  hei 
apparent  in  the  last  dozen  years.  Bi 
Merszei  says  that  doesn't  bother  him. 
don't  know  what  the  problem  was  wit 
all  those  other  people,"  he  says  tactfull 
"but  I  made  up  my  mind  about  Dr.  Han 


Oakley  Hunter  of  Federal  National  Mortgage  Association 
The  losses  prove  that  he's  doing  his  job. 
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GREAT  BUILDERS  OF  AMERICA 


S  '  ? 


May  10,  1869:  A  day  of  national  jubilation.  East  meets  West  in  the  famous  "Golden  Spike"  ceremony  at  Promontory.  Utah. 

Ever  since  the  railroads  opened  up  the  West  in  1869, 
they've  kept  America  growing. 

And  there's  still  more  to  be  done. 


When  the  West's  Central  Pacific 
met  the  East's  Union  Pacific, 
the  news  was  telegraphed  instantly 
throughout  America.  Our  first  trans- 


The  Great  Builders  at  work  on  the  newrailroad. 

continental  railroad  was  ready.  And 
the  nation  could  now  expand  west- 
ward. 

With  the  driving  of  the  Golden 
Spike,  America's  railroads  literally 
became  the  lifeline  of  our  nation. 
And  helped  develop  U.S.  commerce 
and  industry  to  the  heights  we  enjoy 
today. 

Let's  help  the  railroads 
build  for  the  future. 

For  years,  our  railroads  have  met 
growing  freight  demands  smoothly. 
But,  in  the  future,  these  demands  are 
bound  to  explode  as  the  U.S.  focuses 
on  energy  conservation. 

To  increase  freight  volume  sig- 
nificantly, a  number  of  steps  must  be 
taken  soon.  One  is  to  relieve  the 


railroads  of  government  overregula- 
tion,  as  was  suggested  recently  by 
the  U.S.  Secretary  of  Transporta- 
tion. Another  is  to  offer  financial 
incentives  for  rebuilding  and  main- 
taining roadbeds  wherever  neces- 
sary. Which  would  serve  the 
interests  of  national  defense  as  well 
as  commerce. 

At  "frlONESTAR ,  we  have  the  technology 
and  capacity  to  help  this  country 
build  its  great  projects. 

Throughout  history,  America's 
important  building  projects  have 
contributed  to  the  growth  and  pros- 
perity of  our  country.  -frlONESTAR 
believes  it's  time  for  more,  and  we 
believe  we  can  help. 


Of  all  the  energy  consumed  by  transportation,  the 
railroads  use  only  3%. 

■rfrlONESTAR  is  America's  leading 
cement  company  and  the  cement 
industry's  leading  innovator.  For 
example,  -tfrlONESTAR  technology  is 
helping  energy  producers  in  the 


development  of  new  gas  and  oil 
fields.  By  using  our  highly  sophis- 
ticated cement  products,  producers 
can  now  drill  deeper  and  more  effi- 
ciently than  ever  before. 

&LONESTAR— a  thriving  builder 
of  America. 
Besides  being  first  in  cement, 
-fcUONESTAR  is  one  of  the  biggest  and 


High-strength  <riONESTAR  cement  is  used  in  many 
of  the  nation's  railroad  structures. 

most  successful  building  materials 
suppliers.  In  lumber,  aggregate,  and 
ready-mix  concrete  for  construction. 
In  home  care  centers  for  the  do-it- 
yourselfer.  Lone  Star  Industries,  Inc., 
One  Greenwich  Plaza,  Greenwich, 
Conn.  06830.  An  exciting  company. 
A  thriving  company. 

A  great  American  builder. 


mONESTAR 


Hello  from  all 
the  Northerners! 


We  operate  America's  longest 
Jural  gas  pipeline  system. 
?rve  more  than  200  thousand 
'al  and  industrial  customers 
th  propane.  Produce  a  billion 
unds  of  petrochemicals  a 
ar.  Have  a  million  net  acres  to 


explore  for  new  sources  of 
energy.  And  tap  thousands  of  tons 
of  Colorado  coal  a  year.  Hard 
at  work?  You  bet.  But  all  10,000 
of  us  at  Northern  Natural  Gas  iy 
Company  always  have  time  to  I  X|fjl  IMPiM 

say  hello.  1  ^ Wl  "         1  1 

Natural  Gas,  Liquid  Fuels,  Petrochemicals,  Exploration,  Coal 

Home  Office:  Omaha,  Nebraska 


4 


Climate,  In  Arkansas  it  means  more  than  weather.  It  means  readily  avail- 
able development  bonds,  a  receptive,  cooperative  state  government  and  one 
of  the  most  favorable  tax  structures  in  the  nation.  All  of  which  combine  to 
form  an  environment  which  encourages  growth.  And  protects  profits.  Write 
to  us,  or  call,  The  Arkansas  Industrial  Development  Commission,  State 
Capitol,  Little  Rock,  72201.  501  371-1121.  ARKANSAS 


i 


Moreton  Bi>m  of  At  wood  Richards  Inc. 

What  a  little  imitation  mayonnaise  can  do — in  the  right  hands. 


Faces 

Behind  The  Figures 


ner  when  I  met  him  for  the  first  time.  I 
lappen  to  like  the  guy." 

Apparently  the  regard  is  mutual.  "He 
Merszei]  reminds  me  very  much  of 
vhat  I  was  at  his  age,  very  entrepreneur- 
al  minded,"  says  Hammer.  "He  knows 
low  to  make  money."  But  Hammer  re- 
:alls  that  it  was  Merszei  who  first  ex- 
iressed  interest  in  joining  Oxy — and  not 
he  other  way  around.  Either  way,  Ham- 
ner  says,  Joe  Baird  had  no  objections  to 
/lerszei.  On  the  contrary,  Baird  pursued 
he  negotiations  "very  eagerly." 

Who's  the  next  CEO?  Answers  the  in- 
lestructible  Hammer,  "I  haven't  kicked 
he  bucket  yet."  Then  he  names  Baird, 
/lerszei  and  two  Oxy  executive  vice 
iresidents,  Robert  Teitsworth  and  John 
)organ.  "Any  of  these  four  could  be  my 
uccessor.  It's  good  to  have  more  than 
me,  isn't  it?"  he  chuckles. 

"As  far  as  we've  come  in  20  years," 
lammer  reflects,  "the  next  20 — well,  I 
won't  be  around  that  long — the  next  5 
ears,  I  think,  we'll  make  even  greater 
regress.  I  hope  Mr.  Merszei  will  make 
nother  Dow  Chemical  out  of  our  Hook- 
r  Chemical." 


Make  me  an  offer 

everal  years  ago,  Shell  Oil  brought  out  a 
ighly  successful  product  called  the  No- 
'est  Strip,  which  killed  flying  insects, 
"rying  to  capitalize  on  the  success  of  the 
roduct,  Shell  then  developed  a  similar 
roduct  to  be  used  in  garbage  cans.  But  it 
ost  out  to  plastic  garbage  bags.  So  Shell 
/as  stuck  with  5  million  Can  Care  strips. 

But  not  for  long.  Enter  Moreton  Binn, 
the  baron  of  barter" — a  title  conferred 
n  him  by  one  of  the  customers  of  his 
126  million  (revenues)  Atwood  Rich- 
rds  Inc.,  the  largest  barter  organization 
n  the  world. 

Binn  takes  what  you  can't  sell  else- 
where, gives  you  something  else — or  a 
redit — and  trades  it  to  someone  who 
leeds  it.  In  return,  you  get  your  choice  of 
iroducts  or  services  that  others  want  to 
rade  away.  (The  Can  Care  strips  brought 

load  of  unrefined  sugar  from  a  Carjbbe- 
n  resort  facility  that  wanted  them  for 
'est  control.) 

"Barter  is  a  way  of  life  in  Europe,"  says 
he  42-year-old  "baron"  (his  actual  title 
t  Atwood  Richards  is  president).  "In 
ome  cases,  they  really  have  no  choice 
'ecause  of  different  currency  values  and 
luctuations,  different  languages  and  dif- 
srent  customs." 

Of  course,  not  every  deal  is  simple. 
We  traded  some  imitation  mayonnaise 


to  an  ocean  cruise  company  for  cruise 
credits  which  we  traded  to  a  printer  in 
exchange  for  printing  credits,"  recalls 
the  New  York  City  native.  "We  used 
those  credits  to  print  brochures  for  a 
digital  clock  and  took  a  supply  of  clock 
radios  in  exchange  and  traded  them  to  a 
hotel  chain  for  room  and  board  credits. 
We  traded  those  credits  to  TV  stations, 
which  used  them  for  sales  meetings,  and 
took  advertising  time  which  we  gave  to 
the  mayonnaise  company." 

In  another  trade,  he  bartered  bat  ma- 
nure— a  potent  fertilizer — for  snow  skis. 

Orphaned  at  17,  Binn  has  parlayed  his 
trading  sense  into  a  personal  fortune  of 
several  (he  won't  say  how  many)  million 
dollars,  a  fact  that  embarrasses  him.  "I 
don't  do  it  for  the  money,"  he  protests. 
"It's  fun."  But  he  does  get  money,  too,  to 
even  out  some  of  the  trades  and  also  by 
unloading  stuff  to  the  burgeoning  odd-lot 
retailing  industry. 

Recently,  he  parlayed  his  childhood 
hobby  of  horse  handicapping  ("I  couldn't 
spell,  so  I  couldn't  do  crosswords  like 
everybody  else,"  he  recalls)  and  his  mon- 
ey into  Pen-Mor  Thoroughbred  Farms,  a 
$3  million  operation  that  has  produced 
winners  like  JosC  Binn,  a  top  two-year- 
old  last  year  until  he  was  injured. 

But  don't  look  for  Binn  at  the  bettors' 
windows.  "I  don't  gamble,"  he  says,  "I 
think  it's  ridiculous." 


Canon's  big  gun 

Behind  the  desk  of  Fujio  Mitarai,  presi- 
dent of  Canon  U.S.A.,  Inc.,  stands  a 
three-foot-tall  statue  of  Kwanon,  the  an- 
cient Shinto  goddess  of  mercy.  Canon 
U.S.A.  and  lapanese  parent  Canon  Inc., 
the  $1.2  billion  camera,  calculator  and 
copier  maker,  take  their  name  from  the 
goddess,  but  have  shown  little  mercy  to 


competitors  in  the  U.S.  market. 

Mitarai's  edge  comes  from  his  knowl- 
edge of  the  consumer  here  and  his  will- 
ingness to  spend  extra  time  and  money 
on  technology  to  get  a  leg  up  on  the 
competition.  The  43-year-old  nephew  of 
Canon  Inc.'s  chairman,  Takeshi  Mitarai, 
arrived  in  the  U.S.  to  research  the  mar- 
ket back  when  Canon  was  an  also-ran  in 
the  market,  its  products  distributed  slug- 
gishly by  Bell  &  Howell  under  an  agree- 


Fujio  Mitarai  of  Canon  U.S.A. 
No  mercy  for  the  competition. 

ment  that  expired  in  1973.  "In  those 
days,"  Mitarai  says,  "everyone  said  that 
the  U.S.  market  was  flat,  only  for  simple 
cameras.  There  was  a  big  argument 
throughout  the  company  over  whether 
we  should  develop  the  AE-1." 

That  camera,  which  took  $20  million 
and  four  years  to  develop,  was  the  first 
35mm,  single  lens  reflex  (SLR)  with  an 
electronic  shutter  and  computerized  ex- 
posure control.  While  competitors  for 
the  most  part  were  upgrading  existing 
models  with  electronics  bought  outside, 
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It's  here,  America.The  last  thing  you  needed. 
A  world  business  journal  you  cannot  put  down. 


And  now  it  arrives  on  these  shores 
the  day  it's  printed. 


Never  before  has  American 
business  and  world  business  been 
as  interdependent. 

Never  before  have  world  con- 
sumer markets  been  as  ripe  for 
American  goods  and  services.  Nor 
has  international  competition  for 
those  markets  been  as  fierce. 

Never  before  has  it  been  so 
urgent  for  the  American  execu- 
tive to  get  a  fast,  deep  view  of  the 
international  business  world. 

What  813,000  international 
readers  consume  every  day. 
And  why.  The  central  source  to 
which  these  readers  turn  right 
now  for  their  complete  and  daily 
world  business  picture  is  now 
available  to  you. 

In  fact,  a  recent  independent 
study  by  the  R.  Russell  Hall 
Company  reveals  that  the  Finan- 
cial Times  indeed 


188.128 


74.799 


Financial  Times 
linage  us.  2  top 
U.S.  business 
dailies. 


188,128 


29.985 


offers  you  79.5 
percent  more 
international  news 
than  six  top  U.S. 
business  publica- 
tions combined.* 
And  why?  Be- 
cause, quite  natu- 
rally, the  six  leading 
U.S.  business 
publications  we 
measured  must 
devote  their  primary 
space  to  the  domestic 
business  scene. 

The  bar  charts 
here  represent,  in 
graphic  terms,  the 
Financial  Times' 
world  business  cover- 
age compared  to 
leading  U.S.  business 
newspapers  and 
magazines. 

(We  would  be 
delighted  to  mail 
you  a  reprint  of  the  complete  Hall 
Study  at  your  request.) 

'Based  on  a  survey  conducted  by  R.  Russell  Hall 
Company,  Jan.  1979,  of  six  leading  U.S.  business 
publications  as  defined  by  the  1976  Wall  Street 
Journal  readership  study  of  Corporate  Finance 
Professionals:  Wall  Street  Journal ,  Business  Week, 
New  York  Times,  Barron's,  Forbes,  Fortune. 


Financial  Times 
Image  us.  4  top 
U.S.  business 
magazines. 


188,128 


104,784 


Financial  Times 
linage  us.  all  6 
top  U.S.  business 
publications. 


On  to  the  nature  of  Financial 
Times  reporting,  should  you  be 
unfamiliar  with  it. 

372  journalists  around  the 
world  make  a  difference. 

They  provide  a  unique  ability  for 
analyzing  business  in  depth 
around  the  world. 

It  is  they  who  report  and 
interpret  the  effects  of  every 
major  world  event  on  world 
business.  Including  even  the  cost 
of  raising  money  worldwide, 
global  fluctuations  of  raw  mate- 
rial markets,  tracking  of  19  world 
stock  markets.  And  regular 
reports  on  what  2,500  corpora- 
tions around  the  world  are  up  to. 
228  Industry,  Country  and 
Market  sections  last  year. 
On  an  average  of  four  times  a 
week,  the  Financial  Times  pub- 
lishes revealing  supplements  on 
specific  aspects  of  world  business. 

These  unique  sections  detail 
the  facts  of  business  life  in  both 
developed  and  developing  mar- 
kets for  you.  They  examine  the 
same  world  market  trends  and 
growth  potentials  your  company 


needs  in  order  to  identify  export 
and  investment  opportunities. 

Now.  The  day  it's  printed, 
it's  here.  On  January  2nd  of  this 
year,  the  premiere  edition  of  our 
new  "same  day"  European- 
American  Edition  began. 

That  historic  issue,  and  every 
one  since,  is  composed  in  London, 
transmitted  by  Muirhead  facsim- 
ile system  to  Frankfurt.  There, 
special  portions  of  particular 
interest  to  overseas  businessmen 
are  assessed  and  edited  in.  The 
paper  is  then  printed  and  shipped 
by  jet  to  America— all  in  a  matter 
of  hours. 

It  arrives  at  JFK  Airport  in 
New  York,  for  dispersal  to  other 
U.S.  cities  on  the  day  it  is  printed. 

In  fact,  in  parts  of  New  York, 
Chicago  and  Washington,  D.C., 
many  of  our  papers  are  already 
being  delivered  by  hand-carrier. 

Just  call  1-800-528-6050  Ext. 
404  to  get  full  details  on  our 
delivery  in  your  area  and  our 
introductory  subscription  offers. 
Or  mail  the  coupon  we  have 
provided  here. 


3  Introductory  Subscription  Offers 

Mail  to:    Financial  Times,  F.T.  Publications,  Inc.,  75  Rockefeller  Plaza, 
New  York,  N.Y.  10019.    Or  call:    1-800-528-6050  Ext.  404. 

]  (A)  YES,  start  sending  me  Financial  Times.  I  may  cancel  at 
any  time  and  receive  a  full  refund  for  all  unmailed  issues 
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Canon  started  from  scratch  and  built  a 
modular  system  with  sophisticated 
homegrown  electronic  controls. 

The  AE-1  was  an  instant  hit  in  the 
marketplace.  One  market  survey  says 
the  AE-1  is  the  preferred  choice  of  more 
than  50%  of  the  country's  18  million 
35mm  camera  users.  True  or  not,  the  fact 
is  that  sales  of  all  Japanese-made  35mm 
SLRs  here  have  more  than  doubled  since 
the  Canon  AE-l's  entry  into  the  market 
in  mid- 1976,  with  unit  sales  reaching  1.6 
million  last  year  from  750,000  in  1976. 
Canon,  from  being  an  also-ran  in  single 
lens  reflex  models,  now  has  about  25%  of 
the  market.  "Before  the  AE-1,"  Mitarai 
says,  "Canon's  quality  was  the  best-kept 
secret  in  the  U.S." 

Mitarai  says  cameras  accounted  for 
65%  of  Canon  U.S.A. 's  $317  million 
sales  last  year,  up  from  $137  million  two 
years  ago.  Unlike,  say,  television  sets  or 
automobiles,  cameras  weren't  a  case  of 
Japanese  versus  Americans;  even  before 
the  AE-1  the  Japanese  had  the  bulk  of 
the  market.  Canon's  chief  victims  were 
Pentax  and  Nikon  and  Minolta.  No  quo- 
ta problems  for  Canon — or  mercy  from 
Kwanon. 


A  classic  turnaround? 

The  roof  fell  in  on  Allendale  Mutual  In- 
surance Co.  last  year — 98  of  them  to  be 
exact,  due  to  heavy  snows.  "And  these 
recent  tornados  will  take  probably  some- 
thing more  than  $10  million  out  of  our 


bottom  line,"  laments  George  R.  West, 
last  month  named  Allendale's  president 
and  chief  executive  officer. 

West,  58,  faces  a  tough  but  promising 
assignment.  Just  four  years  ago,  Allen- 
dale Mutual  decided  to  extend  its  poli- 
cies, at  no  additional  charge,  to  cover 
roof  collapse.  West  was  not  with  the 
company  when  the  decision  was  made, 
but  his  predecessor,  now  chairman,  Wil- 
liam Goodall  Jr.  calls  it  "the  dumbest 
thing  we  ever  did." 

Last  year  was  not  a  good  one  for  the 
$329  million  (1978  revenues)  company. 
There  was  a  loss  of  $20.2  million  on 
underwriting  earnings,  and  the  Federal 
Trade  Commission  blocked  a  proposed 
merger  with  Arkwright-Boston  Manu- 
facturers Mutual  Insurance  Co.,  which 
would  have  brought  in  some  younger 
management. 

West  came  to  Allendale  from  a  job  as 
senior  vice  president  at  Arkwright-Bos- 
ton, and  if  the  merger  had  gone  through, 
would  have  headed  the  new  company,- 
both  companies  are  members  of  the  Fac- 
tory Mutual  System,  which — with  two 
other  mutuals — maintains  a  fire  research 
facility  near  Allendale's  Johnston,  R.I. 
headquarters. 

West  takes  over  at  an  awkward  time. 
After  several  years  of  prosperity,  the 
property  and  casualty  business  is  moving 
into  one  of  its  regular,  predictable  down- 
turns. West  says:  "At  the  moment  the 
competition  is  about  as  tough  as  I've  ever 
seen  it." 

But  besides  his  well-demonstrated 
talents,  West  has  a  powerful  fact  going 
for  him:  At  only  1.3  to  1,  Allendale's 
premiums-to-surplus  ratio  is  nearly 
twice  as  good  as  the  industry  average. 
It  was  this  rock-solid  conservatism  that 
carried  Allendale  safely  through  its  loss 
period.  In  theory  at  least,  this  strong 


ratio  gives  Allendale  the  ability  to  wri 
a  good  deal  of  additional  coverage — t 
equivalent  of  unused  capacity  in  an  i 
dustrial  company — and  the  setting  foi 
classic  turnaround. 


A  small  price 

At  first  glance,  it  looks  as  though  Atla 
tic  Richfield  Co.  is  breaking  ranks  wi 
the  rest  of  the  oil  industry  on  the  issue 
taxing  the  excess  profits  that  come  fro 
decontrolling  the  price  of  "old"  o 
ARCO  President  Thornton  F.  Bradsha' 
61,  says  he  won't  oppose  President  Ci 
ter's  tax  proposal,  while  the  other  mai 
oil  companies  are  pretty  much  doing  tl 
usual  knee-jerk  moaning  about  taxes  at 
free  enterprise. 

The  way  Bradshaw  sees  it,  an  exce 
profits  tax  is  a  small  price  to  pay  Co 
gress  and  consumers  for  the  opportuni 
to  move  domestic  prices  up  to  wor 


Thornton  F.  Bradshaw  of  ARCO 
Excess  profits  tax?  So  what? 


levels.  He  says,  "If  it  is  politically  essei 
tial  that  there  be  an  excess  profits  tax  I 
accomplish  decontrol,  well,  so  be  it." 

However  statesmanlike  that  sounds, 
also  has  to  be  the  way  the  rest  of  th 
industry  really  feels  about  the  issui 
whatever  their  spokesmen  are  saying  fc 
public  consumption.  After  all,  as  Brae 
shaw  points  out,  how  much  will  it  real! 
cost  the  industry  anyway?  Says  the  ond 
time  teacher  at  Harvard  Business  Schoo 
"At  least  half  and  possibly  60%  of  th 
incremental  profits  flowing  from  decor 
trol  would  go  to  the  federal  government 
under  current  tax  laws.  So  the  differenc 
under  a  new  excess  profits  tax  "isn't  a. 
that  much." 

ARCO  has  a  tradition  of  going  it 
own  way.  Though  the  majors  were  fc 
the  most  part  indifferent  to  the  oi 
depletion  allowance  in  its  last  day? 
ARCO  people  openly  supported  repea. 
Their  positions  on  the  environment  an 
other  industry  rallying  points  also  oftei 
seem  to  go  against  the  current.  Some  c 
that,  however,  may  be  a  function  c 
ARCO  Chairman  Robert  O.  Anderson' 
involvement  with  the  Aspen  Institut 
for  Humanistic  Studies  and  its  conceri 
with  such  heady  matters  as  corporat 
responsibility. 

Another  unconventional  move  by  th 


George  R.  West  of  Allendale  Mutual  Insurance  Co. 

Becoming  a  leading  authority  on  the  effects  of  ill  winds. 
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THAT'S  ADT  TECHNOLOGY. 

SAVING  ENERGY 
AS  IT  WATCHES  THE  STORE. 

In  this  case  it's  many  "stores":  Burdine's  department  stores,  located  throughout  the  state  of  Florida.  An  ADT  CentraScan 
security  system,  with  its  computerized  console  installed  in  their  Miami  headquarters,  not  only  watches  for  fire  and 
burglary  at  sixteen  locations,  but  pays  itself  off  by  managing  energy  output  in  many  of  these  facilities  as  well. 
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Burdine's  is  only  one  of  the  many  companies 
across  the  country  that  have  found  they  can  save 
money  on  energy  and  automation  while  getting 
the  finest  in  electronic  security  protection- 
thanks  to  ADT's  CentraScan  73  System. 

ADT  has  applied  the  same  advanced  technol- 
ogy and  century-long  experience  to  this  on-site 
system  that  have  made  our  own  electronic  moni- 
toring stations  the  source  of  peace  of  mind  for 
over  150,000  customers.  We  watch  over  the  U.S. 
Mint,  the  Pentagon  and  General  Motors'  plants. 
Now  we  can  help  you  watch  over  your  own  plant, 
warehouse,  barik,  store  or  building. 


ELECTRONIC  fl 
WATCHDOG 
SYSTEMS 


CentraScan  73's  computer  can  be  programmed 
to  monitor  your  HVAC  functions,  lighting,  access 
and  communications.  The  savings  it  can  bring  in 
energy  can  be  significant.  And  the  losses  it  can 
prevent  from  burglary  or  fire  can  mean  the 
difference  between  your  business'successand 
failure.  Write  today  for  details. 

ADT  One  World  Trade  Center, 
New  York,  N  Y  10048. 


D 


Call  toll-free 
800-821-7700.  Ext  704 

in  Missouri  800-892-7655  Ext  704 


One  Dollar  note 


Let's  put  our  heads  together. 

The  Deutsche  Bank  would  like  to  talk  to  you  about  your  financial 
problems  -  national  and  international.  >u 

Our  international  business  experience  dates  back  over  100  yearsf f 
as  Germany's  largest  bank  and  one  of  the  world's  leading  banking 
institutions.  Our  strength  lies  in  that  experience,  an  extensive 
branch  system  in  the  German  home  market  and  an  international 


Fifty  Deutschmark  note 


letwork  of  operations  in  49  countries  throughout  the  world.  Let's 
)ut  our  heads  together  and  talk  business.  You  can  contact  us  in  one 
)f  the  world's  foremost 
inancial  centers: 
Jew  York. 

eutscheBank  AG  New  York  Branch,  9  West  57th  Street,  P.  O.  Box  890,  Radio  City  Station,  New  York,  N.Y  10019  U.S.A., 
k :  (212)  940-8000,  Telex:  TRT  177747 


Deutsche  Bank 


In  1872,  an  ambitious  young  carpenter 
got  his  start  in  Cleveland.  His  international 
company  is  still  thriving  there,  today. 


It  was  April.  Young  Samuel  Austin  was 
headed  for  America.  He  had  left  his  job  in 
Grantham,  England,  taking  only  his  carpenter's 
tools. 

Later,  he  wrote:  "We  had  heard  that  large 
numbers  of  men  were  needed  to  rebuild  Chicago 
after  The  Great  Fire.  Some  of  us  had  agreed  to 
leave  for  America,  but  when  the  time  came  to 
depart,  all  the  others  backed  out.  I  decided  to 
go  alone!* 

Just  over  a  decade  later,  in  Cleveland 
instead  of  Chicago,  Austin  had  already  built  the 
workshop  shown  in  the  left  of  the  photo  below. 
Located  directly  behind  his  residence  at  the 
right,  it  supplied  doors  and  sash  for  his  growing 
construction  business. 

Today,  The  Austin  Company  is  an  inter- 
national organization  with  design,  engineering 
and  construction  experience  that  encompasses 
virtually  every  type  of  commercial,  industrial 
and  institutional  facility.  The  company's  offices 
throughout  the  world  combine  local  purchasing, 
hiring  and  sensitivity  with  international  scope 
and  expertise. 

Austin  offers  a  full  range  of  services— from 
consulting  through  interior  furnishing— all  pro- 
vided with  undivided  responsibility.  For  more 
information,  contact  The  Austin  Company. 
Cleveland,  Ohio,  44121. 


One  current  project,  above,  is  an  aircraft  manufac- 
turing, maintenance  and  overhaul  base  near 
Athens,  Greece,  designed  and  under  construction 
for  Hellenic  Aerospace  Industries. 
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12.7  billion  (revenues)  company:  While 
[obil  diversifies  into  packaging  and  re- 
eling and  Exxon  moves  into  the  office 
luipment  field,  ARCO  acquired  the  ail- 
[g  British  Sunday  paper,  the  Observer. 

Flying  higher 

u  wouldn't  think  Max  E.  Bleck  would 
all  that  hopeful  about  his  business 
ese  days.  As  president  of  Piper  Air- 
[aft,  the  Bangor  Punta  Corp.  division 
[at  makes  small  propeller  planes,  he 
ight  be  viewing  with  alarm  all  the  fare 
Its  that  have  passengers  thronging  to 
e  commercial  airlines.  And  the  soaring 
»sts  of  fuel  from  decontrol  of  domestic 
1  would  also  seem  to  portend  a  tailspin 
r  Piper  and  its  general  aircraft  competi- 
rs,  mainly  Beech  and  Cessna. 
jBut  that's  not  the  case  at  all.  Piper's 
asiness  is  booming,  and  the  52-year-old 
leek  thinks  it's  going  to  continue,  pre- 
^ely  because  of  commercial  deregula- 
3n  and  higher  fuel  costs.  Four  years  ago, 
per  had  about  22%  of  the  general  avi- 
ion  market  with  sales  of  $165  million 
id  pretax  earnings  of  $5  million.  Last 
[ar  sales  rose  to  $337  million,  pretax 
[come  hit  3>35  million  and  market  share 
fmbed  to  around  35% . 
One  reason  for  this  new  growth  is 
at,  along  with  fare  deregulation,  the 
ajor  airlines  also  have  been  allowed  to 
b  off  routes  and  that  means  fewer 
fort-haul  and  small-town  scheduled 
ghts.  Says  Bleck,  "The  commuter,  air 
pri  and  charter  businesses  have  expand- 
,  dramatically  as  commercial  airlines 
mtract  their  route  structure." 
(Rising  fuel  costs  don't  bother  Bleck 
per.  In  fact,  he  sees  them  as  another 
jge.  "Smaller  planes  are  more  fuel-effi- 
pnt,"  the  Buffalo-born  engineer  main- 
Ins.  "Our  single-engine  six-seat  model 


Gerald  Ronson  of  Heron  Corp. 

Un-English  aggressor  seeks  government  regulated  acquisitions. 


'X  E  Bleck  of  Piper  Aircraft 

us  prospects  from  elbow-rubbers. 


gets  around  75  miles  per  seat  per  gallon. 
A  747  gets  around  40." 

Besides  all  that,  use  of  company  planes 
has  become  an  important  perk  even  for 
executives  of  smaller  businesses.  Ob- 
serves Bleck,  "With  commercial  flights 
so  crowded,  it's  no  longer  convenient  for 
businessmen  to  fly  commercially." 

Double  protection 

Over  the  past  decade,  Gerald  Ronson  has 
become  one  of  Britain's  richest  men. 
Heron  Corp.,  his  family-owned  com- 
pany, barreled  from  next-to-nothing  to  a 
$600  million-a-year  conglomerate.  And 
40-year-old  Ronson  has  steadily  poured 
the  profits  from  a  chain  of  nearly  200 
gasoline  stations  and  one  of  his  country's 
largest  automobile  distributorships  into 
prime  real  estate  (Forbes,  Oct.  1,  1977). 
Today,  Heron's  property  portfolio  in  the 
U.K.  and  Europe  gives  the  firm  gross 
assets  of  nearly  $500  million. 

Now,  with  his  decidedly  un-English  ag- 
gressiveness, the  London-born  Ronson  is 
out  to  expand  in  the  U.S.  Already,  he  has 
$25  million  earmarked  for  the  move  and 
a  powerful  retinue  of  advisers — Cravath, 
Swaine  &  Moore;  Price,  Waterhouse  & 
Co.  and  Salomon  Bros.  What's  more, 
he'll  spend  one  week  each  month  at  New 
York's  Pierre  Hotel  exploring  his  op- 
tions. "I'm  not  rushing  to  come  back 
with  something,  like  a  woman  out  shop- 
ping," explains  Ronson,  who  at  age  14V2 
left  high  school  for  the  family's  furniture 


factory.  "But  the  U.S.  is  a  huge  country, 
the  last  true  bastion  of  capitalism.  And 
we  want  to  have  25%  of  our  assets  there 
by  the  mid-1980s. 

Operations  of  the  sort  that  have  made 
most  of  Ronson's  money  in  the  U.K., 
however,  aren't  on  his  acquisition  list.  "I 
don't  want  to  run  service  stations  or  sell 
cars  in  the  U.S.,"  he  says.  "Those  are 
sharp-end  aggravation  businesses  with 
minuscule  margins.  They're  highly  com- 
petitive and  need  lots  of  personnel  who 
really  don't  care  about  their  jobs.  You 
can't  really  manage  things  3,000  to  5,000 
miles  away." 

Instead,  building  on  a  recent  U.K.  in- 
surance diversification,  Ronson  likes  the 
idea  of  owning  a  financial  organization 
here.  "We  are  attracted  to  property  and 
casualty  companies,  savings  and  loans 
and  consumer  credit,"  says  Ronson. 
"There  you  deal  with  sophisticated  man- 
agement that  can  work  without  some- 
one from  Heron  sitting  beside  them  24 
hours  a  day.  And  m  the  right  regions, 
with  the  right  specialties,  there's  a  good 
opportunity  for  growth.  Also,  these  busi- 
nesses are  regulated,  and  that's  double 
protection  for  a  foreign  investor.  You  can 
rest  easier  at  night  knowing  that  some- 
one from  the  government  is  also  watch- 
ing your  operations." 

Why  is  Ronson  telling  us  all  this?  "If 
nobody  knows  we're  in  your  market- 
place, nobody  will  come  knocking  at  our 
door  with  situations,"  he  concludes, 
with  refreshing  candor.  ■ 
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How  to  avoid  foreign  entanglements. 


There  are  real  advantages  in  having  international 
insurance  placed  with  the  same  company  that  writes 
the  related  domestic  insurance. 

It  allows  the  foreign  exposures  to  be  insured  under 
the  same  terms  and  conditions  as  the  domestic 
operations. 

More  important  is  the  confidence  that  comes  with 
having  those  far  away  risks  in  the  hands  of  those  who 
have  proven  their  expertise  closer  to  home. 

As  overseas  operations  have  become  more  impor- 
tant to  many  businesses,  Chubb  has  expanded  its 
branch  and  affiliate  network  in  those  parts  of  the 
world  where  you  probably  need  us  most. 

If  you  have  a  question  concerning  overseas  insur- 
ance, contact  your  Chubb  representative.  In  addition 
to  helping  you,  he  can  send  you  a  copy  of  our  Inter- 
national Directory.  And  prove  to  you  that  foreign 
expertise  isn't  foreign  to  us. 

CHUBB 

Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 


The  Rates 500s 


Vhipsawed  by  nonstop  inflation  and  increasing  anxiety  about  ener- 
y,  many  people  in  business  found  1978  hard  on  the  newes.  In 
ollars,  however,  last  year  s  results  weren't  all  that  hard  to  take. 

The  500th  company  in  profits  ten  years  ago  was  Hilton, 
netting  $14  million.  This  year  it's  Consolidated  Papers,  with 
$43.9  million. 

The  500th  in  assets  in  1969  was  a  utility,  San  Diego  Gas  & 
Electric,  with  $416  million  in  bricks  and  mortar.  Now  it's 
Liberty  National  Corp.,  with  assets  of  $1.3  billion. 

By  the  same  standard,  only  the  stock  market's  idea  of  a  big 
company  would  seem  to  have  survived  more  or  less  intact.  Ten 
years  ago,  the  stock  of  the  500th  company  of  the  Stock  Value 
roster,  the  Broadway-Hale  retail  chain,  was  worth  $280  mil- 
lion. The  500th  this  year,  Wendy's  International,  was  worth 
$308  million.  Not  much  would  seem  to  have  happened  at  the 
top  of  that  list  either.  Then  as  now,  IBM  headed  the  Stock 
Value  roster,  its  stock  worth  $35.6  billion  at  the  end  of  1968 
and  $43.5  billion  ten  years  later. 

Such  long  views  can  be  foolishly  misleading.  Investors  in 
IBM  have  had  periods  of  both  joy  and  fear  in  a  decade  that  saw 
two  market  plunges  approaching  the  debacle  of  1929  in  their 
severity.  In  1973  IBM  hit  its  alltime  high  of  36514;  in  1974  it 
dropped  to  150V4 .  And  that  was  mighty,  and  mightily  loved, 
IBM,  no  less. 

For  all  its  volatility  the  market's  valuation  of  the  nation's 
biggest  businesses  may  be  a  more  reliable  guide  to  real  growth 
than  raw  numbers  tracking  sales,  earnings  and  assets,  which 
are  unable  to  separate  real  growth  from  inflation  bloat.  The 
unsentimental  market  seems  to  have  done  just  that. 
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n  three  of  the  four  dimensions  of  U.S.  business  uniquely 
measured  by  Forbes  in  this,  its  eleventh,  annual  directory 
I  issue,  the  500  largest  companies  combined  showed  toler- 
ly  good  year-to-year  growth.  If  the  fourth  measure,  the  stock 
arket's  valuation,  was  not  exactly  tonic  to  their  nerves,  it 
is  at  least  a  decided  improvement  over  the  year  before.  The 
imbers: 

1978  1977 
Sales  +13.0%  +12.2% 

Profits  +15.4  +13.3 

Assets  +13.1  +12.2 

Stock  Value  +  3.0  -  9.3 

Inflation  must  temper  every  judgment  of  growth  these  days, 
le  13%  rise  in  the  Sales  500  total  works  out  to  less  than  half 
at — about  5% — in  constant  dollars.  The  inflation  discount 
i  profits  is  almost  that  severe.  Nevertheless,  it's  instructive 

check  current  notions  about  bigness  against  the  same  no- 
ms  a  decade  ago.  Inflation  or  no,  a  "Forres  500"  company  is 
ot  bigger  today.  We  checked  our  first  500  rosters,  published 

1969,  and  looked  at  the  last  company  on  each  list.  Here's 
lat  we  found: 

The  500th  company  on  the  Sales  roster  a  decade  ago  was 
irborundum  (acquired  by  Kennecott  last  year);  its  sales  came  to 
55  million.  The  500th  company  on  1978's  Sales  roster  is 
Lllamette  Industries,  with  sales  of  $772  million. 


The  Forbes  Sales  500 


If  the  present  pace  continues,  ev- 
ery company  on  the  Sales  500  list 
will  be  in  the  once-exclusive  bil- 
lion dollar  club  in  two  years. 

Big  Business  scored  a  13%  sales  gain  last  year  as  the  500 
largest  companies  in  the  U.S.  turned  in  gross  revenues  of 
$1.60  trillion  as  against  1977's  $1.42  trillion.  Adjusted 
for  inflation  at  an  average  rate  of  7.7%  for  the  period,  that 
works  out  to  a  real  gain  of  about  5% — better  than  the  real 
growth  rate  of  the  gross  national  product  (3.6%). 

Only  24  of  the  top  500  companies  showed  any  decline  in 
sales  (most  notably  Chrysler  Corp.'s  18.5%  downturn,  reflect- 
ing the  sale  of  its  European  and  South  American  facilities). 
That  was  a  far  smaller  number  than  the  28  declines  in  1 977  and 
the  44  the  year  before  that,  further  testimony  to  the  accelerat- 
ing pace  of  inflation  and  the  revenue-inflating  impact  of  corpo- 
rate takeovers. 

Six  companies  made  it  on  the  Forbes  Sales  500  for  the  first 
time.  While  that  is  about  the  usual  amount  of  turnover  exper- 
ienced in  the  last  several  years,  it  took  at  least  $772  million  in 
revenues  to  make  the  list  last  year  for  Willamette  Industries, 
the  500th  company.  That's  about  $100  million  more  in  sales 
than  1977's  500th  company,  Zale,  had  to  have.  If  this  pace 
continues,  every  company  on  the  Forbes  Sales  500  will  have 
joined  the  once-exclusive  billion  dollar  club  in  two  years'  time. 

Not  surprisingly,  banks  generally  led  the  field  in  terms  of 
gross  revenue  gains,  largely  because  of  the  increased  money 
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%  Change 

Rank 

Sales 

Over 

1978 

1977 

Company 

[$000,0001 

1977 

1 

1 

General  Motors 

63,221 

15.0 

2 

2 

Exxon 

60,335 

11.5 

3 

3 

Ford  Motor 

42,784 

13.1 

4 

4 

American  Tel  &  Tel 

40,993 

12.3 

5 

5 

Mobil 

34,736 

8.1 

supply  that  tends  to  accompany  increased  inflation:  Citicoi 
was  up  36.5%,  Manufacturers  Hanover  up  30.4%,  J. P.  Morga 
&  Co.  (Morgan  Guaranty)  up  29.1%,  Chase  up  33.3%,  Cont 
nental  Illinois  up  39.1%  and  First  Chicago  up  28.5%. 

Despite  the  continuing  energy  crisis,  many  of  the  oil  majoi 
turned  in  revenue  gains  that  were  well  below  average  last  yea 
in  part  because  Americans  were  starting  to  be  more  carefi 
about  energy  usage.  Shell  Oil  was  up  9.4%,  Mobil  8.1%,  Occ 
dental  4.1%,  Texaco  2.5%,  Gulf  just  1.3%.  All  of  which  mad 
the  47.5%  gain  of  British  Petroleum's  Standard  Oil  of  Ohii 
(with  its  Alaskan  crude-field)  look  particularly  sparkling. 

Other  once-proud  names  scored  well  below  average  in  sale 
gains  also:  Zenith  Radio  just  1.5%,  Levi  Strauss  7.9%,  Wei 
tinghouse  8.6%,  Sears,  Roebuck  6.6%,  R.J.  Reynolds  2.8% 
W.R.  Grace  8.4%,  Litton  Industries  6.1%,  Loews  7%,  Centn 
Soya  1.1%  and  NCR  just  3.5%. 

But  for  all  the  sound  and  fury  of  a  hyperactive  corporat 
takeover  market  last  year,  it  was  in  the  main  the  truly  oul 
standing  companies  that  set  the  pace  in  revenue  gains,  not  th 
corporate  acquisitors:  Polaroid  up  29.6%,  Digital  Equipmen 
up  35.7%,  Harris  up  35%,  Wal-Mart  up  31%,  SmithKline  u: 
42.5%,  Dayton-Hudson  up  36.5%,  Fluor  up  43.6%  and  c 
course  Boeing,  up  35.9%. 
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6 

6 

Texaco 

28,608 

2.5 

61 

71 

Philip  Morris 

4,969 

29.1 

116 

129 

Inland  Steel 

3,248 

21.1 

7 

7 

Sears,  Roebuck 

23,486 

6.6 

62 

56 

R  ]  Reynolds  Inds 

4,952 

2.8 

117 

115 

General  Mills 

3,243 

11.5 

8 

8 

Standard  Oil  Calif 

23,232 

11.1 

63 

61 

Firestone 

4,878 

10.2 

U8 

125 

CBS 

3,242 

16.8 

9 

9 

IBM 

21,076 

16.2 

64 

60 

Amerada  Hess 

4,701 

2.4 

119 

121 

Raytheon 

3,239 

14.9 

10 

11 

General  Electric 

19,654 

12.2 

65 

67 

Minn  Mining  &  Mfg 

4,662 

17.1 

120 

108 

Loews 

3,238 

7.0 

11 

13 

IntI  Tel  &  Tel 

19,399 

16.2 

66 

62 

Cities  Service 

4,661 

6.2 

121 

122 

Textron 

3,231 

15.3 

12 

10 

Gulf  Oil 

18,069 

1.3 

67 

70 

Lucky  Stores 

4,658 

19.0 

122 

120 

CPC  International 

3,222 

12.3 

13 

14 

Standard  Oil  Ind 

14,961 

14.9 

68 

64 

Connecticut  General 

4,645 

Hi 

123 

111 

Teledyne 

3,221 

8.8 

14 

12 

Chrysler 

13,618 

-18.5 

69 

69 

Household  Finance 

4,545 

15.5 

124 

117 

General  Dynamics 

3,205 

10.5 

15 

15 

Safeway  Stores 

12,551 

11.6 

70 

63 

Marathon  Oil 

4,509 

6.1 

125 

124 

Owens-Illinois 

3,132 

12.3 

16 

16 

Atlantic  Richfield 

12,298 

12.1 

71 

96 

Chase  Manhattan 

4,461 

33.3 

126 

133 

Southland  Corp 

3,090 

21.8 

17 

18 

K  mart 

11,813 

17.4 

72 

66 

Winn-Dixie  Stores 

4,444 

11.2 

127 

128  American  Home  Prod 

3,063 

14.1 

18 

17 

Shell  Oil 

11,063 

.  9.4 

73 

76 

Georgia-Pacific 

4,403 

19.8 

128 

126 

Continental  Corp 

3,059 

10.3 

19 

19 

United  States  Steel 

11,050 

15.0 

74 

82 

Armco 

4,357 

22.8 

129 

135 

Dresser  Industries 

3,054 

20.3 

20 

21 

J  C  Penney 

10,845 

15.8 

75 

72 

Greyhound 

4,351 

13.3 

130 

127 

Foremost-McKesson 

3,050 

13.2 

21 

20 

E  I  du  Pont 

10,584 

12.2 

22 

26 

Engelhard  Minerals 

10,155 

38.5 

23 

22 

Continental  Oil 

9,455 

8.7 

24 

23 

Aetna  Life  &  Cas 

9,454 

16.3 

25 

25 

Tenneco 

8,762 

17.8 

76 

81 

Coca-Cola 

4,338 

21.9 

77 

73 

Colgate-Palmolive 

4,312 

12.4 

78 

79 

Gulf  &  Western  Inds 

4,312 

18.4 

79 

68 

W  R  Grace 

4,310 

8.4 

80 

83 

PepsiCo 

4,300 

21.3 

131 

131 

Super  Valu  Stores 

3,033 

16.9 

132 

109 

Consolidated  Edison 

3,011 

-0.4 

133 

183 

Iowa  Beef  Processors 

2,968 

46.7 

134 

136 

Union  Pacific 

2,963 

17.2 

135 

159 

Dayton-Hudson 

2,962 

36.5 

26 

24 

General  Tel  &  Elec 

8,723 

13.6 

81 

75 

INA 

4,225 

13.0 

136 

149 

FMC 

2,913 

27.1 

27 

27 

Procter  &  Gamble 

8,100 

11.2 

82 

80 

Deere 

4,155 

15.3 

137 

130 

Southern  Company 

2,907 

9.2 

28 

29 

Union  Carbide 

7,870 

11.8 

83 

77 

International  Paper 

4,150 

13.1 

138 

134 

Warner-Lambert 

2,878 

13.2 

29 

30 

Kroger 

7,828 

16.0 

84 

84 

McDonnell  Douglas 

4,130 

16.5 

139 

188 

Fluor 

2.866 

43.6 

30 

46 

Citicorp 

7,556 

36.5 

85 

90 

American  Express 

4,085 

18.5 

140 

144 

Reynolds  Metals 

2,829 

20.3 

31 

32 

Goodyear 

7,489 

13.0 

86 

74 

Ralston  Purina 

4,058 

8.0 

141 

138 

PPG  Industries 

2,794 

11.5 

32 

28 

Great  Atl  &  Pac  Tea 

7,470 

2.5 

87 

93 

Alcoa 

4,052 

18.6 

142 

165 

Eaton 

2,791 

32.2 

33 

33 

Sun  Company 

7,428 

15.7 

88 

92 

American  Can 

3,981 

15.7 

143 

139 

Food  Fair 

2,786 

14.3 

34 

31 

Travelers 

7,317 

10.4 

89 

78 

Continental  Group 

3,944 

7.7 

144 

141 

American  Cyanamid 

2,746 

13.8 

35 

42 

Caterpillar  Tractor 

7,219 

23.4 

90 

102 

UAL 

3,890 

19.1 

145 

151 

Control  Data 

2,738 

20.0 

36 

39 

Eastman  Kodak 

7,013 

17.5 

91 

89 

Coastal  States  Gas 

3,835 

11.1 

146 

132 

Uniroyal 

2,736 

6.0 

37 

34 

Phillips  Petroleum 

6,998 

1 1.4 

92 

87 

Borden 

3,803 

9.2 

147 

152 

American  Airlines 

2,736 

20.1 

38 

48 

BankAmerica  Corp 

6,964 

28.4 

93 

99 

Weyerhaeuser 

3,799 

15*7 

148 

140 

United  Brands 

2,724 

12.5 

39 

35 

Dow  Chemical 

6,888 

10.5 

94 

107 

City  Investing 

3,792 

23.5 

149 

197 

IC  Industries 

2,670 

42.6 

40 

38 

IntI  Harvester 

6,664 

11.5 

95 

103 

TRW 

3,787 

16.0 

150 

186 

Mfrs  Hanover  Corp 

2,624 

30.4 

41 

36 

Westinghouse  Elec 

6,663 

8.6 

96 

105 

National  Steel 

3,750 

19.5 

151 

161 

Schlumberger 

2,619 

21.2 

42 

47 

Halliburton 

6,642 

22.4 

97 

88 

American  Stores 

3,738 

7.9 

152 

137 

NCR 

2,611 

3.5 

43 

40 

RCA 

6,601 

12.2 

98 

94 

Trans  World 

3,695 

8.9 

153 

146 

Celanese 

2,609 

12.5 

44 

50 

Beatrice  Foods 

6,314 

19.4 

99 

91 

Litton  Industries 

3,653 

6.1 

154 

155 

B  F  Goodrich 

2,594 

16.7 

45 

44 

United  Technologies 

6,265 

12.9 

100 

101 

Sperry  Rand 

3,649 

11.6 

155 

154 

American  Motors 

2,585 

15.6 

46 

37  Occidental  Petroleum 

6,253 

4.1 

101 

98 

Bendix 

3,649 

10.5 

156 

143 

May  Dept  Stores 

2,583 

9.0 

47 

49 

Bethlehem  Steel 

6,185 

15.2 

102 

110 

Signal  Companies 

3,605 

20.0 

157 

184 

Pullman 

2,582 

27.8 

48 

45 

F  W  Woolworth 

6,103 

10.1 

103 

114 

Honeywell 

3,548 

21.9 

158 

145 

Carnation 

2,576 

10.3 

49 

43 

Union  Oil  California 

5,955 

5.1 

104 

118 

Consolidated  Foods 

3,536 

22.3 

159 

147 

Boise  Cascade 

2,573 

11.1 

50 

53 

Xerox 

5,902 

16.3 

105 

104 

Transamerica 

3,527 

9.9 

160 

174 

Texas  Instruments 

2,550 

24.6 

51 

51 

Esmark 

5,827 

11.0 

106 

100 

|ewel  Companies 

3,516 

7.3 

161 

167    Burlington  Northern 

2,532 

20.0 

52 

52 

Kraft 

5,670 

8.2 

107 

97 

Getty  Oil 

3,515 

5.9 

162 

153         IU  International 

2,521 

12.6 

53 

41 

Rockwell  IntI 

5,669 

^.3 

108 

113 

lohnson  &  Johnson 

3,497 

20.0 

163 

177       Columbia  Gas  Sys 

2,470 

20.8 

54 

65 

Boeing 

5,463 

35.9 

109 

95 

Lockheed 

3,485 

3.3 

164 

150  Singer 

2,469 

8.1 

55 

54  Federated  Dept  Stores 

5,405 

9.8 

110 

116 

Republic  Steel 

3,479 

19.6 

165 

157  Kaiser  Alum  &  Chem 

2,466 

13.1 

56 

55 

General  Foods 

5,376 

9.5 

111 

106 

Champion  IntI 

3,475 

11.1 

166 

148 

Crown  Zellerbach 

2,456 

6.5 

57 

58 

LTV 

5,261 

11.8 

112 

86 

Pacific  Gas  &  Elec 

3,433 

-2.1 

167 

156 

Bristol-Myers 

2,450 

11.8 

58 

85 

Standard  Oil  Ohio 

5,198 

47.5 

113 

123 

Fedl  Natl  Mortgage 

3,322 

19.1 

168 

194 

I  P  Morgan  &  Co 

2,448 

29.1 

59 

57 

Ashland  Oil 

5,167 

8.0 

114 

119 

American  Brands 

3,293 

13.9 

169 

169 

Commonwlth  Edison 

2,443 

16.6 

60 

59 

Monsanto 

5,019 

9.2 

115 

112 

Allied  Chemical 

3,268 

11.8 

170 

170 

Burroughs 

2,422 

15.9 
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%  Change 

Rank  Sales  Over 

1978  1977  Company  ($000,000|  1977 


171 

142 

Burlington  Inds 

2,421 

1.4 

172 

195 

Chemical  New  York 

2,409 

28.1 

173 

182 

American  Elec  Power 

2,389 

17.6 

174 

212 

Norton  Simon 

2,380 

35.5 

175 

178 

Eastern  Air  Lines 

2,380 

16.9 

176 

180 

Pfizer 

2,362 

16.3 

177 

196 

Northwest  Industries 

2,360 

25.8 

178 

162 

Standard  Brands 

2,358 

11.0 

179 

176 

Combustion  Engnrng 

2,332 

14.0 

180 

164 

Ingcrsoll-Rand 

2,331 

10.3 



181 

172 

So  Calif  Edison 

2,329 

12.8 

182 

181 

Borg-Warner 

2,326 

14.5 

183 

203 

Mead 

2,322 

27.5 

184 

187 

St  Regis  Paper 

2,300 

15.2 

185 

168 

Southern  Pacific 

2,278 

8.6 

186 

205 

Albertson's 

2,269 

24.9 

187 

201 

Anheuser-Busch 

2,260 

22.9 

188 

208 

Dana 

2,253 

25.6 

189 

207 

Fruehauf 

2,245 

24.9 

190 

173 

Fleming  Companies 

2,233 

8.7 

191 

179 

Pub  Svc  Elec  &  Gas 

2,220 

9.2 

192 

200 

Motorola 

2,220 

20.1 

193 

193 

Pan  Am  World  Air 

2,205 

15.6 

194 

238 

Continental  Illinois 

2,201 

39.1 

195 

158 

Central  Soya 

2,201 

1.1 

196 

166 

Genl  Tire  &  Rubber 

2,199 

4.2 

197 

171 

Nabisco 

2,197 

6.0 

198 

190 

Lincoln  Natl  Corp 

2,193 

13.5 

199 

192 

North  Amer  Philips 

2,184 

13.9 

200 

206 

Emerson  Electric 

2,177 

20.4 

201 

175 

Rapid-American 

2,170 

6.1 

202 

198 

H  1  Heinz 

2,150 

15.0 

203 

299 

Carrier 

2,137 

63.1 

204 

256 

Carter  Hawley  Hale 

2,117 

40.6 

205 

209 

American  Standard 

2,111 

17.8 

206 

191 

Allied  Stores 

2,108 

9.4 

207 

199 

Santa  Fe  Industries 

2,099 

13.4 

208 

189 

Whirlpool 

2,083 

7.6 

209 

160 

Kerr-McGee 

2,072 

t4.3 

210 

202  Supermarkets  General 

2,062 

12.7 

211 

216 

Delta  Air  Lines 

2,051 



19.3 

212 

218 

El  Paso  Company 

2,031 

19.8 

213 

185 

Texas  Eastern 

2,028 

0.6 

214 

224 

Avon  Products 

2,015 

22.2 

215 

220  Utd  Energy  Resources 

2,004 

19.6 

216 

243 

Western  Bancorp 

2,000 

29.4 

217 

276 

Charter  Company 

1,994 

39.2 

218 

210 

Campbell  Soup 

1,984 

12.1 

219 

215 

Merck 

1,981 

14.9 

220 

290 

American  Intl  Group 

1,981 

46.6 

221 

225 

Amer  Nat  Resources 

1,963 

19.6 

222 

228 

Gamble-Skogmo 

1,955 

19.6 

223 

217 

Hercules 

1,946 

14.6 

224 

226 

U  S  Fidelity  &  Gty 

1,938 

18.1 

225 

268 

Bankers  Trust  NY 

1,924 

31.4 

•  Not  on  500  list  m  1977. 


%  Change 

Rank  Sales  Over 

1978  1977  Company  ($000,000)  1977 


226 

219  Northern  Natural  Gas 

1,919 

.13.8 

227 

214 

Kimberly  Clark 

1,91 1 

10.7 

228 

259 

Wickes 

1,910 

28.4 

229 

262 

First  Chicago  Corp 

1,906 

28.5 

230 

213 

Seaboard  Coast  Line 

1,904 

8.7 

231 

237 

N  L  Industries 

1,893 

19.3 

232 

397 

Kennecott  Copper 

1,886 

103.8 

233 

204 

Beneficial  Corp 

1,885 

3.6 

234 

229 

Peoples  Gas 

1,879 

15.1 

235 

263 

Walter  Kidde 

1,878 

27.4 

236 

230 

Gould 

1,870 

15.5 

237 

227 

Consumers  Power 

1,867 

14.1 

238 

260  Owens-Corning  Fbrgls 

1,860 

25.2 

239 

163  Archer  Danls  Midland 

1,857 

-12.2 

240 

255 

Eli  Lilly 

1,852 

22.0 

241 

221 

Interco 

1,851 

11.1 

242 

235 

Ogden 

1,835 

15.2 

243 

223 

R  H  Macy 

1,834 

10.4 

244 

233 

Northrop 

1,830 

14.3 

245 

234 

Dart  Industries 

1,820 

13.7 

246 

253 

Colt  Industries 

1,808 

18.5 

247 

231 

Amer  Broadcasting 

1,784 

10.3 

248 

247 

Allis  Chalmers 

1,762 

14.6 

249 

232 

Stop  &  Shop 

1,762 

9.3 

250 

295 

Security  Pacific 

1,760 

32.0 

251 

275 

Martin  Marietta 

1,758 

22.1 

252 

294 

AMAX 

1,751 

30.9 

253 

244 

ARA  Services 

1,749 

13.6 

254 

264 

Melville 

1,747 

18.6 

255 

258  Amer  Hospital  Supply 

1,742 

17.0 

256 

239  Amer  Genl  Insurance 

1,740 

10.6 

257 

287 

Hewlett-Packard 

1,728 

27.1 

258 

246 

Avco 

1,728 

12.3 

259 

272 

Pacific  Lighting 

1,727 

18.9 

260 

254 

Scott  Paper 

1,725 

13.5 

261 

236 

Gillette 

1,710 

7.8 

262 

270 

Pillsbury 

1,705 

16.7 

263 

252  Missouri  Pacific  Corp 

1,702 

11.4 

264 

311 

Time  Inc 

1,698 

35.8 

265 

249 

Kellogg 

1,691 

10.3 

266 

242 

Quaker  Oats 

1,686 

8.7 

267 

271 

ENSERCH 

1,684 

15.6 

268 

240 

Levi  Strauss 

1,682 

7.9 

269 

251 

Diamond  Shamrock 

1,678 

9.6 

270 

284 

Jim  Walter 

1,672 

21.2 

271 

280 

White  Consolidated 

1,656 

18.3 

272 

269 

Johns  Manville 

1,655 

13.2 

273 

245 

J  P  Stevens 

1,651 

7.3 

274 

267 

Florida  Power  &  Lt 

1,647 

12.5 

275 

283 

McDonald's 

1,644 

18.7 

276 

■ 

Fuqua  Industries 

1,643 

160.1 

277 

278 

CIT  Financial 

1,640 

12.1 

278 

274 

Middle  South  Utils 

1,622 

12.4 

279 

222 

Reserve  Oil  &  Gas 

1,614 

-2.9 

280 

257 

Chessie  System 

1,608 

7.8 

%  Chang! 

Rank  Sales  Over 

1978  1977  Company  ($000,000)  1977 


281 

266  Associated  Dry  Goods 

1  606 

282 

286 

Tp vat  I  1 1 1 1  f  1 1 ■  v 

1  604 

i  7  3 

283 

273 

Detroit  Edison 

1,590 

9.6 

284 

277 

Consol  Natural  Gas 

1,586 

11.2 

285 

289 

Koppers 

1,582 

167 

286 

265 

Olin  Corp 

1,560 

5.9 

287 

250 

Houston  \  irnr  il  (■  iv 

1  554 

1.4 

288 

312 

Pennzoil 

1,553- 

24.6 

289 

279 

FACCAK 

1,552 

9.3 

290 

282 

St  Paul  Companies 

1,543 

1  1.1 

291 

316 

Alco  Standard 

1,541 

2478 

292 

292 

Crum  &  Forster 

1  540 

14.2 

293 

342 

Merrill  Lynch  &  Co 

1,529 

36.0 

294 

306 

Cummins  Engine 

1,521 

20.3 

295 

293 

Squibb 

1,516 

13.0 

296 

308 

National  Distillers 

1511 

20.3 

297 

285 

SCM 

1  509 

9.6 

298 

298 

Clark  Equipment 

1,508 

14.9 

299 

297 

Amfac 

1,501 

13.5 

300 

315 

Williams  Companies 

1,497 

20.8 

301 

326 

Foster  Wheeler 

1  488 

25.2 

302 

348 

Wells  Fargo 

1  488 

35.5 

303 

300 

Dillon  Companies 

1,465 

13.4 

304 

288 

Va  Electric  &  Power 

1,465 

7.8 

305 

281 

Phila  Electric 

1,457 

4.4 

306 

241 

Grumman 

1,455 

-6.3 

307 

248 

Fisher  Foods 

1,452 

-5.5 

308 

335 

Revlon 

1,452 

27.0 

309 

313 

Abbott  Laboratories 

1,445 

16.1 

310 

357 

Digital  Equipment 

1,437 

35.7 

311 

325 

United  Telecom 

1,433 

20.3 

312 

304  Studebkr  Worthington 

1,424 

12.0 

313 

302 

Ethyl 

1,422 

10.9 

314 

340 

Times  Mirror 

1,411 

24.9 

315 

322 

Panhandle  Eastern 

1,411 

17.1 

316 

329 

U  S  Gypsum 

1,398 

18.8 

317 

337  Chromalloy  American 

1,397 

23.1 

318 

305 

Duke  Power 

1,397 

10.2 

319 

307 

Zayre 

1,394 

10.5 

320 

347 

Consol  Freightways 

1,386 

25.7 

321 

324 

Malone  &  Hyde 

1  383 

15.5 

322 

356 

Polaroid 

1  377 

29.6 

323 

296 

U  S  Industries 

1,370 

2.8 

324 

303  Intl  Minerals  &  Chem 

1,364 

6.6 

325 

327 

Oscar  Mayer 

1,350 

13.6 

326 

353 

Houston  Industries 

1  349 

26. 1 

327 

323 

Emhart 

1  346 

12.3 

328 

291 

Pittston 

1,344 

-0.5 

329 

331 

Central  &  South  West 

1,339 

14.7 

330 

338 

Upjohn 

1,333 

17.5 

331 

368 

Castle  &  Cooke 

1,330 

30.5 

332 

317 

Stauffer  Chemical 

1,328 

7.7 

333 

310 

General  Public  Utils 

1,327 

6.0 

334 

318 

AMF 

1,316 

7.1 

335 

328 

Sterling  Drug 

1,315 

11.1 

236 
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Carolina's  sitting  pretty.  We  have  a  con- 
stitutionally mandated  balanced  state 
budget .  .  .  one  of  the  lowest  per  capita 
tax  burdens  in  the  nation.  We've  built 
technical  schools,  colleges  and  univer- 
sities needed  to  provide  business  with 
both  highly  skilled  workers  and  well  ed- 
ucated professionals.  Our  construction 
and  leasing  costs  have  historically  been 
the  lowest  in  the  nation. 

We're  at  the  heart  of  7  million  con- 
sumers in  the  strategic  Piedmont  Cres- 
cent and  closer  to  centers  of  buying 
power  than  any  other  Southeastern 
state.  We  have  one  of  the  highest  worker 
productivity  rates  in  the  nation  and  the 
lowest  rate  of  business  failure.  Now 
that's  sitting  prettv. 


mile  to  create  an  environment  u.  \vi  i  i 
our  cities  can  grow  and  prosper  .  .  be- 
cause we  know  that  once  a  city  fails 
apart,  all  the  king's  horses  and  all  the 
king's  men  can  never  quite  put  it  all  back 
together  again. 

Find  out  how  your  business,  be  it  cor- 
porate or  sales  offices,  research  and  de- 
velopment facilities,  manufacturing 
plant  or  distribution  headquarters,  can 
share  the  wealth  of  a  South  Carolina 
city.  Write  or  call  the  professionals  at 
the  South  Carolina  State  Development 
Board,  Robert  Leak,  Director,  Suite  2 13, 
Post  Office  Box  927,  Columbia,  South 
Carolina  29202.  (803)  758-3145, 
TWX  (810)  666-2628. 


The  Forbes  Sales  500 


%  Change 


Rank 

Sales 

Over 

1978 

1977 

Company  ($000,0001 

1977 

336 

334 

Warner  Commun 

1,309 

14.5 

337 

370 

Allegheny  Ludlum 

1,306 

30  3 

338 

320 

]  Ray  McDermott 

1,294 

5.7 

339 

319  Niagara  Mohawk  Pwr 

1,280 

4.4 

340 

350 

NICOR 

1,279 

18  2 

341 

330 

Tesoro  Petroleum 

1,276 

8.5 

342 

336 

Southern  Railway 

1,261 

10.6 

343 

359 

Crown  Cork  &  Seal 

1,260 

20. 1 

344 

343 

Rohm  &  Haas 

1,254 

1 1 .5 

345 

344 

Corning  Glass  Works 

1,252 

1 1.8 

346 

367 

Marriott 

1,250 

14.6 

347 

346 

George  A  Hormel 

1,245 

12.5 

348 

349 

Armstrong  Cork 

1,244 

14.2 

349 

332 

Reliance  Group 

1,240 

7.1 

350 

339 

Crane 

1,227 

8  3 

351 

364 

Texas  Gas  Transmn 

1,220 

17.6 

352 

345 

A  E  Staley  Mfg 

1,214 

8.7 

353 

366 

Holiday  Inns 

1,202 

16.1 

354 

393 

MCA 

1,193 

26.7 

355 

321 

Walgreen 

1,193 

—2.5 

356 

351 

Union  Camp 

1,192 

10.2 

357 

341 

Murphy  Oil 

1,191 

5  9 

358 

333 

Heublein 

1,190 

3  4 

359 

360 

Sunbeam 

1,178 

12  6 

360 

362 

ASARCO 

1,175 

12.3 

361 

403 

Evans  Products 

1,170 

27.3 

362 

352 

American  Petrofina 

1,168 

8  5 

363 

354 

Tosco 

1,166 

9. 1 

364 

402 

Lear  Siegler 

1,155 

25  5 

365 

382 

Wheeling  Pitts  Steel 

1,155 

19.5 

366 

363 

McGraw-Edison 

1,154 

10.5 

367 

411 

Crocker  Natl  Corp 

1,149 

29  4 

368 

391 

Genuine  Parts 

1,149 

21.8 

369 

416 

Clorox 

1,147 

31.4 

370 

371 

Westvaco 

1,139 

13  8 

371 

365 

Sherwin-Williams 

1,132 

9.3 

372 

377 

)ack  Eckerd 

1,131 

15.4 

373 

423 

First  Natl  Boston 

1,131 

33.2 

374 

372 

Brunswick 

1,126 

12.6 

375 

405 

Ryder  System 

1,124 

22  9 

376 

463 

SmithKline  Corp 

1,112 

42.5 

377 

378 

Diamond  Intl 

1,108 

1  "X  1 
l  o.o 

378 

379 

Libbey-Owens-Ford 

1,107 

13  1 

379 

381 

Timken 

1,106 

13.5 

380 

314  Norfolk  &  Western  Ry 

1,097 

1  1  7 
— 11./ 

381 

309 

White  Motor 

1,096 

-12.6 

382 

420 

Lone  Star  Industries 

1,092 

7A  R 
iO.o 

383 

407 

Skaggs  Companies 

1,090 

1  1  1 
Z  1  . 1 

384 

373 

Chubb 

1,087 

7  7 

385 

394 

Schering-Plough 

1,082 

15.1 

386 

396 

Giant  Food 

1,081 

15.4 

387 

390 

Safeco 

1,079 

14.4 

388 

392 

GAF 

1,063 

12.8 

389 

387 

Tandy 

1,059 

11.6 

390 

435 

So  Natural  Resources 

1.054 

27.8 

■  Not  on  500  list  in  1977.    NC  Not  comparable. 


%  Change 


Rank 

Sales 

Over 

1978 

1977 

Company  ($000,000) 

1977 

391 

369 

Genesco 

1,048 

3.3 

392 

452 

Louisiana-Pacific 

1,042 

'51  1 

a  i  .z 

393 

389 

Air  Prods  &  Chems 

1,039 

O  7 

y.  / 

394 

414 

General  Signal 

1,030 

1 7.6 

395 

418 

H  F  Ahmanson 

1,024 

to.  J 

396 

399 

Eltra 

1,020 

10.6 

397 

468 

Marine  Midland 

1,008 

11  u 

398 

384 

Phelps  Dodge 

1,007 

399 

427 

Baxter  Travenol 

1,004 

1  ii  0 
1  o.  V 

400 

449 

Roadway  Express 

985 

11  H 
ZZ.o 

401 

410 

Brown  Group 

984 

10.4 

402 

383 

Zenith  Radio 

980 

1  c 
1  .D 

403 

412 

No  States  Power 

979 

1  1  1 
11.1 

404 

413 

Clark  Oil  &  Refining 

976 

1  I  .D 

405 

460 

Transco  Companies 

975 

24.6 

406 

454  Baltimore  Gas  &  Elec 

974 

23.0 

407 

406 

Wetterau 

974 

a  ^ 

408 

380 

National  Can 

973 

—0.3 

409 

445 

Chesebrough-Pond's 

973 

in  n 
zu.u 

410 

456 

Braniff  Intl 

972 

11  Q 

411 

432 

Reliance  Electric 

966 

16.5 

412 

374 

First  Natl  Supermkts 

966 

1  7 

— Z.  / 

413 

476 

Wal-Mart  Stores 

961 

310 

414 

398 

Gt  Northern  Nekoosa 

961 

A  fi 

415 

425 

Norton 



960 

1 1  1 
1  o.  z 

416 

444 

Black  &  Decker 

960 

18.3 

417 

404 

Kane-Miller 

959 

A  A 

418 

385 

Amstar 

956 

n  a 

U.O 

419 

448 

No  Indiana  Pub  Svc 

950 

1  7  8 

1  /  .O 

420 

433 

Kemper  Corp 

948 

1  A  ^ 

421 

428 

Richardson- Merrell 

945 

13.0 

422 

434 

Waldbaum 

941 

13  9 

423 

442 

Petrolane 

941 

424 

NC 

American  Financial 

938 

7  A 
t  .0 

425 

400 

Commonwealth  Oil 

931 

i  n 

1  .u 

426 

438 

Fred  Meyer 

927 

12.7 

427 

457 

Mercantile  Stores 

922 

16  8 

428 

430 

Pennwalt 

921 

10  4 

429 

466 

Interlake 

921 

in  i 

zu.z 

430 

421 

Dillingham 

920 

7  1 

l  .0 

431 

483 

Baker  International 

919 

29.7 

432 

429 

National  Tea 

919 

9  9 

433 

469 

Continental  Tel 

914 

21  3 

434 

459 

Hammermill  Paper 

912 

1 5  9 

435 

395 

Jos  Schlitz  Brewing 

911 

-2.8 

436 

472 

National  Gypsum 

906 

21.1 

437 

467 

Union  Electric 

904 

18.2 

438 

447 

Carolina  Pwr  &  Lt 

903 

1  1  a 

439 

436 

Long  Island  Lighting 

899 

0  1 

440 

462 

Allegheny  Power 

898 

14  9 

441 

431 

Di  Giorgio 

897 

8.1 

442 

441 

Certain-teed 

895 

9.5 

443 

a 

Charter  New  York 

894 

33.0 

444 

443 

West  Point-Pepperell 

885 

8.4 

445 

458 

Campbell  Taggart 

885 

12.3 

%  Changi 

Rank 

Sales 

Over 

1978 

1977 

v-ompany  ( 

$000,0001 

1977 

446 

480 

Whittaker 

884 

22.8 

447 

470 

knight  Kidder  News 

879 

16.9 

448 

437  Washington  Natl  Corp 

877 

6.6 

449 

461 

Morrison  knudsen 

876 

12.2 

450 

490 

Northwest  Bancorp 

875 

25.8 

451 

388 

Anderson,  Clayton 

874 

-7.9 

452 

415 

Blue  Bell 

872 

-0.2 

453 

■ 

Harris  Corp 

872 

35.0 

454 

409 

Flickinger 

870 

-2.5 

455 

446 

Akzona 

869 

7.4 

456 

419 

Provident  Life  &  Acc 

867 

0.4 

457 

450 

Ohio  Edison 

Q  A 

458 

498 

Turner  Construction 

860 

26.2 

459 

474 

Rexnord 

859 

15.5 

460 

477 

General  Reinsurance 

852 

16.8 

461 

440 

Liggett  Group 

849 

3.6 

462 

471 

G  D  Searle 

848 

13.2 

463 

■ 

General  Cable 

848 

36.7 

464 

422 

Dravo 

845 

-0.8 

465 

451 

Northeast  Utilities 

841 

5.7 

466 

475 

Universal  Leaf 

839 

13.8 

467 

491 

Western  Air  Lines 

7n  7 

zu.  / 

468 

■ 

Parsons 

834 

of  A 

469 

488 

Sysco 

ozy 

ion 

470 

426 

Intl  Multifoods 

823 

—2.9 

471 

485 

Leaseway  Transportn 

822 

17.1 

472 

465 

Northwest  Energy 

820 

0. 1 

473 

484 

ACF  Industries 

819 

1 6. 1 

474 

497 

Harsco 

815 

19.3 

475 

482 

Transway  Intl 

ono 

ouy 

476 

481 

Avnet 

807 

12.1 

477 

478 

A  O  Smith 

807 

10.9 

478 

■ 

Mellon  National  Corp 

806 

in  z 
zU.O 

479 

489 

Sperry  &  Hutchinson 

805 

1  C  *7 
1  D.f 

480 

■ 

AMP 

801 

26.6 

481 

455 

St  foe  Minerals 

798 

0.9 

482 

473 

Pa  Power  &  Light 

798 

f  .L 

483 

453 

Scot  Lad  Foods 

707 

U.D 

484 

■ 

First  Bank  System 

la  n 
zy.U 

485 

■ 

Lowe's  Companies 

793 

19.9 

486 

■ 

Revco  D  S 

792 

20.3 

487 

500 

Zale 

1  o.o 

488 

361 

Northwest  Airlines 

/  vU 

1A  £ 
— Z4.  J> 

489 

493 

Potlatch 

7U7 

/Of 

1  A  7. 
1  .o 

490 

424 

Arlen  Realty  &  Dvpt 

785 

7  C 

491 

494 

Borman's 

784 

14.1 

492 

499 

Cooper  Industries 

/  oZ 

l  ^  1 

1  D.Z 

493 

■  Yellow  Freight  System 

781 

ZU.3 

494 

495 

SCOA  Industries 

780 

lo.y 

495 

■ 

RR  Donnelley  &  Sons 

1 8U 

496 

■ 

Cyclops 

779 

19.8 

497 

■ 

Continental  Airlines 

775 

17.9 

498 

417 

Trans  Union 

773 

-11.3 

499 

492 

Cincinnati  G  &  E 

773 

12.0 

500 

■ 

Willamette  Inds 

772 

18.3 

238 
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The  name  that's  a  leader 

in  calculators  and  electronic  cash  registers 


Victor  Business  Products  is  Kidde's  outstanding 
performer  in  office  products.  The  reasons?  More  than  6,000 
facilities,  for  sales  and  service  in  every  U.S.  county  and  80 
nations.  State  of  the  art  products  like  the  new  600  series 
calculator  that  sets  new  standards  for  reliability  and 
performance.  And  premium  features  across  the  line,  without 
premium  price  tags. 

Victor  electronic  cash  registers  are  also  scoring  big  in  the 
fast-moving  world  of  retailing.  With  ECR  products  that  range 
from  stand-alone  units  to  expandable  systems  with  data 
communications  capabilities. 

These  quality  products,  and  hundreds  of  others  from  Kidde, 
have  helped  produce  record  sales,  net  income  and  earnings  per 
share  year  after  year.  And  now  annual  sales  are  at  a  rate  in 
excess  of  $2  billion.  To  learn  more  about  Kidde,  write  for  our 
Annual  Report.  Walter  Kidde  &  Company,  Inc.,  9  Brighton 
Road,  Clifton,  New  Jersey  07015.  And  to  find  out  more 
about  the  Victor  Business  Products,  call  Victor's  toli-free 
number  (800)  447-4700;  in  Illinois  (800)  322-4400. 


Some  Kidde  leadership  products: 

Industrial,  commercial 

Grove  hydraulic  cranes 

Victor  business  machines  and  temporary  services 
N.J.  Office  Supply,  Scott  Rice  office  products 
Ross-Martin  forms  management  services 
American  Desk  auditorium  and  stadium  seating 
Dura  automotive  components 
Garden  State  auto  seat  leathers 
Weber  aircraft  equipment 

Safety,  security,  protection 

Kidde,  Fenwal,  TOTAL  fire  protection  equipment 
Sargent,  Presto,  Arrow  locks 
Globe  guards  and  investigative  services 
LeFebure  banking  equipment 

Consumer,  recreation 

Farberware  cookware  and  appliances 
Progress  lighting  fixtures 
Keystone,  Mobilite  lamps 
Rexair  Rainbow  vacuum  cleaners 
Spartus  clocks 

Lucien  Piccard,  Arnex  watches 
Ertl  die-cast  toys,  model  kits 
Vanity  Fair  electronic  toys 
Bear  archery  equipment 
Daisy  air  rifles 
PGA  golf  equipment 
Nissen  gymnasium  equipment 
Valley  coin-operated  pool  tables 
K&S  lawn  equipment 


The  Forbes  Earnings  500 


Even  allowing  for  inflation,  the 
500  showed  good  profit  growth. 
But  there  are  worrisome  trends. 


Net 

Vo  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

1978  1977 

Company 

($000,000) 

1977 

($000,000) 

1978 

1 

1 

American  Tel  &  Tel 

5,272.6 

16.0 

10,812 

1 

2 

2 

General  Motors 

3,508.0 

5.1 

6,544 

2 

3 

3 

IBM 

3,110.6 

14.4 

4,934 

3 

4 

4 

Exxon 

2,763.0 

14.0 

4,441 

4 

5 

5 

Ford  Motor 

1,588.9 

-5.0 

2,903 

5 

6 

6 

General  Electric 

1,229.7 

13.0 

1,806 

9 

7 

9 

Mobil 

1,125.6 

12.0 

2,016 

6 

8 

7 

Standard  Oil  Calif 

1,105.9 

8.8 

1,727 

10 

9 

8 

Standard  Oil  Ind 

1,076.4 

6.4 

1,989 

7 

10 

11 

Sears,  Roebuck 

905.5 

8.3 

1,125 

20 

11 

15 

Eastman  Kodak 

902.3 

40.2 

1,267 

16 

12 

10 

Texaco 

852.5 

-8.4 

1,822 

8 

13 

13 

Shell  Oil 

813.6 

10.7 

1,411 

15 

14 

14 

Atlantic  Richfield 

804.3 

14.7 

1,602 

12 

15 

12 

Gulf  Oil 

791.0 

5.2 

1,617 

11 

16 

18 

E  I  du  Pont 

787.0 

44.4 

1,563 

13 

17 

20 

Phillips  Petroleum 

710.5 

37.4 

1,171 

17 

18 

19 

Intl  Tel  &  Tel 

654.3 

21.0 

1,125 

21 

19 

16 

General  Tel  &  Elec 

627.2 

12.1 

1,530 

14 

20 

17 

Dow  Chemical 

575.2 

3.5 

1,137 

18 

The  price  of  admission  to  the  Forbes  Profits  500  lis 
jumped  from  $37.1  million  to  $43.9  million  last  year,  a: 
total  profits  for  the  nation's  largest  companies  rose 
15.4%  to  $89.9  billion.  That  was  a  slight  improvement  ove 
1977's  13.3%  gain.  Adjusted  for  inflation  at  an  average  rate  o 
7.7%  for  the  period,  that  works  out  to  a  real  gain  of  a  shade 
over  7% — not  brilliant,  but  not  bad  either. 

While  the  number  of  companies  showing  profit  decline; 
dropped  sharply  from  65  to  52  last  year,  the  dechners  tended  tc 
be  concentrated  heavily  in  the  hard-pressed  utility  sector 
Consolidated  Edison  off  4.3%,  Southern  California  Edison  ofl 
2%,  General  Public  Utilities  off  2.8%,  Cleveland  Electric  Illu- 
minating off  11.4%,  Ohio  Edison  off  22.9%,  Potomac  Electric 
Power  off  7.3% — a  worrisome  trend. 

A  little  "trigger  price"  protection  against  foreign  price-cut- 
ting gave  the  steel  industry  a  powerful  lift  last  year:  U.S.  Steel 
was  up  75.5%,  Inland  80%,  National  86.9%,  Republic  170.7%; 
and  Bethlehem  came  roaring  out  of  the  red  to  rank  79th  with 
profits  of  $225.1  million.  Fare  discounting  as  a  result  of  dereg 
ulation  proved  that  competition  need  not  be  such  a  terrible 
thing  for  the  nation's  airlines:  UAL  soared  225.3%,  American 
up  64.2%,  Pan  American  164%,  and  Eastern  93.6%— profits 
they  urgently  need  to  finance  the  fleet  modernization  that  is 
powering  Boeing's  79.1%  earnings  growth.  And  then  of  course 
there  was  the  gold  mine  of  gambling  profits:  Resorts  Interna- 
tional up  1,907.2%. 

If  anyone  still  thinks  that  the  oil  companies  are  profiteering 
from  the  continuing  energy  crisis,  just  look  down  the  Forbes 
Profits  500  at  the  below-average  results  last  year:  Exxon  up 
14%,  Mobil  up  12%,  Standard  of  California  up  8.8%,  Standard 
of  Indiana  up  6.4%,  Shell  up  10.7%,  Gulf  up  just  5.2%.  And 
Texaco  declined  8.4%.  There's  no  sign  of  a  windfall  in  such 
numbers. 
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Foreign  exchange: 

A  word  with  the  key  Swiss  bank 
could  open  the  way  for  you. 


Foreign  exchange  is 
hardly  foreign  to  us!  Swiss 
Bank  Corporation  is  a  recog- 
nized leader  in  the  volatile 
and  often  confusing  world  of 
foreign  exchange,  and  our  ex- 
pertise could  lead  to  signifi- 
cant savings  for  you. 

Unlike  many  institutions,  Swiss  Bank  Corporation 
has  been  active  in  foreign  exchange  for  many  years.  We 
have  carefully  put  together  one  of  the  best  teams  of  Amer- 
ican and  Swiss  FX  experts  anywhere.  With  a  network  of 
offices  throughout  North  America,  Europe,  Asia  and  the 
Middle  East,  we  are  continuously  in  touch  with  inter- 
national financial  developments  as  they  occur.  This  means 
that  your  international  exposure  is  always  being  looked 
after,  24  hours  a  day,  throughout  the  world. 

In  addition  to  providing  purely  financial  services, 
Swiss  Bank  Corporation  sponsors  seminars  and  work- 


Pictured,  left  to  right  Peter  Skorpil  Deputy  Chief  Trader, 
Peter  Wehrli.  VP  and  Chief  Trader  and  AntoineFavre.  Corporate  Advisory  Service 


shops  that  highlight  such 
topics  as  Foreign  Exchange 
Exposure  Management,  In- 
terpretation of  Political  and 
Economic  Events  and  How 
They  Affect  the  Markets, 
and  The  Euro-Markets.  Our 
seminars  and  workshops  have 
achieved  a  world-wide  reputation  for  technical  compre- 
hensiveness. 

We  have  served  the  American  business  community 
for  40  years  with  offices  now  in  New  York,  San  Francisco, 
Chicago,  and  Atlanta.  Our  New  York  office  alone  has  a 
staff  of  over  700  dedicated  professionals  ready  to  meet 
your  banking  needs. 

So,  if  your  company  could  benefit  from  the  expertise 
of  a  major  international  banking  group,  consider  Swiss 
Bank  Corporation.  Our  keys  have  been  opening  financial 
doors  around  the  world  since  1872. 


Swiss  Bank  Corporation 


Main  Off  ice  U.S.A.:  New  York.  Four  World  Trade  Center.  10048. 
212/938-3500. 

Branches:  Chicago,  150  S.  Wacker  Drive,  60606. 312/346-0350  and  San 
Francisco,  120  Montgomery  St..  94104, 415/434-2640 
Agency:  Atlanta.  235  PeachtreeSt ,  N.E.,  30303, 404/522-1600. 
Representative  Offices:  Houston,  One  Allea Center,  77002,  713/658- 
0561 .  Los  Angeles,  800  W  Sixth  St.,  90017,  213/489-5900 
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■  Not  on  500  list  in  1977.    D-P  Deficit  to  profit. 
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Bad  things  can  happen. 


We  insure  insurance 
companies  against  catastrophic 
losses. 

To  manage  these  risks,  we  have 
more  underwriters,  with  more 
experience,  and  more  ideas,  in 
more  places,  than  any  other 
American-owned  reinsurance 


General  Re 


General  Reinsurance  Corporation 

600  Steamboat  Road,  Greenwich  CT  06830 


Squeeze  the  lemons,  not  the  spirit. 


EngiooPs  and  builders 
for  a  planet  on  the  move. 


It  doesn't  require 
a  college  education 
to  know  that  living 
and  working 
in  a  complicated 
society  is  a  compli- 
cated business. 


But  when  the  effort 
required  to  follow 
the  rules  exceeds 
any  benefit  to  be 
gained  from 
playing  the  game, 
people  start  to  look 
for  other  games. 


Or  start  playing  by 
other  rules. 

Somewhere 
between  anarchy 
and  absolutism  is 
the  productive 
balance.  Finding  it 
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HOW  THE  NEW  EATON  PROFITS  FROM  CHANGE 


Detroit  needs  a  billion  dollars  worth  of  miracle  chips  by  1981. 

And  that's  just  for  starters. 


We  profit  from 
change  in  semi 
conductors... 


The  wafer  on  the  hood  holds  up  to  300  chips. 
Each  chip  is  a  mini-computer  (photo  at  left). 
A  computer  that  will  change  the  way  you  drive. 
The  first  major  application:  the  ignition  system 
of  your  car. 

Computer  chips  will  also  direct  air 
and  fuel  mixtures,  govern  speed, 
signal  when  anti-freeze  is  low,  when  to 
change  oil.  They'll  shift  gears  and 
balance  suspension  when  you  corner. 
They'll  increase  performance  and 
save  gas. 

The  companies 
making  these  chips 
are  growing  fast.  So 
the  companies  that 


automated  stor- 
age and  retrieval 
systems... 


make  the  equipment  that  makes  the 
chips  have  to  grow  just  as  fast.  And 
we're  in  the  thick  of  that  growth - 
through  our  Cutler-Hammer  group,  a 
leader  in  electronics  and  a  recent 
Eaton  acquisition. 

Our  base  is  broad  and  balanced. 
Our  sales  have  grown  to  an  annual 
rate  of  $3  billion.  Earnings  per  share 
have  increased  45%  during  the  last  five  years. 
And  with  our  growing  involvement  in  advanced 
technology  for  industry,  we  expect  to  profit 
from  change  even  more  in  the  years  ahead. 

For  the  complete  story  write:  Eaton 
Corporation,  World  Headquarters,  100  Erieview 
Plaza,  Cleveland,  Ohio  441 14. 


and  hydrostatic 
transmissions  for\ 
farm  equipment. 
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23.3 

1 80 

219 

143 

111 

Detroit  Edison 

146.9 

1.6 

262 

124 

203 

124 

Allied  Chemical 

120.2 

-13.1 

323 

87 

144 

204 

Safeway  Stores 

146.1 

42.8 

313 

92 

204 

181 

NLT 

120.2 

8.3 

180 

218 

145 

Kaiser  Alum  &  Chem 

145.5 

29.8 

218 

162 

205 

189 

Intl  Minerals  &  Chem 

120.1 

11.0 

203 

186 

146 

125 

Kellogg 

145.1 

5.0 

181 

215 

206 

301 

Studebkr-Worthington 

119.9 

73.2 

150 

259 

147 

139 

Levi  Strauss 

i  a  ^  n 

1  1  7 

11./ 

1  DO 

242 

207 

218 

Union  Electric 

119  9 

25  5 

193 

200 

148 

167 

Central  &  South  West 

143.5 

24.0 

242 

135 

208 

195 

Eaton 

119.7 

12.6 

200 

189 

149 

153 

Carolina  Pwr  &  Lt 

142.7 

17.9 

263 

123 

209 

174 

American  Can 

119.6 

4.9 

216 

169 

150 

87 

Amerada  Hess 

142.4 

-20.4 

396 

69 

210 

232 

Time  Inc 

119.0 

31.5 

161 

247 

151 

217 

Times  Mirror 

142.4 

48.2 

183 

212 

211 

442  Pan  Am  World  Airways 

118.8 

164.0 

291 

108 

152 

150 

Engelhard  Minerals 

14  z.z 

i  a  n 
1  o.u 

1/U 

ii  ft 

212 

224 

Polaroid 

118  4 

28  3 

161 

245 

153 

188 

Digital  Equipment 

142.2 

31.0 

192 

205 

213 

156 

Kerr-McGee 

118.2 

-0.8 

207 

181 

154 

136 

Long  Island  Lighting 

142.0 

7.3 

193 

201 

214 

67 

Cities  Service 

118.0 

-43.9 

600 

40 

155 

120 

Northern  Natural  Gas 

141.7 

1.5 

259 

126 

215 

243 

Reynolds  Metals 

117.8 

36.6 

196 

197 

156 

147 

Niagara  Mohawk  Pwr 

141.2 

14.0 

249 

129 

216 

1  Oft 
lyo 

H  F  Ahmanson 

117.4 

13.4 

127 

311 

157 

154 

FMC 

140  9 

i  a  ft 

238 

146 

217 

177 

Squibb 

117  3 

4  2 

149 

261 

158 

163 

Texas  Instruments 

140.3 

20.3 

271 

118 

218 

157 

Southern  Pacific 

116.2 

'  -1.7 

266 

122 

159 

134 

Columbia  Gas  Sys 

139.2 

4.8 

323 

88 

219 

1 73 

Consol  Natural  Gas 

115.9 

1.6 

196 

194 

160 

115 

General  Public  Utils 

138.8 

-2.8 

270 

121 

220 

207 

Norton  Simon 

115.8 

13.8 

237 

148 

161 

148 

Texas  Eastern 

137.2 

10.9 

300 

100 

221 

I  AA 
1  oo 

vreni  lire  ot  nuuuci 

115.5 

-0.4 

177 

222 

162 

206 

Martin  Marietta 

33  0 

Z  LO 

1  70 

1  f Z 

222 

211 

No  States  Power 

i  i  ^  i 

1 1  J.Z 

1  A  ft 
1  O.o 

odn 

140 

163 

142 

Borden 

135.8 

7.1 

229 

153 

223 

210 

Avco 

114.7 

15.8 

135 

290 

164 

162 

General  Mills 

135.8 

16.0 

194 

198 

224 

273 

Burlington  Northern 

114.5 

49.0 

213 

171 

165 

169 

Boise  Cascade 

135.7 

17.4 

227 

154 

225 

252 

City  Investing 

112.4 

36.1 

168 

230 

166 

183 

Amer  Broadcasting 

135.6 

23.5 

163 

240 

226 

1 A  Q 

National  Steel 

112.4 

86.9 

261 

125 

167 

257 

American  Airlines 

134  4 

Ad  9 

311 

03. 

227 

205 

Chemical  New  York 

112  2 

9.8 

130 

306 

168 

190 

Dana 

134.2 

24.5 

181 

217 

228 

186 

Crown  Zellerbach 

112.1 

2.7 

217 

166 

169 

197 

Borg- Warner 

133.8 

28.7 

197 

193 

229 

297 

Celanese 

112.0 

60.0 

330 

84 

70 

161 

Ingersoll-Rand 

133.1 

13.1 

198 

192 

230 

469 

Republic  Steel 

111.1 

170.7 

230 

150 

71 

209 

Security  Pacific 

132.9 

32.5 

158 

250 

231 

017 

Anheuser-Busch 

111.0 

20.8 

177 

221 

172 

229 

PPG  Industries 

i  i 

loZ.  1 

AA  1 

1  30 

1  AA 

232 

242 

Wells  Fargo 

1 10  1 

27  7 

127 

312 

173 

137 

Houston  Natural  Gas 

131.4 

0.3 

191 

207 

233 

231 

Owens-Illinois 

109.2 

19.6 

224 

158 

.74 

223 

Delta  Air  Lines 

131.1 

41.9 

299 

101 

234 

356 

IT  C  /"*              , ,  i 

U  3  Ijypsum 

109.2 

82.7 

146 

269 

175 

97 

Diamond  Shamrock 

131.1 

-19.2 

241 

139 

235 

249 

Arizona  Public  Serv 

106.8 

27.1 

155 

254 

76 

168 

Peoples  Gas 

130.5 

12.8 

255 

128 

236 

1  oo 

Norfolk  &  Western  Ry 

105.9 

2.4 

181 

216 

177 

172 

[.  i  r  l  t                       {  urn 
rllsl  V  li]LJL,o  ^.urp 

130  4 

14  3 

148 

263 

237 

235 

Pacific  Pwr  &  Lt 

105  S 

19  4 

1 72 

226 

178 

164 

Missouri  Pacific  Corp 

130.4 

12.2 

184 

211 

238 

215 

First  Charter  Fin! 

105.3 

8.8 

108 

344 

179 

176 

Owens-Corning  Fbrgls 

130.3 

15.8 

193 

202 

239 

226 

Corning  Glass  Works 

104.4 

13.3 

162 

244 

80 

228 

F  W  Woolworth 

130.3 

41.8 

208 

180 

240 

239 

So  Natural  Resources 

104.1 

18.4 

183 

213 

81 

158 

Bendix 

129.6 

9.7 

199 

190 

241 

i 

Hercules 

103.3 

78.3 

210 

175 

182 

230 

Upjohn 

1  TO  d 
1  Z7.H 

414 

1  Ad 

1  OH 

1  3ft 

242 

246 

General  Reinsurance 

102  5 

19  9 

103 

353 

183 

146 

Amer  Nat  Resources 

129.3 

3.9 

278 

114 

243 

268 

Nabisco 

101.6 

30.2 

142 

276 

184 

214 

Revlon 

129.2 

32.1 

154 

255 

244 

237 

American  Standard 

101.3 

14.6 

146 

265 

185 

143 

Houston  Industries 

128.7 

2.4 

211 

174 

245 

220 

Gould 

101.0 

7.9 

147 

264 

86 

219 

MCA 

128.4 

35.0 

214 

170 

246 

238 

Consolidated  Foods 

100.6 

14.3 

151 

256 

187 

170 

Pennzoil 

1  Zo.Z 

i  i  n 

1  l.U 

33ft 

OU 

247 

212 

Louisiana  Land 

i  no  d 

2  2 

216 

168 

188 

192 

Southern  Railway 

127.3 

18.9 

206 

183 

248 

184 

Whirlpool 

99.6 

-9.3 

146 

268 

189 

241 

Crum  &  Forster 

126.9 

46.9 

132 

296 

249 

251 

H  J  Heinz 

99.2 

18.3 

131 

302 

190 

185 

Dart  Industries 

126.6 

15.9 

193 

203 

250 

179 

Cleveland  Elec  Ilium 

99.0 

-11.4 

156 

252 

91 

193 

St  Regis  Paper 

126.5 

18.5 

218 

164 

251 

256 

Walt  Disney 

98.4 

20.1 

145 

270 

92 

165 

Stauffer  Chemical 

I  V.  n 
1  Zo.u 

ft  fs 

OH/1 
ZU4 

1  ft  ^ 

252 

245 

Beneficial  Corp 

OR  1 

1  A  ft 

I  1  A 
1  io 

307 

193 

216 

Safeco 

125.5 

30.4 

136 

286 

253 

277 

AMP 

97.7 

28.7 

128 

309 

94 

196 

Motorola 

125.2 

17.8 

209 

179 

254 

274 

Continental  Tel 

97.6 

27.8 

242 

136 

195 

1 1  7 

Continental  Group 

124.4 

-12.5 

256 

127 

255 

265 

IC  Industries 

97.1 

23.7 

196 

196 

96 

187 

Carnation 

123.7 

13.4 

159 

249 

256 

370 

Carrier 

95.4 

66.9 

132 

298 

197 

171 

Union  Camp 

122.7 

7.0 

182 

214 

257 

244 

Sterling  Drug 

94.7 

10.3 

121 

322 

198 

201 

Baltimore  Gas  &  Elec 

122.5 

18  9 

210 

176 

258 

263 

Gillette 

94.6 

18.6 

144 

271 

199 

202 

Johns  Manville 

121.6 

18.5 

165 

236 

259 

335 

Scott  Paper 

93.6 

50.6 

191 

206 

>00 

194 

Panhandle  Eastern 

121.6 

14.2 

239 

145 

260 

247 

National  Distillers 

93.1  .- 

9.5 

131 

301 
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The  Forbes  Earnings  500 

Net  % 

Change 

Cash 

Net  % 

Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Rank 

1978 

1977 

^  ( )mp3ny 

1 977 

/  tnnn  nnni 

1 978 

1978 

1977 

Company 

1077 

|^1AAJ,1AAJ| 

1  07ft 
1  V/o 

261 

258 

Enterco 

92.6 

13.1 

1 14 

330 

321 

333 

Central  Tel  &  Utils 

73.8 

18.1 

161 

246 

262 

269 

Amer  Hospital  Supply 

92.2 

18.3 

124 

317 

322 

311 

Quaker  Oats 

73.6 

8.9 

113 

332 

263 

315 

Chubb 

91.7 

36.7 

95 

372 

323 

365 

Pi  1 1  l  k i  i  rv 

72  5 

Z.J.J 

1  1  0 

l  17 

XI  ^ 

-J  Z.i 

264 

280 

Baxter  Travenol 

01  7 

71./ 

22  0 

1  1A 

1  AH 

318 

324 

■ 

vi  u  oca ric 

71  0 
f  z.z 

OA 

377 

Off 

265 

275 

IX  VII  III  WC31  I>»IIIVlII|l 

91.6 

20.2 

105 

•346 

325 

389 

(    r  i  w  ■  L  it    Vit  1   f~' f\m 

v.iutKci  ixdii  v_-urp 

71  8 

XX  A 

84 

Am 

266 

384 

Reliance  Group 

91.0 

66.6 

148 

262 

326 

307 

Wisconsin  Elec  Power 

71.6 

S.O 

128 

308 

267 

250 

May  Dept  Stores 

90.0 

7.2 

150 

258 

327 

445 

Merrill  Lynch  &  Co 

71.3 

62.3 

94 

375 

268 

285 

Gt  Western  Financial 

89.7 

21.5 

95 

374 

328 

372 

Utah  Power  &  Light 

71.1 

26. 1 

10S 

347 

269 

292 

¥•  i ret  R'inL  ^vetprn 
nisi  UallK  iDysiciIl 

89  6 

24  9 

101 

357 

329 

353 

ix  i   i  u  it.  r  u  i.  cv  '  ids 

f  u.o 

1  7  7 

1 1  j 

JiO 

270 

281 

'  I  i  m  Iran 

1  IIllKCIl 

88  6 

19  1 

138 

983 
ao.j 

330 

272 

Chessie  System 

7fl  ^ 

0  1 

1  ^7 

Z3  1 

271 

323 

Northrop 

88.4 

33.6 

109 

342 

331 

393 

Kemper  Corp 

70.3 

31.3 

70 

458 

272 

271 

lefferson-Pilot 

88.3 

13.5 

90 

386 

332 

233 

Burlington  Inds 

70.3 

-21.8 

194 

199 

273 

287 

IVt  !•  \  \l  i  1  1  f 
1  *  1  I  1  Villi 

88  0 

19  9 

1 1 1 

339 

333 

378 

I  'Ull  Cv   OIJUSIIll  1   V  (IS 

ZD.H 

RA 

AC\X 

274 

264 

1  -  Hi   W '  liter 
}  1 1 1 1  »» a 1 1 ci 

87  8 

10  5 

127 

310 

334 

357 

JL.  I  HI  Id  1 1 

70  2 

i  k  n 

yo 

3Rn 

viciU 

275 

236 

Piinltc  ^iprvir p  Inn 

87.7 

-0  9 

141 

277 

335 

326 

UUII    si. Ills  l  llIS 

7fl  1 

O.o 

1  XX 

276 

293 

Warner  Commun 

87.1 

23.1 

124 

316 

336 

349 

B  F  Goodrich 

70.1 

16.6 

149 

260 

277 

299 

Colt  Industries 

87.0 

25.3 

131 

300 

337 

350 

Chesebrough-Pond's 

69.7 

16.0 

82 

413 

278 

279 

PACCAR 

86.7 

1 4.8 

96 

370 

338 

447 

H  i  ■  n  h  *»  e  TV  1 1\  I 
riugiics  i  inn 

AO  7 

ou.o 

OK 

365 

279 

328 

Tran«  Wnrlrl 

1  1  d  lis    ■¥  1>I  1U 

86.6 

33.7 

283 

112 

339 

355 

l   nl Am  si  P £>nn  1  «  r i\t  i  r\ 
*    <  M  Ullldl  1  t  1 1 1 1  vi  IUUU 

69  4 

16  1 

7  J 

446 

280 

255 

I1  IT"1  Finsnriil 

vl  X  17  Jlldllt-ldl 

86.5 

5.5 

102 

355 

340 

373 

Imnprnl  pArn  nt  Am 

iiiiuciidii  v-uip  ui  \iii 

68  8 

22  4 

72 

451 

281 

320 

N  L  Industries 

86.3 

29.9 

143 

275 

341 

371 

Waiter  Kidde 

68.7 

21.1 

94 

376 

282 

180 

Ohio  Edison 

86.0 

-22.9 

166 

234 

342 

375 

Marsh  &  McLennan 

68.3 

21.7 

75 

440 

283 

259 

NJnrtnAQcf  I  !rilivii><. 
IX  UI  llltoS 1  VJ  111111(3 

85  6 

4  7 

200 

1 88 

343 

385 

A  m<>rir"j  n  MqM  Pinl 
illl<_ll\.Jll  ,  >•!  1 1  r  i  ui 

68  2 

25  2 

72 

448 

284 

382 

!  Jl  Hills  VXlUUp 

84  7 

87 

XQA 
o  v+ 

344 

392 

f   hi'  iii't  InrlncrriPC 
v,UUpci  lUUUolilCS 

68  2 

26  8 

84 

409 

285 

344 

Kroger 

84.6 

39.5 

150 

257 

345 

388 

V/I1IU  >    J  Ml  J  i  I  > 

68. 1 

26.4 

70 

457 

286 

295 

Winn-Dixie  Stores 

84.0 

19.3 

143 

274 

346 

341 

North  Amer  Philips 

68.0 

11.1 

103 

351 

287 

334 

Control  Data 

83.9 

33.3 

217 

165 

347 

203 

Seaboard  Coast  Line 

67.7 

-33.9 

140 

279! 

288 

346 

(  1  :i r L  Fmiinmpnt 

83.3 

38.3 

122 

321 

348 

475 

Hilton  Hotels 

tiiiiuii  i  mil  is 

67.6 

68.7 

91 

384 

289 

300 

Vftiiinci  i 

83  1 

19  7 

108 

343 

349 

366 

Vqt]  Dplrni t  om 

l>dll   1/vllUll    V    III  If 

67.4 

16.7 

76 

438 

290 

267 

Ethyl 

82  7 

6  0 

139 

280 

350 

■ 

Fictprn   Air  I  i  ni". 
C3S  It  I II     VII    LI  III  i 

67  3 

93.6 

239 

143 

291 

284 

Utd  Energy  Resources 

82.4 

11.3 

132 

299 

351 

381 

New  England  Electric 

67.2 

21.5 

123 

320 

292 

286 

Illinois  Power 

82.4 

1 1.8 

135 

289 

352 

347 

San  Diego  Gas  &  Elec 

66.8 

10.9 

105 

348 

293 

282 

\  Ilii'd  ^.tikU'v 
Alillll  JIUICS 

82  3 

10  9 

1  18 

326 

353 

361 

^  i  1 1  i  iri>  n 

jUUdlC  \J 

66  7 

13. 1 

79 

429 

294 

296 

■Vi  i  •  1 1 1 1  n  NJ'it  i  nn  i     l"  nrn 
I'll  111, 'II  IXcllllfllUI  \  IM  I' 

kl  l 

OA.  1 

I  7  0 

on 

387 

oo  / 

354 

352 

I  '  t  \I<irtnprn  M  i>  1/  *  l 
VJ  I  IM  Ulllltl  11  i\l  KlU'sd 

66  5 

10  9 

1 19 

324 

295 

340 

K  inLprw  TVllQt  MY 
"dllhl  I>    1IU31  IX  X 

8 1 .8 

33  5 

99 

363 

355 

368 

1T1         IdW  -LU1 SUII 

66.4 

15.9 

85 

399 

296 

351 

Louisiana-Pacific 

81.7 

36.0 

165 

237 

356 

400 

Black  &  Decker 

66.2 

28.2 

98 

366 

297 

254 

Florida  Power 

81.5 

-1.1 

146 

266 

357 

369 

Richardson-Merrell 

66.2 

15.7 

82 

414 

298 

339 

I  iipIcv  Slnres 

80.4 

31.2 

125 

315 

358 

302 

66.1 

-4.2 

80 

421 

299 

313 

1    rtmhiiLf inn  Fn«rnrn<» 

VIMIIUIISEIIIII    bUKUX  "fiy 

80  3 

17.J 

i  jo 

9  9d 

i7t 

359 

336 

Wpclvsrn 

CMV  dlU 

65.9 

6.5 

1 14 

329 

300 

325 

nisi  inn  iisiis 

80  1 

21  7 

3  on 

360 

360 

I  inhi'V  ituipnc  f-iirn 

Li  uucy  -  w  w  clis  -  r  in  u 

65.8 

1 1.6 

99 

361 

301 

318 

Esmark 

80.1 

19.6 

164 

239 

361 

312 

Duquesne  Light 

65.7 

-2.6 

113 

333 

302 

298 

Pacific  Lighting 

79.7 

14.1 

137 

285 

362 

434 

MGIC  Investment 

65.5 

43.2 

67 

468 

303 

319 

T*»  v  'K  tfl  1 1  J4j  I  —  q  c 

iCAds  UI  I  Ot  VJda 

78  9 

18  3 

1  xu 

1  JO 

363 

288 

A  1 1  fori  f n  \!  PrtwPr 
.  \  1  1  L     1  1 1  EIV    I  UWCl 

65.4 

-10.7 

134 

292 

304 

248 

ruiunidi.  citrv  ruwci 

78  8 

/  o.o 

—7  3 

1  AX 

171 

LIZ, 

364 

380 

I  in  L  h  i"t>il 
I  '  'I  K 1 1  CCU 

64  9 

17.1 

156 

253 

305 

278 

78  A 

X  8 

o.o 

1  7  1 
1  Z  1 

XI  X 

OZO 

365 

394 

Rpli jnrp  K i pctvic 

rv  i  i  i  j  1 1 1  i    Lit.  n  i  u 

64.6 

20.8 

84 

402 

306 

276 

Cincinnati  G  &  E 

77.7 

2.1 

125 

313 

366 

316 

Cummins  Engine 

64.4 

^3.9 

101 

358 

307 

331 

NICOR 

77.6 

23.1 

134 

291 

367 

406 

Texas  Comm  Bshs 

64.3 

28.0 

72 

447 

308 

363 

uUUl  IZiUI 

77.4 

33  2 

93 

381 

368 

391 

Crown  Cork  &  Seal 

64.3 

19.6 

102 

354 

309 

367 

Sit  ISJii-i'  rnnlin/l  Tol 
'U  IxcW  Lilt^UMu  lei 

77  X 

XX  Q 

JU.7 

1  A8 

1  Do 

1  X  1 
ZO  1 

369 

337 

Phi  1  1 1 1  u 

r  UUalLII 

64.2 

3.8 

103 

352 

310 

345 

Baker  International 

77  1 

07  7 

1  1  0 

1  1Z 

XX7 

370 

■ 

Pn  1 1  m  -in 
r  Ulllllall 

63  9 

92.9 

86 

398 

311 

306 

Capital  Holding  Corp 

76.9 

12.7 

80 

420 

371 

409 

Carter  Hawley  Hale 

63.8 

27.4 

109 

341 

312 

342 

Knight  Ridder  News 

76.8 

25.5 

99 

364 

372 

401 

McGraw  Hill 

63.7 

23.9 

75 

439 

313 

343 

t  mdh'iiil 

riutluui 

7A  7 

25  8 

146 

267 

373 

358 

PrfkviHprit  I  i)i'  X]  Apr 
r iuv luciii  liic       /«. v v 

63.6 

7.2 

66 

471 

314 

304 

Combined  Insurance 

7  A  A 

1  1  .z 

70 

f  7 

Al  X 

374 

430 

First  Natl  Boston 

62  9 

36. 1 

71 

454 

315 

309 

Air  Prn/1^  &  rkpmc 

7  A  0 
I  O.Z 

1Z..J 

1  A") 

I  oz 

1AX 
L^O 

375 

396 

Holiday  Inns 

62  8 

19  2 

131 

303 

316 

317 

Allis-Chalmers 

76.0 

13.5 

113 

335 

376 

266 

Olin  Corp 

62.8 

-19.7 

143 

273 

317 

321 

Koppers 

76.0 

14.8 

129 

307 

377 

314 

No  Indiana  Pub  Svc 

62.6 

-6.8 

113 

336 

318 

305 

Standard  Brands 

75.8 

10.6 

1 14 

331 

378 

490 

btlLU 

OZ.4 

OJ.O 

OO 

A1A 

319 

329 

USLIFE 

75.5 

16.9 

79 

424 

379 

395 

R  H  Macy 

62.2 

17.7 

96 

371 

320 

291 

Natomas 

75.3 

3.8 

172 

in 

380 

397 

Consol  Freightways 

62.0 

18.1 

99 

362 

■  Not  on  500 

list  in  1977     D-P  Defici 

t  to  profit. 
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FORBES,  MAY  14,  197 


We  celebrate  the  moment 


Stonehenge  on  the  Salisbury  Plain,  fascinating 

in  its  plan,  draws  us  to  its  concept.  When  man  builds 

and  builds  well  he  builds  to  a  design,  and  designs  to  a  concept. 

For  every  concept  there  is  the  moment  of  realization. 

The  uncommon  man  knows  the  moment. 

It  is  a  moment  of  foresight  and  courage.  It  is  a  moment 
of  decision. 

For  the  architect  and  engineer  the  moment  is  inductive. 
It  brings  together  all  he  knows  and  all  he  can  envision. 

He  thrives  on  that  moment.  It  has  been  a  part  of 
everything  lasting,  everything  useful,  man  has  ever  built. 
It  shapes  our  lives.  It  is  worth  the  effort. 

Celebrate  with  us,  in  this,  our  fiftieth  year. 


THE  A.  M.  KINNEY  AFFILIATION 

CINCINNATI      NEW  YORK      CHICAGO     DENVER     SAN  JUAN      BASEL      LOS  ANGELES 

1929  Architecture  and  Engineering  1979 

Two  professions  working  as  one 


The  Forbes  Earnings  500 


Net 

%  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

1978 

1977 

Company 

|$UUU/UUU] 

1  Q77 

381 

465 

Norton 

62.0 

49.8 

88 

391 

382 

■ 

r  atv 

A  1  o 
OI.V 

Pi  n 

1  2d 

our> 

383 

222 

Northwest  Airlines 

A  1  U 

22  2 

—oo.o 

1  A7 

1  2  2 

384 

■ 

Columbia  Pictures 

A  1  Q 

i  nA  n 

OO 

1  I  1 
411 

385 

472 

Armstrong  Cork 

A  1  1 
O  1 .  1 

3  1 .4 

IU4 

O  DU 

386 

354 

MAPCO 

60.8 

1.5 

100 

359 

387 

421 

General  Signal 

60  7 

26  6 

79 

426 

388 

289 

Coastal  States  Gas 

AH  A 

1  7  ^ 

1  A7 

lo/ 

1  21 

ZoZ 

389 

374 

Texas  Gas  Xransmn 

60  4 

7  A 

loo 

Z/o 

390 

383 

>i>  Carolina  t  si  u 

ad  3 

i  n  a 

I  U.4 

70 

370 

391 

270 

Singer 

60.3 

-22.5 

113 

334 

392 

412 

Masco 

60  2 

)  i  i 

i,x.  i 

79 

Zt1  ft 
tZn 

393 

330 

Transco  Companies 

eg  c 

7  1 

1  OA 

i  yo 

l  oc; 

394 

377 

Oklahoma  Gas  &  Elec 

^O  ^ 

J7.J 

A  A 
o.o 

07 

7  1 

3  Aft 
oOO 

395 

419 

Willamette  Inds 

CO  ^ 

Zo.4 

395 

396 

405  Twentieth  Century-Fox 

58.4 

15.0 

76 

434 

397 

253 

Greyhound 

^ft  A 

10  2 

— zy.o 

1 1  2 
I  Zo 

3  I  O 

o  i  y 

398 

■ 

National  Gypsum 

^ft  2 

.1C1.J 

7 

SA 
(SO 

30A 

399 

468 

Seafirst 

^7  ft 

D  '  .0 

30  O 

J7.7 

AA 

A72 

4  /  o 

400 

402 

Public  Service  Colo 

^7  7 

1  1  ft 

i  z.o 

1  1  1 
1  1  1 

3  3ft 

ooo 

401 

290 

Republic  of  Texas 

57.6 

-21.0 

64 

477 

402 

423 

Southland  Corp 

^7  1 

zu.u 

1  ZD 

3  1  A 
o  14 

403 

427 

Roadway  Express 

^A  O 

zz.u 

oc 

yj 

oYo 

404 

444 

Tektronix 

QA  ft 
OO.O 

zy.o 

71 

/  Z 

44y 

405 

■ 

Liggett  Group 

c;a  ft 

Z ,  L'o  z .  u 

7A 

A  37 

4vJ  / 

406 

399 

Liberty  Natl  Life 

56.8 

9.7 

59 

489 

407 

414 

Big  Three  Industries 

^a  7 

DO.  / 

1  J.Z 

ftft 
OO 

201 

07Z 

408 

33» 

Archer  Danls  Midland 

0O.0 

7  ft 

7ft 

/I  3n 
4ou 

409 

463 

Heublein 

c;a  Q 

3A  n 

ft  4 
o4 

4Uc» 

410 

435 

Intl  Flavors  &  Frag 

^A  1 

oO.Z 

i  2  n 

A^ 

or> 

4  7A 
4  /  O 

411 

■ 

Hyster 

56.2 

86.3 

69 

463 

412 

261 

Santa  Fe  Intl 

ft 

1  21 
loZ 

107 

zy  / 

413 

458 

Belco  Petroleum 

55.6 

31  9 

82 

415 

414 

324 

Houston  Oil  &  Min 

A 

jj.O 

1  ^  A 

—  1  r>.0 

1  3ft 
loo 

i  m 

ZoZ 

415 

471 

Ryder  System 

2 

3  O.o 

3A  n 

1  Aft 
1  on 

no 
zzy 

416 

449 

Rohm  &  Haas 

55.3 

28.0 

139 

281 

417 

413 

Champion  Spark  Plug 

^  2 

1  1  A 
11.4 

7  l 
/  1 

4oo 

418 

436 

Charter  New  York 

^  1 

1  1  1 
Z  1  .Z 

A3 
Oo 

a  on 
4fsU 

419 

415 

RR  Donnelley  &  Sons 

O  O.U 

1  1  7 
1  1 .  f 

OO 

30  3 

jyo 

420 

310 

Adolph  Coors 

^A  ft 

1  O  1 

—  i  y.  1 

07 

y  r 

3  AO 

0  07 

421 

390 

White  Consolidated 

54.5 

1.3 

79 

427 

422 

416 

Toledo  Edison 

54  4 

119 

ftc: 

OO 

423 

■ 

Ideal  Basic  Inds 

CA  A 

o4.4 

£7  c: 

o  i  .j 

71 

4r>U 

424 

410 

Ogden 

54  3 

ft  A 

O.O 

97 

3A7 

OO  / 

425 

■ 

Marriott 

S.A  3 

30  1 

1U1 

3  CA 
ooO 

426 

398 

Bucyrus-Erie 

54.3 

3.6 

68 

465 

427 

448 

Capital  Cities  Comm 

Q.A  f\ 

i  k  n 
Zo.u 

A7 
Of 

4  /  U 

428 

438 

Overseas  Shipholding 

o4.U 

1  11  A 

ly.o 

8 1 

418 

429 

425 

Diamond  Intl 

C  3  O 

1  A  O 

1 4.y 

30  3 
OOO 

430 

294 

Blue  Bell 

C  1  A 

oo.o 

T  A  T 

— 24. Z 

AA 
OO 

A  71 

4/Z 

431 

422 

Ark  Louisiana  Gas 

53.4 

12.1 

84 

405 

432 

■ 

Penn  Central 

jj.U 

i  j— i 

79 

4Zj 

433 

470 

Evans  Products 

oZ.y 

ly.O 

7  1 

/I  CA 
4oO 

434 

428 

Becton,  Dickinson 

oZ.O 

lo.j 

7/1 
/4 

AA2 
44o 

435 

479 

Smith  International 

oZ.Z 

0Z.0 

AO 

oy 

A  A1 
4oZ 

436 

476 

Harris  Corp 

52.2 

30.2 

80 

422 

437 

426 

CleveTrust  Corp 

52.0 

11.4 

59 

487 

438 

283 

ENSERCH 

51.6 

-30.3 

131 

304 

439 

■ 

Gardner-Denver 

51.4 

117.8 

63 

479 

440 

478 

Vulcan  Materials 

51.3 

29.4 

89 

389 

■  Not  on  500  list  in  1977.    D-P  Deficit  to  profit. 


Net 

Ya  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

1978 

1977 

Company 

($000,0001 

1977 

|  $000,000) 

1978 

44 1 

443 

R<*vrHift1 

51.2 

16.0 

69 

461 

442 

■ 

Resorts  Intl 

51.0 

1,907.2 

57 

492 

443 

Fort  Howard  Paper 

50.9 

11.2 

61 

484 

444 

387 

Certain-teed 

50.9 

-6.1 

84 

406 

445 

225 

El  Paso  Company 

50.8 

^14.9 

177 

223 

446 

431 

lack  Eckerd 

50.6 

10.0 

61 

485 

447 

456 

First  City  Bancorp 

50.6 

19.8 

59 

490 

448 

■ 

Cyprus  Mines 

.50.6 

D-P 

92 

382 

449 

411 

Trans  Union 

50.5 

1.7 

141 

278 

450 

457 

Genuine  Parts 

503 

19.0 

56 

494 

45 1 

451 

I J  §  Industries 

50.1 

16.8 

77 

432 

452 

429 

Texasgulf 

50.1 

83 

91 

385 

453 

■ 

Tiger  International 

50.0 

74.1 

136 

287 

454 

■ 

Amsted  Industries 

49.9 

40.2 

66 

475 

455 

481 

Tfecumseh  Products 

49.8 

27.2 

60 

486 

456 

439 

Gulf  United 

49.8 

10.5 

53 

497 

457 

B 

Sundstrand 

49.8 

41.2 

85 

401 

458 

■ 

Washington  Post 

49.7 

40.2 

62 

482 

459 

■ 

ASARCO 

49.5 

D-P 

104 

349 

460 

494 

Boston  Edison 

49.4 

31.5 

107 

345 

461 

■ 

MGM 

49.3 

48.7 

76 

436 

462 

■ 

Continental  Airlines 

49.2 

91.8 

99 

360 

463 

■ 

Portland  Genl  Elec 

48.8 

31.9 

84 

404 

464 

■ 

Petrolane 

48.7 

32.7 

81 

417 

465 

452 

Tucson  Gas  &  Electric 

48.4 

13.0 

72 

452 

466 

464 

Petrie  Stores 

48.2 

16.1 

51 

499 

467 

■ 

Lear  Siegler 

48.2 

30.1 

71 

453 

468 

■ 

Amdahl 

48.2 

80.7 

62 

481 

469 

455 

Eltra 

47.9 

12.6 

69 

460 

470 

446 

Al  co  Standard 

47.7 

8.7 

58 

491 

47 1 

440 

Castle  &  Cooke 

47.6 

5.6 

78 

431 

472 

473  Dayton  Power  &  Light 

47.6 

18.2 

76 

435 

473 

480 

Debnarva  Power  &  Lt 

47.4 

20.6 

80 

419 

474 

492  Chromalloy  American 

47.4 

25.9 

82 

416 

475 

■ 

ltd 

47.2 

53.7 

93 

378 

476 

■ 

Cameron  Iron  Works 

47.2 

53.5 

74 

444 

477 

500 

Brunswick 

46.9 

26.4 

86 

397 

478 

482 

ARA  Services 

46.8 

19.7 

89 

388 

479 

424 

Murphy  Oil 

46.6 

-1.2 

136 

288 

480 

477 

Cabot 

46.6 

16.7 

77 

433 

481 

362 

Chic  Bridge  &  Iron 

46.5 

-203 

62 

483 

482 

450 

Harsco 

46.5 

7.5 

75 

441 

483 

417 

Southwestern  Pub  Svc 

46.2 

-43 

68 

466 

484 

■ 

Edison  Bros  Stores 

46.0 

26.8 

59 

488 

485 

496 

U  S  Bancorp 

45.7 

22.0 

51 

498 

486 

441 

Western  Union 

45.7 

1.4 

178 

220 

487 

489 

Pitney  Bowes 

45.4 

19.7 

83 

410 

488 

■ 

Lone  Star  Industries 

45.4 

52.7 

74 

445 

489 

■ 

Branifi  Intl 

45.2 

24.2 

109 

340 

490 

461 

Pennwalt 

45.0 

7.8 

75 

442 

491 

454 

AMF 

44.9 

5J2 

83 

412 

492 

453 

National  City  Corp 

44.8 

4.9 

48 

500 

493 

■ 

Foremost  -McKesson 

44.8 

26.2 

64 

478 

494 

495 

Dover  Corp 

44.8 

193 

56 

495 

495 

■ 

Puget  Sound  Pwr  &  Lt 

44.7 

30.2 

70 

459 

496 

■ 

Sunbeam 

AA  A 

2 1  n 

Of 

4(TV 

497 

■ 

Masonite 

44.5 

43.5 

68 

467 

498 

■ 

Intel 

44.3 

39.7 

68 

464 

499 

483 

Dow  lones 

44.2 

13.4 

55 

496 

500 

■ 

Consolidated  Papers 

43.9 

65.9 

57  • 

493 
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FORBES,  MAY  14,  1979 


From  feeding  a  pup 
to  packaging  pasta... 

Union  Camp  is  part  of  your  life! 


Union  Camp  packaging  helps  bring  dinner  to 
your  dog,  groceries  to  your  table,  and  a  wide 
range  of  other  products  to  home,  industry  and 
agriculture.  Consider  the  reliable  paper  bag.  So 
universally  used  it's  pretty  much  taken  for 
granted.  Yet  billions  of  bags  are  used  each  year 
to  carry  everything  from  food  to  industrial  chemi- 
cals. Union  Camp  is  a  leading  supplier  of 
a  variety  of  paper  and  plastic  bags. 
And  many  things  you  use  every  day 


Union  Camp 


reach  you  in  folding  cartons  made  from  white 
paperboard.  While  helping  enhance  as  well 
as  protect  the  products  they  carry,  last  year  over 
500  million  Union  Camp  folding  cartons  brought 
cosmetics,  appliances,  food  and  pharmaceuticals 
right  to  consumers.  Today,  more  and  more 

Union  Camp  packaging  is  helping  deliver 
the  products  you  want;  efficiently  and 
economically.  At  Union  Camp  satisfying 
your  demands  is  what  growth  is  all  about. 


K5    Union  Camp  Corporation,  1600  Valley  Road.  Wayne.  New  Jersey  07470 


Growing  in  more  ways  than  one. 

PAPER  •  PACKAGING  •  CHEMICALS  •  BUILDING  PRODUCTS  •  LAND  DEVELOPMENT  •  RETAILING 


Today's  Bunker  Ramo 
is  making  it  a  lot  easier  for 
millions  of  Americans 
to  put  money  in  the  bank. 

information  systems  widely  used  by 
commercial  banks,  thrift  institutions, 
insurance  companies,  and 
brokerage  houses.  In  addition, 
through  our  well-known  Amphenol ' 
connectors,  we  have  a  leading 
position  in  the  aerospace  and  aircraft 
industries,  a  strong  foothold  in 
telecommunications,  and  a  growing 
role  in  fiber  optics. 

Most  important,  we  are  a  company 
with  a  reservoir  of  high  technology,  a 
solid  base  of  innovative  products, 
and  a  strong  management  team. 

Which  is  why  today's  Bunker 
Ramo  is  a  company  that's  on  the 
move.  For  our  latest  financial  reports, 
write  Bunker  Ramo  Corporation, 
Dept.  FR,  900  Commerce  Drive, 
Oak  Brook,  Illinois  60521 . 


If  you  use  a  commercial  bank, 
savings  and  loan  association,  mutual 
savings  bank  or  credit  union,  you're 
probably  used  to  standing  in  line. 

But  if  you  bank  at  one  that  uses 
Bunker  Ramo  s  Bank  Control  or 
Thrift  System  90,  you  probably 
haven't  stood  in  line  in  ages. 

That's  because  Bunker  Ramo's 
System  90  family  operates  in  real 
time  and  provides  the  automated 
devices  required  for  superior 
customer  service — from  the  simplest 
of  teller  terminals  to  the  most 
sophisticated  of  teller  equipment  to 
administrative  terminals  for 
management  control.  Because  the 
system  is  modular,  it  provides  the 
commercial  bank  or  thrift  institution 
with  future  growth  and  expansion 


without  wasting  money.  Because  the 
system  completes  transactions  in 
seconds,  it  helps  customers  make 
their  deposits  or  withdrawals  without 
wasting  time. 

Today,  Bunker  Ramo  is  a  major 
producer  of  the  data  terminals  and 
minicomputers  that  comprise  the 


H.J.HailZ  KEEPS  ADDinG 
TOTHE  WORLDI  TOME. 


An  international  H.J.  Heinz 
makes  it  its  business  to  anticipate, 
produce  and  deliver  rhe  food  the 
world  wants  to  eat.  We  know,  for 
example,  that  Venezuelans  love 
Ketchup  on  their  steak,  Italian 
children  crave  chocolate  spread  on 
after-school  bread  and  the  British 
relish  their  oxtail  soup. 

The  complex  job  of  marketing 
hundreds  of  widely  known  products 
in  more  than  50  world  markets 
rests  on  motivated  Heinz  managers 
who  live  in  the  markets  they  serve. 

That  Heinz  managers  have 
been  extraordinarily  successful  in 
a  diverse,  often  difficult,  world  is 
reflected  in  the  sustained  perform- 
ance of  Heinz  stock.  Thirteen 
dividend  increases  in  the  past 


ten  years  have  tripled  the  dividend. 

In  that  same  period,  sales  more 
than  tripled,  net  earnings  almost 
quadrupled. 

Such  growth  parallels  Heinz's 
increased  commitment  to  the  world's 
largest,  richest  growth  market,  the 


United  States.  Our  third-quarter 
results,  shown  below,  point  to  our 
ability  to  sustain  such  growth. 

All  of  which  reflects  our 
corporate  stance  of  r~rwm* 
"Doing  better  WRTTTh 
what  we  do  best'.'  01979  h  j  He.nz  Co 


Financial  Highlights 

(millions  of  dollars  except 
per  share  amounts) 

Three  Months  Ended 
Jan.  31,    Jan.  25, 
1979  1978 

Nine  Months  Ended 
Jan.  31,     Jan.  25, 
1979  1978 

Sales 

$575.4 

$523.6 

+  9.9% 

$1,751.2 

$1,535.2 

+  14.1% 

Operating  Income 

48.8 

39.2 

+24.5 

143.5 

117.2 

+  22.4 

Net  Income 

23.3 

19.9 

+  17.1 

72.7 

63.2 

+  15.0 

Per  Common  Share  Amounts: 

Net  Income 

1.01 

.85 

+  18.8 

3.15 

2.68 

+  17.5 

Net  Income  (Fully  diluted) 

.98 

.82 

+  19.5 

3.05 

2.61 

+  16.9 

Dividends 

.50 

.36 

+38.9 

1.35 

1.02 

+  32.4 

The  ticker  symbol  for  Heinz  is  HNZ.  For  copies  of  our  latest  Annual  and  Quarterly  Reports, 
please  write  to:  H.J.  Heinz  Company,  Corporate  Public  Relations,  Department  FB,  Box  57, 
Pittsburgh,  Pa.  15230. 


The  Forbes  Assets  500 


burred  on  by  inflation,  assets 
imped  for  nearly  all  the  top  U.S. 
impanies  last  year,  especially  the 
anks  and  other  financial  outfits. 


W  f  you  were  L<  «)KiN(;  for  milestones  in  the  asset  columns  of 
U.S.  corporations  last  year,  you  could  find  the  most  note- 
■  worthy  one  right  at  the  top  of  the  Forbes  list:  For  the  first 
le  in  history,  an  investor-owned  U.S.  corporation  reported 
;ets  of  over  $100  billion  last  year.  That  mark  was  achieved 
supercompany  American  Telephone  &  Telegraph,  which 
awed  a  10%  assets  gain  over  the  preceding  year  to  a  total 
ure  of  $103.2  billion. 

Beyond  that,  the  rush  of  financial  companies  toward  the  top 
the  list  continued  unabated.  The  fact  that  1  1  of  the  first  15 
the  list  are  financial  companies  is  scarcely  unusual:  Indeed, 
nething  like  that  has  been  true  for  all  the  1 1  years  that 
rbes  has  been  publishing  its  Annual  Directory  issue.  But 
;re  are  some  interesting  changes  in  the  rankings  of  the  top 
ancial  companies.  For  example:  Symbolic  of  the  govern- 
:nt's  pervasive  role  in  the  economy,  last  year  Federal  Nation- 
Mortgage  Association  (Fannie  Mae),  the  government-created 
nibank,  accepted  so  many  mortgages  from  other  financial 
titutions — themselves  anxious  to  issue  new  mortgages  in  a 
l-hot  mortgage  market — that  it  swelled  its  assets  by  an 
lazing  28%  to  $43.5  billion  and  replaced  mighty  Exxon  in 
;  number  five  position.  And  in  the  top  15  for  the  first  time  in 
irs  appeared  an  insurance  company,  Aetna  Life  &  Casualty, 


%  Change 

Rank 

Assets 

Over 

1978  1977 

Company 

|  $000,0001 

1977 

1  1 

American  Tel  &  Tel 

103,327 

10.0 

2  2 

BankAmerica  Corp 

94,902 

15.8 

3  3 

Citicorp 

87,191 

13.1 

4  4 

Chase  Manhattan 

61,172 

15.0 

5  7 

Fedl  Natl  Mortgage 

43,506 

28.0 

with  assets  up  16.6%  to  $23.3  billion. 

The  cluster  of  financial  companies  at  the  top  of  the  list — 
they  make  up  not  only  1 1  of  the  first  15,  but  30  of  the  first  50 — 
is  not,  of  course,  a  faithful  mirror  of  their  economic  impact.  No 
one  assumes  that  Continental  Illinois  has  more  economic 
muscle  than  General  Motors  because  it  ranks  above  GM  in 
total  assets:  What  counts  is  what  you  do  with  those  assets. 
GM,  on  slightly  less  assets,  earned  $3.5  billion  last  year  to 
Continental  Illinois'  $168  million,  and  AT&T  had  over  ten 
times  the  earnings  of  assets  runner-up  BankAmerica  Corp., 
which  might  even  pass  AT&T  in  total  assets  in  a  few  years. 

Nonetheless,  asset  changes  can  signal  significant  shifts  in  a 
company's  fortunes  or  its  strategy.  Only  9  companies  of  the 
top  500  in  assets  failed  to  increase  their  assets  last  year;  and  it 
is  hardly  surprising  that  the  largest  was  troubled  Chrysler, 
selling  off  overseas  and  peripheral  operations  to  husband  its 
resources  for  a  domestic  stand.  Again,  Sears,  Roebuck  in- 
creased its  assets  by  a  mere  5.8%,  suggesting  that  it  is  actually 
cutting  back  on  its  retail  inventory  when  one  takes  into 
account  inflationary  price  increases.  How  different  is  the  situa- 
tion at  K  mart,  which  is  fast  overtaking  Sears  as  the  number 
one  U.S.  retailer.  K  mart  increased  its  assets  last  year  by  a 
startling  41.1%. 
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The  Forbes  Assets  500 


%  Change 


Rank 

Assets 

Over 

1 97K 

1977 

Company  ($000,0001 

1977 

6 

5 

Exxon 

41,531 

8.0 

7 

6 

Mfrs  Hanover  Corp  40,606 

13.5 

8 

8 

J  P  Morgan  &  Co  38,536 

21.7 

9 

9 

Chemical  New  York 

32,770 

6.7 

10 

11 

Continental  Illinois 

31,059 

20.4 

1 1 

10 

General  Motors 

30,417 

14.7 

12 

15 

Western  Bancorp 

25,957 

15.4 

13 

12 

Bankers  Trust  NY 

25,863 

10.2 

14 

13 

Sears,  Roebuck 

24,427 

5.8 

15 

16 

Aetna  Life  &  Cas 

24,268 

16.6 

16 

14 

First  Chicago  Corp  24,066 

6.4 

17 

18 

Intl  Tel  &  Tel 

23,342 

17.3 

18 

17 

Mobil 

22,611 

9.9 

19 

19 

Ford  Motor 

22,085 

14.9 

20 

22 

Security  Pacific  21,633 

15.5 

21 

20 

IBM 

20,771 

9.4 

22 

21 

Texaco 

20,249 

7.0 

23 

23 

Wells  Fargo 

IK, 61  1 

21.2 

24 

24 

Travelers 

17,203 

14.0 

25 

25 

Standard  Oil  Calif 

16,754 

13.1 

26 

26 

General  Tel  &  Elec 

16,269 

10.8 

27 

28 

General  Electric 

15,036 

9.8 

27 

27 

Gulf  Oil 

15,036 

5.7 

29 

32 

American  Express 

14,670 

18.8 

30 

33 

Marine  Midland  Bks 

14,289 

17.7 



31 

29 

Standard  Oil  Ind 

14,109 

9.5 

32 

30 

Charter  New  York 

13,975 

1 1.0 

33 

31 

Crocker  Natl  Corp 

13,925 

11.9 

34 

34 

Connecticut  General 

13,491 

12.6 

35 

35 

Atlantic  Richfield 

12,060 

8.5 

36 

41 

INA 

11,934 

29.3 

37 

37  Mellon  National  Corp 

11,685 

17.8 

38 

36 

First  Natl  Boston 

11,557 

12.2 

39 

40 

H  F  Ahffianson 

10,948 

15.4 

40 

39 

Northwest  Bancorp 

10,906 

14.5 

41 

38 

United  States  Steel 

10,536 

6.3 

42 

44 

Shell  Oil 

10,453 

17.8 

43 

42 

First  Bank  System 

10,436 

13.2 

44 

49 

Tenneco 

10,134 

22.4 

45 

48 

First  Intl  Bshs 

10,025 

20.7 

46 

43 

Southern  Company 

9,866 

9.1 

47 

45 

First  Penna  Corp 

9,699 

11.5 

48 

46 

CIT  Financial 

9,607 

12.4 

49 

47 

Natl  Detroit  Corp 

9,321 

10.4 

50 

57 

Republic  of  Texas 

9,225 

22.6 

51 

53 

Dow  Chemical 

8,789 

14.5 

52 

50 

Merrill  Lynch  &  Co 

8,648 

6.8 

53 

51 

Pacific  Gas  &  Elec 

8,502 

6.3 

54 

56 

Gt  Western  Financial 

8,483 

11.3 

55 

54 

First  Charter  Finl 

8,326 

8.6 

56 

52 

Standard  Oi!  Ohio 

8,326 

7.0 

57 

59 

E  I  du  Pont 

8,070 

8.6 

58 

58 

American  Elec  Power 

8,063 

8.2 

59 

64 

Texas  Comm  Bshs 

8,027 

20.8 

60 

62 

Commonwlth  Edison 

7,924 

16.0 

%  Change 


Rank 

Assets 

Over 

1 978 

1977 

Company  ( 

$000.0001 

1977 

61 

60 

Union  Carbide 

7,866 

,  6.0 

62 

61 

Loews 

7,746 

10.9 

63 

68 

First  City  Bancorp 

7,569 

20.6 

64 

65 

Continental  Oil 

7,445 

12.4 

65 

66 

Bank  of  New  York 

7,281 

12.9 

66 

69 

Seafirst 

7,208 

18.2 

67 

67 

Continental  Corp 

7,033 

9.7 

68 

55 

Chrysler 

6,981 

-9.0 

69 

72 

Phillips  Petroleum 

6,935 

18.8 

70 

70 

Lincoln  Natl  Corp 

6,859 

13.6 

71 

63 

Consolidated  Edison 

6,831 

1.1 

72 

71 

Eastman  Kodak 

6,793 

15.2 

73 

73 

Transamerica 

6,704 

15.5 

74 

77 

Westinghouse  Elec 

6,318 

14.3 

75 

76 

Harris  Bankcorp 

6,238 

12.2 

76 

74 

Control  Data 

6,186 

8.4 

77 

75 

So  Calif  Edison 

6,058 

7.3 

78 

78 

Amer  Genl  Insurance 

5,863 

13.0 

79 

88 

City  Investing 

5,783 

22.5 

80 

80 

Imperial  Corp  of  Am 

5,742 

11.2 

81 

118 

Philip  Morris 

5,608 

38.5 

82 

82 

Xerox 

5,578 

13.7 

83 

87 

Union  Oil  California 

5,525 

16.9 

84 

81 

Pub  Svc  Elec  &  Gas 

5,519 

7.7 

85 

86 

Middle  South  Utils 

5,501 

16.1 

86 

79 

Sun  Company 

5,498 

6.1 

87 

84 

Philadelphia  Natl 

5,487 

12.0 

88 

89 

Household  Finance 

5,449 

16.0 

89 

90 

Union  Bancorp 

5,328 

13.8 

90 

91 

Goodyear 

5,231 

11.8 

91 

85 

Va  Electric  &  Power 

5,211 

8.5 

92 

94 

Texas  Utilities 

5,162 

13.1 

93 

99 

Michigan  National 

5,133 

17.1 

94 

96 

CleveTrust  Corp 

5,113 

13.1 

95 

103 

Monsanto 

5,032 

15.7 

96 

104 

Caterpillar  Tractor 

5,031 

15.8 

97 

93 

Duke  Power 

4,985 

8.1 

98 

97 

Procter  &  Gamble 

4,984 

1 1.1 

99 

92 

NCNB 

4,940 

6.3 

100 

98 

Consumers  Power 

4,936 

12.6 

101 

83 

Bethlehem  Steel 

4,933 

0.7 

102 

100 

Northern  Trust 

4,873 

1 1.2 

103 

102 

RCA 

4,871 

12.0 

104 

95 

Phila  Electric 

4,851 

6.7 

105 

116 

J  C  Penney 

4,837 

17.8 

106 

142 

K  mart 

4,836 

41.1 

107 

107 

Walter  E  Heller  Intl 

4,778 

11.7 

108 

110 

Getty  Oil 

4,718 

13.1 

109 

133 

Penn  Central 

4,712 

30.8 

110 

101 

First  Wisconsin  Corp 

4,666 

7.1 

111 

114 

Avco 

4,634 

12.3 

112 

113 

Detroit  Edison 

4,631 

12.1 

113 

163 

American  Intl  Group 

4,631 

56.7 

114 

105 

R  I  Reynolds  Inds 

4,616 

6.5 

115 

106 

General  Public  Utils 

4,613 

7.1 

%  Chan) 

Rank  Assets  Over) 

1978  1977  Company  ($000,0001  1977 


116 

1 12  Occidental  Petroleum 

4,609 

llJ 

117 

128 

BancOhio  Corp 

4,538 

19 

118 

121 

Beneficial  Corp 

4,530 

14.3 

119 

111 

Gulf  &  Western  Inds 

4,508 

8.4 

120 

108  DETROITBANK  Corp 

4,505 

6.2 

121 

122 

Wachovia  Corp 

4,501 

16.1 

122 

119 

Weyerhaeuser 

4,464 

10.5 

123 

1  17 

Florida  Power  &  Lt 

4,460 

9.6 

124 

1 1 S 

Ilmnn  Pa i'i  1 1  f ■ 

4,437 

7.K 

125 

126 

Valley  Natl  Bk  Ariz 

4,412 

15.7 

126 

138 

Pittsburgh  National 

4,357 

23.6 

127 

120 

Southern  Pacific 

4,338 

7.7 

128 

129 

Intl  Harvester 

4,316 

13.9 

129 

135 

Mtrs           im  il  fnm 

■'lll>    III  l  1  1  II  1  U  1    V    111  1, 

4,292 

19.6 

130 

131 

Girard 

4,248 

15.3 

131 

127 

Alcoa 

4,167 

9.6 

132 

136 

Rainier  Bancorp 

4,141 

16.8 

133 

124 

International  Paper 

4,099 

6.8 

134 

143 

/Mercantile  Texas 

4,094 

19.8 

135 

12.3 

Southeast  Banking 

4,092 

6.3 

136 

125 

U  S  Bancorp 

4,089 

6.9 

137 

137 

Minn  Mining  &  Mfg 

4,088 

15.8 

138 

162 

United  Technologies 

4,074 

36.8 

139 

130 

fitips  Sprvirp 

4,005 

7.1 

140 

134 

National  City  Corp 

3,974 

10.4 

141 

139 

Citizens  &  Southern 

3,954 

12.4 

142 

109 

First  Boston 

3,924 

-7.1 

143 

147 

Deere 

3,887 

15.5 

144 

146 

Mercantile  Bancorp 

3,885 

1 5.2 

145 

132 

Burlington  Northern 

3,864 

6.1 

146 

141 

Marathon  Oil 

3,758 

9.1 

147 

270 

LTV 

3,720 

80.1 

148 

158 

UAL 

3,697 

23.2 

149 

218 

B  (tt*  i 

3,573 

46.4 

150 

148 

NLT 

3,550 

66 

151 

145 

Rockwell  Intl 

3,536 

4.2 

152 

149 

Santa  Fe  Industries 

3,512 

6.6 

153 

170 

St  Paul  Companies 

3,511 

20.2 

154 

151 

First  ITninn  Ranrnm 

1  1131  (_J|I1U1I  UalKHllI 

3,499 

13.5 

155 

144 

Firestone 

3,486 

2.7 

156 

160 

A  MAX 

3,471 

15.9 

157 

159 

Amerada  Hess 

3,435 

14.6 

158 

155 

Halliburton 

3,397 

12.1 

159 

140 

Columbia  Gas  Sys 

3,363 

—4.0 

160 

200 

Republic  New  York 

3,347 

29.7 

161 

168 

Georgia-Pacific 

3,344 

14.2 

162 

154 

Pa  Power  &  Light 

3,339 

9.5 

163 

187 

Houston  Industries 

3,315 

21.9 

164 

165 

United  Telecom 

3,301 

12.1 

165 

152 

Chessie  System 

3,294 

7.5 

166 

199 

Golden  West  Finl 

3,288 

27.3 

167 

175 

SperTy  Rand 

3,287 

15.7 

168 

166 

W  R  Grace 

3,268 

11.1 

169 

180 

First  Security 

3,252 

15.4 

170 

161 

BanCal  Tri  State 

3,248 

8.9 

256 
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TWO  SIMPLE  APPROACHES 
FOR  TODAY'S  TWO  TOUGHEST  PROBLEMS 

INFLATION  AHD  TAXES. 


High  tax-free  income 
from  a  quality  portfolio 
of  long-term  bonds. 

Fidelity  Municipal 
Bond  Fund  seeks  high 
tax-free  income  con- 
sistent with  preservation 
of  capital.  The  bonds  in 
our  portfolio  are  all  of  A 
or  better  quality. 

Investors  receive 
broad  diversification      highest  tax 


from  one  of  the  largest  managed 
portfolios  of  tax-free  municipals. 
Although  The  Fund  is  designed  for 
the  long-term  investor,  it  does 
offer  convenient  liquidity  through 
telephone  withdrawal  and 
exchange  privileges. 


Both  funds  offer  these 
important  benefits. 

•  No  sales  charge 

•  A  low  management  fee 

•  Broad  diversification 

•  Full-time  management 

•  Automatic  reinvestment 

•  Monthly  cash  payments 
•$2,500  investment 

minimum 


Higher  tax-free  income 
from  a  carefully 
managed  portfolio  of 
medium  quality  bonds. 

Fidelity  High  Yield 
Municipals  is  a  managed 
portfolio  consisting  prima- 
rily of  A  or  Baa  quality 
municipal  bonds. 

The  Fund  seeks  the 
free  yield  presently  available  from  a 
managed  municipal  bond  fund. 
What's  more,  with  no  sales 
charge,  it  provides  a  yield  that 
rivals  the  unmanaged  funds. 

CALL  FREE  (800)  225-6190 

In  Mass.  Call  Collect  (617)  726-0650 


******* 

FDEUTY 
UGHYELD 


Box  832,  Dept.  JB  051479 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a  pros- 
pectus. Read  it  carefully  before  you 
invest  or  send  money. 

Name  


L 


Address^ 
City  


Box  832,  Dept.  JB  051479 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a  pros- 
pectus. Read  it  carefully  before  you 
invest  or  send  money. 

Name  


State 


Zip 


L. 


Address_ 
City  


State 


Zip 


FIDELITY  GROUP 

Over  $4  billion  of  assets  under  management. 


The  Forbes  Assets  500 


% 

Change 

% 

Change 

% 

Changi| 

Rank 

Assets 

Over 

Rank 

Sales 

Over 

Rank 

Assets 

Over 

1978 

1977 

Company  | 

$000,0001 

1977 

1978 

1977 

Company  ( 

$000,(XX)I 

1977 

1978 

1977 

Company  | 

5000,0001 

1977 

171 

173 

Allied  Chemical 

3,228 

12.4 

226 

204  Baltimore  Gas  &  Elec 

2,674 

5.7 

281 

267 

Society  Corp 

2,279 

10.1  j 

172 

174 

Amer  Nat  Resource- 

3,225 

.  13.5 

227 

264 

Warner  Lambert 

2,667 

'26.6 

282 

271 

Litton  Industries 

2,279 

10.4 

173 

196 

IC  Industries 

3,224 

23.4 

228 

240 

USLIFE 

2,658 

15.5 

283 

277 

Sun  Banks  of  Florida 

2,261 

12.2 

174 

167 

Maryland  National 

X  7  1  A 

9  A 

229 

223 

Southern  Railway 

7  A^n 

l  n  7 

1  o.z 

284 

286 

Merck 

7  7s\l 
Z,  L  ~  1 

1  z.  v 

175 

185 

U  S  Fidelity  &  Gty 

}  7 in 

1  7  7 

230 

1 90  Norfolk  &  Western  Ry 

7  A^  7 

— u.  / 

285 

257 

r  iTi*^. 

7  7dO 

z,z*iy 

^  ft 

176 

156  Niagara  Mohawk  Pwr 

3,189 

5.6 

231 

216 

lefferson-Pilot 

2,618 

6.9 

286 

275 

Chubb 

2,246 

10.3 

177 

201 

Coastal  States  Gas 

3,186 

23.9 

232 

192 

Kennecott  Copper 

2,616 

-1.6 

287 

297 

Panhandle  Eastern 

2,244 

16.3 

178 

422 

J  Ray  McDermott 

3,183 

131.3 

233 

242 

Continental  Tel 

2,615 

16.6 

288 

280 

Huntington  Bshs 

2,243 

11.5 

179 

183 

Gibraltar  Financial 

3  1 76 

16  1 

234 

244 

Trust  Co  of  Georgia 

1  AM 

17  3 

289 

289 

Si  iti'  Sir.  .'I  Rnctnn 

L.Ll.  1 

1  X  1 

180 

182 

Barnett  Banks  Fla 

3  1 74 

15  2 

235 

238 

Owens-Illinois 

z,ouu 

1  7  7 

290 

438 

Johns-Manvi  lie 

•)  ■)  17 

AA  1 

181 

231 

Centran  Corp 

3,153 

35.1 

236 

239 

Inland  Steel 

2,598 

12.8 

291 

303 

Provident  Natl  Corp 

2,217 

17.4 

182 

157 

Seaboard  Coast  Line 

3,141 

4.5 

237 

230 

NCR 

2,596 

10.9 

292 

291 

First  Banc  Group 

2,197 

12.7 

183 

169  United  Va  Bank-hares 

3,140 

7.3 

238 

222 

Republic  Steel 

2,585 

7.4 

293 

278 

Financial  Federation 

2,193 

8.8 

184 

181 

Carolina  Pwr  &  Lt 

X  1  }A 

J,  l  JU 

1  x  c. 

239 

246 

Coca-Cola 

Z,JOJ 

1  A  1 
1  O.  1 

294 

316 

Fidelity  Union  Bncp 

L,  1  oZ 

1C\  o 

zu.y 

185 

153 

Lincoln  First  Banks 

X  1  ^1 

9  7 

240 

210 

Equimark 

Z,Dfl  1 

\  ft 
o.o 

295 

293 

Safeco 

1  1  7A 

1 1  ft 



186 

178 

National  Steel 

3,130 

10.7 



24 1 

236 

Investors  Div  Svcs 

2,571 

1 1.0 

296 

300 

Borden 

2,166 

13.9 

187 

212 

McDonnell  Douglas 

3,098 

25.6 

242 

362 

Paine  Webber 

2,570 

61.6 

297 

310 

Financial  General 

2,161 

17.9 

188 

172 

Armco 

3,096 

7.4 

243 

260 

Beatrice  Foods 

2,560 

20.3 

298 

281 

Celanese 

2,158 

7.4 

189 

193  Central  &  South  West 

3  084 

17  1 

244 

229 

American  Natl  Finl 

2  551 

9  0 

299 

296 

First  &  Merchants 

2  154 

1 1  7 

190 

195 

Southwest  Bancshs 

3  fl7A 

1 7 

245 

233 

United  Financial  Cal 

7  z>XX 

ft  7 

300 

341  Washington  Natl  Corp 

Z,  1 1 J 

7A  ft 

ZO.n 



191 

177 

Teledyne 

3,064 

8.2 



246 

248 

American  Cyanamid 

2,526 

13.7 

301 

292 

Bank  of  Virginia 

2,120 

8.8 

192 

164 

Northeast  Utilities 

3,046 

3.4 

247 

241 

CBT  Corp 

2,522 

1 1.0 

302 

325 

United  Banks  of  Colo 

2,117 

20.0 

193 

171 

El  Paso  Company 

3,037 

5.3 

248 

251 

American  Can 

2,478 

13.9 

303 

318 

Esmark 

2,116 

17.5 

194 

215 

Crum  &  Forster 

x  mo 

ZO .  1 

249 

243 

Amer  Fletcher 

7  A7X 
Z,*+  f  o 

iU.V 

J04 

298 

St  Regis  Paper 

Z,  1  1  1 

o  z 

7.  J 

195 

203 

Long  Island  Lighting 

3  017 

I  ft  ^ 

250 

220 

Pacific  Pwt  &  Lt 

2  470 

305 

395 

Banco  Popular  PR 

7  IDA 
Z,  1  uo 

A"X  \ 
1 

196 

188 

Ohio  Edison 

3,011 

10.9 

251 

221 

No  States  Power 

2,452 

1.8 

306 

282 

Indiana  National 

2,104 

4.8 

197 

209 

First  Natl  Holding 

3,011 

20.8 

zbz 

228 

General  Foods 

2,433 

3.8 

'J  AT 

305  Missouri  Pacific  Corp 

2,100 

12.5 

198 

186 

Continental  Group 

2,997 

10.0 

253 

268 

Riggs  Natl  Bank 

2,425 

17.2 

308 

332 

Central  Bancorp 

2,099 

21.3 

199 

207  Federated  Dept  Stores 

1  Q~A 

Z,  730 

1  7  X 

254 

255 

Signal  Companies 

7  A1A 

1  7  A 

1  Z.o 

309 

302 

No  Indiana  Pub  Svc 

2  086 

10  3 

200 

225 

Schlumberger 

2  955 

23  9 

255 

274 

PepsiCo 

2  419 

18  2 

310 

285 

Potomac  Elec  Power 

2  083 

4. 1 

201 

150 

Fidelcor 

2,952 

-8.8 

256 

245 

Virginia  Natl  Bshs 

2,415 

8.4 

311 

273 

Pennzoil 

2,083 

1.6 

202 

189 

Burroughs 

2,926 

9.8 

257 

290Commerce  Bancshares 

2,413 

23.6 

312 

304 

Williams  Companies 

2,081 

10.5 

zU3 

179 

American  Brands 

2,897 

2.7 

258 

261 

Alabama  Bancorp 

2,392 

12.5 

313 

355 

American  Security 

2,078 

29.3 

204 

184 

Shawmut  Corp 

7  ftO  1 

si  ft 

259 

247  Northern  Natural  Gas 

2  388 

7  4 

314 

283 

GATX 

2  076 

3.5 

205 

197 

Ashland  Oil 

7  8HA 

i  n  a 

260 

308 

Trans  World 

7  }ft7 

xn  i 

315 

307 

Duquesne  Light 

2  069 

1 1.3 

206 

194 

First  Natl  State  Bcp 

2,878 

9.7 

261 

232 

United  Jersey  Banks 

2,385 

2.3 

316 

311 

Raytheon 

2,061 

13.7 

207 

206 

California  First  Bnk 

2,859 

13.4 

262 

287 

Colgate-Palmolive 

2,385 

21.0 

317 

326 

Gulf  States  Utils 

2,059 

17.1 

208 

213 

Champion  Intl 

2,856 

15.9 

263 

276 

lohnson  &  lohnson 

2,382 

18.0 

318 

313 

Diamond  Shamrock 

2,057 

13.6 

209 

234 

Engelhard  Minerals 

264 

375 

Eaton 

2  361 

52  7 

319 

294 

Pacific  Lighting 

2  052 

5.6 

210 

202 

Safeway  Stores 

Z,o>jO 

i  n  7 

265 

250  Capital  Holding  Corp 

7  ?A1 

ft  X 

o.o 

320 

327 

Eli  Lilly 

2  050 

1  7.0 

211 

237 

First  Union  Corp 

2,828 

22.3 

266 

NC 

American  Financial 

2,359 

10.2 

ill 

301 

Pan  Am  World  Air 

2,048 

8.0 

212 

219 

Honeywell 

2,826 

16.3 

267 

252 

Dresser  Industries 

2,355 

8.6 

322 

334 

Public  Service  Ind 

2,044 

18.5 

213 

211 

Industrial  National 

2,818 

13.4 

268 

279 

Texas  American  Bshs 

2,346 

16.5 

323 

346 

New  England  Merch 

2,040 

23.0 

214 

208 

Peoples  Gas 

1  ftft7 

1  9  A 

269 

254 

Midlantic  Banks 

2  346 

8  6 

324 

344 

Arizona  Public  Serv 

2  039 

21.9 

215 

205 

Union  Electric 

Z,oUU 

1  1  1 
11.1 

270 

265 

Donaldson,  Lufkin 

7  XACl 

1  1  7 

11./ 

325 

312 

Bendix 

2  037 

1 2.5 

216 

191 

IU  International 

2,793 

5.1 

271 

258 

Transco  Companies 

2,339 

9.3 

326 

340 

Bache  Group 

2,036 

20.2 

217 

269 

American  Airlines 

2,768 

33.8 

272 

284 

Reliance  Group 

2,339 

16.7 

327 

309 

Kerr-McGee 

2,022 

10.3 

218 

217 

Pfizer 

2,743 

12.1 

273 

253 

First  Tennessee  Natl 

2,336 

7.8 

328 

328 

Nationwide  Corp 

2,012 

15.0 

219 

235 

Hartford  Natl 

*)  7  1  7 

17  1 
I  J. 

274 

263 

PPG  Industries 

i  n  a 

329 

389 

Norton  Simon 

2  004 

34.8 

220 

224 

BayBanks 

1711 

lo.Z 

275 

256 

Consol  Natural  Gas 

Z,ooo 

ft  A 

330 

315 

Ingersoll  Rand 

1  997 

10.6 

221 

214 

Reynolds  Metals 

2,709 

10.0 

276 

262 

Cleveland  Elec  Ilium 

2,332 

10.1 

331 

330 

Textron 

1,988 

14.4 

222 

176 

Texas  Eastern 

2,709 

-4.6 

277 

272 

TRW 

2,327 

13.1 

332 

319 

Boise  Cascade 

1,982 

10.2 

223 

249 

F  W  Woolworth 

2,708 

22.3 

278 

288 

First  Virginia  Bank 

2,323 

18.3 

333 

331 

Crown  Zellerbach 

1,964 

13.1 

224 

227 

Kaiser  Alum  &  Chem 

2,679 

12.8 

279 

295 

General  Reinsurance 

2,314 

19.2 

334 

352 

McDonald's 

1,953 

18.7 

225 

226 

Allegheny  Power 

2,675 

12.6 

280 

266 

Kraft 

2,301 

10.3 

335 

335 

Equitable  Bancorp 

1,945 

14.0 

NC  Not  comparable. 
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FORBES,  MAY  14,  1979 


MORE 


EVERYDAY 


Fire  does  much  more  than  keep  us 
warm.  As  our  most  widely  used  form 
of  energy,  fire  makes  our  metals, 
chemicals  and  plastics;  refines  our 
petroleum;  propels  all  our  internal 
combustion  engines  and  produces 
most  of  our  electricity. 
St.  Joe  is  a  large  and  growing  basic 
source  of  fuels  for  fire.  We  are  one  of 
the  largest  coal  producers  in  the  U.S. 
and  have  a  growing  position  in  oil  and 
natural  gas.  We  are  continuing  to 
increase  our  capacity  and  reserves  of 
all  these  fuels  through  development  of 
production  facilities  and  worldwide 
exploration.  Our  projected  capital 
expenditures  for  1979-83  include  $431 
million  for  oil  and  gas,  $303  million  for 
coal  and  $237  million  for  non-ferrous 
metals. 

For  more  information,  including  a 
timetable  of  our  specific  plans  for 
growth,  write  to  Dept.  4  for  our  annual 
report. 


MINERALS  CORPORATION 


A  BASIC  SOURCE 

250  Park  Avenue,  New  York,  New  York  10017 


COAL  •  OIL  •  GAS  •  LEAD  »ZINC  •ZINC  OXIDE  -  ZINC  DUST*  CADMIUM  'IRON  OXIDE 


On  your  next  turn 
your  business  worries 
may  end.  Forever. 


In  just  minutes  you 
could  lose  the  business  it 
took  years  to  build. 

Even  if  your  business  went  up 
like  lightning,  at  any  moment  it  could 
come  down  by  lightning.  Or  go  up  in 
smoke.  Or  be  destroyed  by  some  other 
hazard  over  which  you  have  no  con- 
trol. And  all  your  worries  about 
whether  it's  going  to  be  a  good  year  or 
a  bad  year  will  be  gone.  Because  you 
won't  have  any  year  at  all. 

It  sounds  so  risky  because  it  is. 
Going  into  business  is  always  a  gam- 
ble. But  once  your  business  is  going 
why  take  some  unnecessary  gamble 
that  may  stop  it? 

Utica  National  makes  it  pos- 
sible, in  one  single  policy,  to  cover  your 
business  against  a  variety  of  exposures. 
Risks  that  can  either  shake  or  break 
your  business. 

Our  Commercial  Multi-Peril 
policy,  for  businessowners,  combines 
protection  formerly  available  only  as 
special  policy  additions. 

Protection  for  your  building. 


And  for  business  property— like  in- 
ventory, furniture,  your  boiler  and 
your  machinery.  For  loss  of  income. 
For  business  liability.  For  employee 
dishonesty.  For  depositor's  forgery. 
And  more. 

Oh  sure,  you  may  have  covered 
yourself  for  the  hazards  that  most 
often  happen.  But  at  the  same  time, 
you  may  have  left  yourself  open  for 
those  that  happen  only  once  in  a  blue 
moon.  But  they  happen.  And  they  hurt. 

Commercial  Multi-Peril  covers 
many  of  them. 

And  the  total  cost  for  all  this 
protection  is  much  less  than  the  sum 
of  the  parts. 

To  find  out  how  you  can  protect 
your  business  from  a  multiple  of  perils, 
contact  your  Utica  National  agent. 
You'll  find  him  in  the  Yellow  Pages. 
Or  write  to  us  c/o  Utica  National, 
Utica,  New  York  13503. 

Commercial  Multi-Peril  may 
.  not  eliminate  all  your  ordinary  business 
worries.  But  now  you  need  not  worry 
about  your  business  being  eliminated 
by  the  extraordinary. 
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ISI  Utica  National  Insurance  Group 

Insurance  that  starts  with  you. 

Utica  Mutual  Insurance  Company /Graphic  Arts  Mutual  Insurance  Company  Utica  National  Life  Insurance  Company. 
Principal  Office:  New  Hartford,  New  York.  Regional  Offices:  Atlanta,  Boston,  Dallas,  Los  Angeles.  New  Hartford,  New  York  City.  Richmond. 


Scott  &  Etetzer  Again 
Sets  Records  In 1978. 

...  for  sales,  net  income,  earnings  per  share, 

and  dividends  paid. 


Net  Sales  (millions) 


irnings  per  Share 


-$5 


'75      '76      '77  '78 


1978  was  an  outstanding  year  for  Scott 
&  Fetzer.  With  the  contributions  of  our  two 
new  acquisitions  — Wayne  Home  Equipment 
and  World  Book-Childcraft— year-to-year 
sales  rose  by  36%,  net  income  by  15%. 

But  that's  only  part  of  the  story.  1978 
results  included  our  most  recent  acquisitions 
for  partial  periods:  Wayne  for  only  10  months, 
World  Book  for  only  three.  Even  without 
these  acquisitions,  sales  and  net  income 
would  still  have  reached  record  levels.  Ob- 
viously, growth  from  existing  operations 
continues  to  be  a  major  factor  in  our  record 
performance. 

The  World  Book  acquisition,  when 
coupled  with  our  founding  product  line,  the 
Kirby  vacuum  cleaner,  positions  Scott  & 
Fetzer  as  one  of  the  largest  direct  selling  com- 
panies in  the  nation.  These  and  other  con- 
sumer product  lines  are  comfortably  balanced 
with  a  broad  range  of  commercial  and  indus- 
trial products  to  give  Scott  &.  Fetzer  an 
outstanding  product-market  balance. 

The  major  elements  of  our  overall  cor- 
porate strategy  are  detailed  in  our  new  annual 
report.  For  a  copy,  write  J. F.  Bradley,  Execu- 
tive Vice  President— Finance. 

Our  Major  Acquisitions 
of  1978. 

Wayne  Home  Equipment,  Fort  Wayne, 
Indiana,  is  the  world's  leading  manufacturer 
of  oil  and  gas  power  burners  and  water  system 
pumps. 

World  Book-Childcraft  International, 
Inc.,  Chicago,  Illinois,  is  the  world  sales 
leader  in  encyclopedias,  and  offers  other 
educational  and  reference  materials.  The 
company  also  has  affiliated  operations  in 
direct  mail  marketing,  insurance,  and  con- 
sumer finance. 


Dividends  per  Share 


74      '75      '76      '77  '78 


-$2.00 


—  1.50 


—  1.00 


.50 


The  Scott  &Fetzer  Company 

14600  Detroit  Avenue   Lakewood,  Ohio  44107  216/228-6200 

Cleaning  Systems  □  Educational  &.  Household  Products  □  Fluid  Transmission  □  Equipment  &.  Accessories  □  Power  &.  Energy  □  Measurement  &.  Control 


The  Forbes  Assets  500 


%  Change  %  Change  %  Change 

Rank  Assets       Over  Rank  Assets       Over  Rank  Assets  Over 

1978  1977  Company  ($000,000)     1977      1978  1977  Company  ($000,000)     1977      1978  1977  Company  ($000,000)  1977 


336 

320 

... 

Illinois  Power 

1,939 

9. 1 

337 

324 

Northwest  Industries 

1,934 

9.6 

338 

337 

B  F  Goodrich 

1,93 1 

13.7 

339 

306 

Phelps  Dodge 

1,916 

3.0 

340 

317 

Southwestern  Life 

1,913 

6.2 

341 

368 

MCA 

1,913 

21.1 

342 

463 

Eastern  Air  Lines 

1,909 

53.5 

J  A  1 

323 

Ralston  Purina 

1,898 

■7  c 

344 

336 

Provident  Life  &  Acc 

1,898 

11.6 

345 

299 

Key  Banks 

1,894 

-1.6 

1/1  A 
O40 

322 

Burlington  Inds 

1  ceo 

A  7 

O.  / 

347 

314  United  Bank  Corp  NY 

1,888 

4.3 

348 

358 

Marshall  &  Ilsley 

1,883 

1 7.8 

349 

361 

E  F  Hutton  Group 

1,873 

17.5 

350 

329 

Uniroyal 

1,871 

7.2 

i  z  1 

33  1 

333 

Florida  Natl  Banks 

1  QA.A 
1,004 

o.U 

1  O 

339 

Tenn  Valley  Bancorp 

1,000 

y.y 

354  American  Home  Prod 

1   Q  A1 
1,002 

1  ^  a 

io.O 

354 

364 

CPC  International 

1,861 

17.1 

355 

359 

First  Maryland  Bncp 

1,858 

16.4 

342  Dominion  Bankshares 

1,847 

10.0 

1  CT 

Jo/ 

347 

Combustion  Engnrng 

1,837 

1 1.0 

icq 

321  New  England  Electric 

1,003 

1  A 

0.4 

359 

349 

Kimberly-Clark 

1,826 

10.6 

360 

360 

Jim  Walter 

1,810 

13.4 

J>01 

343 

Liberty  Natl  Life 

1,805 

7.7 

1/.') 

■ 

Time  Inc 

1  on  1 

7 1  n 

/  l.U 

1A1 

30  o 

407 

Dart  Industries 

1,792 

24 .4 

364 

383 

Indust  Valley  Bank 

1,790 

18.4 

365 

350 

May  Dept  Stores 

1,789 

8.4 

1/;/. 
jOO 

391 

First  Kentucky  Natl 

1  7on 

1,  toy 

in  0 

1A7 
JO/ 

408 

Allied  Bancshares 

1  701 

1,  foL 

0  17 

JOo 

356  Southern  Bancorp  Ala 

1,782 

1 1.3 

369 

381 

CBS 

1,780 

17.3 

370 

357 

General  Dynamics 

1,779 

11.1 

171 

3/  1 

418 

Fidelity  Financial 

1  7A1 
1 ,  /  00 

Zj.J 

3/2 

369 

Public  Service  Colo 

1,746 

10.8 

171 

3/ o 

348 

Flagship  Banks 

1,746 

5.5 

374 

345 

Florida  Power 

1,739 

4.4 

375 

370 

Western  Union 

1,739 

10.8 

17A 

425 

United  States  Trust 

l,/ol 

z.6.4 

177 

367 

Greyhound 

1,725 

8.7 

17(1 

3/o 

377 

Cincinnati  G  &  E 

1,719 

11.8 

379 

400 

ENSERCH 

1,717 

17.9 

380 

■ 

Commonwlth  Banks 

1,717 

NC 

JO  1 

440 

N  L  Industries 

1,715 

29.4 

1ft') 

412 

Hawaii  Bancorp 

1,713 

20.5 

Iftl 
303 

366 

First  Natl  Charter 

1,705 

7.5 

384 

351 

First  Empire  State 

1,703 

3.5 

385 

365 

Genl  Tire  &  Rubber 

1,702 

7.2 

386 

403 

Utah  Power  &  Light 

1,702 

17.5 

387 

385 

Bristol-Myers 

1,696 

13.5 

388 

371 

Lockheed 

1,692 

7.8 

389 

376 

First  Alabama  Bshs 

1,691 

9.5 

390 

382 

Boatmen's  Bancshs 

1,679 

10.9 

■  Not  on  500  list  in  1977.    NC  Not  comparable. 


391 

372 

Atlantic  Bancorp 

1,677 

7. 1 

392 

410 

otauner  Chemical 

1,667 

16.6 

393 

475 

Consolidated  Foods 

1,000 

AC\  C\ 

4U.U 

394 

413 

Motorola 

1,657 

16.9 

395 

415 

Kroger 

1,653 

16.9 

3vo 

402 

Borg-Warner 

1  A£1 

1  1  Q 

lo.y 

ov/ 

353 

Central  Bancshares 

l,OoU 

1  i 

Z.  I 

lOft 

3V0 

A  1  O 

Anheuser-Busch 

1  A4  ft 
1 ,04o 

l  7  4 
1  /  .4 

399 

387 

Delta  Air  Lines 

1,647 

10.4 

400 

416 

Merchants  National 

1,644 

16.5 

1  A  1 

4U1 

4ZU 

Old  Kent  Financial 

1  a  in 

1 ,04U 

1  ft  O 

1  o.V 

4UZ 

A  7/1 

4/U 

Dayton -Hudson 

1  A17 
1 ,00  / 

14  4 
o4.4 

403 

450 

National  Distillers 

1,00  0 

1A  A 
ZO.4 

404 

■ 

First  Amer  Bank  Corp 

1,634 

111.7 

405 

437 

Tiger  International 

1,633 

22.0 

4U0 

374 

First  Amtenn  Corp 

1  £f\ ft 

l,oZo 

A  Q. 
4.0 

A  AT 

4U/ 

394 

TVansohio  Financial 

l,OZo 

1  Ct  1 

1  U.o 

4  Aft 

17C 

0/0 

Third  National  Corp 

1  A14 

a  n 

O.U 

409 

379 

ASARCO 

1,623 

6.1 

410 

363 

Scott  Paper 

1,622 

2.0 

411 

401 

First  Florida  Banks 

1  618 

11.5 

4  1 i 

4  12 

386 

Cullen/Frost  Bankers 

1  A  1  £ 
l,01o 

Q  i 

o.Z 

A  1  3 

413 

396 

First  Natl  Cine  Corp 

l,Olo 

0  0 

y.o 

414 

■ 

Dean  Witter  Reynolds 

1,615 

86.2 

415 

404 

General  Mills 

1,613 

11.4 

4 16 

409 

No  States  Bancorp 

1  Al  1 

i  ,0 1  z. 

12  2 

4  1  7 

41/ 

380Whitney  Holding  Corp 

l,oUo 

c  1 

0.0 

4  1ft 
4  lo 

388 

N  Y  State  Elec  &Gas 

1  AMI 
1,OUO 

7  A 

/  .0 

419 

393 

Hercules 

1,597 

8.1 

420 

405 

Squibb 

1,593 

10.2 

/I'll 

421 

432 

Citizens  Fidelity 

1  7  O 

1  /  .y 

411 
422 

451 

Kemper  Corp 

1,592 

Zo.o 

411 

423 

Portland  Genl  Elec 

1 ,000 

1 0.0 

424 

455 

Natl  Central  Financl 

1,586 

24.2 

425 

390 

Rapid-American 

1,584 

6.7 

4  1A 

420 

443 

Arizona  Bank 

1  Q7A 

iy.o 

417 

421 

Martin  Marietta 

1  ,oOo 

117 

lo.t 

41ft 
42o 

435  Wisconsin  Elec  Power 

1   £  A£ 
1,000 

1  A  A 
10.O 

429 

453 

First  Oklahoma  Bncp 

1,551 

20.6 

430 

434 

American  B  &  T  Pa 

1,546 

15.0 

411 
43  1 

397 

Boston  Edison 

1  C4  C 

l,o4o 

q  1 

4  11 
4J2 

417 

Northwestern  Finl 

1   C4  1 

l,o41 

O  1 

y.z 

411 
433 

414  San  Diego  Gas  &  Elec 

1    C4  1 

l,o4i 

O  Ci 

o.y 

434 

406 

So  Natural  Resources 

1,538 

6.7 

435 

411 

Marine  Corp 

1,538 

7.6 

430 

442 

No  Calif  Savings 

l,3o6 

1  a  n 
16.U 

A  17 

43/ 

433 

Central  Tel  &  Utils 

1  C11 

11c 

A  1 0 
430 

436 

Idaho  First  Natl  Bk 

1   C1 1 

1  A  C 

14. D 

439 

428 

First  Texas  Finl 

1,529 

11.9 

440 

398 

Union  Commerce 

1,526 

4.1 

441 

426  Oklahoma  Gas  &  Elec 

1,524 

11.3 

442 

424 

Mead 

1,524 

10.9 

443 

430 

So  Carolina  E  &  G 

1,523 

11.9 

444 

384 

Trans  Union 

1,523 

1.7 

445 

431 

Murphy  Oil 

1,517 

11.5 

A  A  6. 

440 

392 

Texasgulf 

1  CIA 

1,514 

1  A 

2.4 

4  47 

44  / 

485 

Allis-Chalmers 

1  enc 
1,dUd 

O  i.o 

44ft 
440 

468 

Texas  Instruments 

1  AQA 

1  1  C\ 

2  1  .U 

449 

466Sumitomo  Bank  of  Cal 

1,493 

20.5 

450 

■ 

Digital  Equipment 

1,492 

39.4 

429 

So  New  England  Tel 

1  483 

ft  ft 
0.0 

439  United  Missouri  Bshs 

1  47fl 

1  n.  7 

1U.  / 

4^1 

449 

NICOR 

1  4A7 

1 1  1 
10.0 

454 

482 

Hewlett-Packard 

1,462 

26.2 

455 

427  Intl  Minerals  &  Chem 

1,462 

6.8 

456 

464 

Abbott  Laboratories 

1  453 

16  9 

441 

Wilmington  Trust 

458 

496 

Superior  Oil 

1  450 

310 

459 

446 

Gulf  United 

1,449 

11.3 

460 

458 

Equitable  of  Iowa 

1,449 

13.8 

4  A  1 
401 

459 

First  Hawaiian  Inc 

1  44  ft 
1 ,44o 

14  4 
14.4 

A  Al 
40Z 

445 

First  United  Bancorp 

1  441 
1,4<H-Z 

in  7 

LU.t 

4A1 
400 

444 

Broadview  Financial 

1  410 

1 ,4oy 

1  n  n 

1U.U 

464 

399 

Singer 

1,435 

-1.8 

465 

■ 

Baldwin-United 

1,431 

44.6 

400 

452 

Western  Financial 

1  4  in 

l,4oU 

1 1  1 

11.1 

4A7 
40/ 

448 

Allied  Stores 

1  410 

1  n  1 

1U.O 

4  Aft 

454 

Continental  Bank 

1  417 
1,4Z  / 

1  1  ^ 

11.0 

469 

479 

Gould 

1,421 

21.5 

470 

■ 

Carrier 

1,416 

54.9 

A7i 

<♦  /  1 

461 

Houston  Natural  Gas 

1  41  1 

1,4-11 

1 0  1 

1  z.  1 

47? 

481 

Fruehauf 

1  404 

21  2 

473 

499 

Dana 

27  2 

474 

■ 

Carter  Hawley  Hale 

1,395 

53.1 

475 

474 

Fin  Cp  Santa  Barbara 

1,393 

16.4 

47A 

456 

Olin  Corp 

1  101 

1  ,oyo 

477 

447 

Northwest  Airlines 

1  101 

7  1 

478 

460 

First  Virginia  Bshs 

1  362 

7  8 

479 

462 

Columbus  &  So  Ohio 

1,361 

8.6 

480 

■ 

Zions  Utah  Bancorp 

1,360 

29.7 

4ft  1 
4o  1 

471 

Carnation 

1  140 

i,o4y 

1  1  1 
11.1 

■ 

GEICO 

1 ,040 

35  8 

4ft  1 

■ 

Great  Atl  &  Pac  Tea 

1  114 

1  7  ft 
1  /  .0 

484 

457 

H  J  Heinz 

1,334 

4.6 

485 

476 

South  Carolina  Natl 

1,332 

12.7 

4ft  A 

478 

Deposit  Guaranty 

1  11 1 

1 1  1 
1  z.o 

487 

■ 

Itel 

1  320 

65.7 

4ft  Si 
4oo 

480 

Peoples  Natl  Bank 

1  110 
1 ,0  iy 

1 1  0 

12. y 

489 

488  Equitable  Sav  &  Loan 

1,310 

15.0 

490 

■ 

Warner  Commun 

1,309 

28.7 

491 

484 

Emerson  Electric 

1  301 

13.2 

492 

495 

Walter  Kidde 

1  300 

17.4 

401 

f  /1 

498 

Hospital  Trust  Corp 

1  7  9 

494 

465 

First  Citizens  B  &  T 

1,293 

4.0 

495 

473 

Gillette 

1,292 

7.8 

496 

497 

Pillsbury 

1,283 

16.0 

497 

■ 

Suburban  Bancorp 

1,277 

17.1 

498 

491  Dayton  Power  &  Light 

1,270 

13.3 

499 

■ 

Amer  Savings  &  Loan 

1,269 

25.7 

500 

483 

Liberty  Natl  Corp 

1,268 

9.9 
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THE  NEW 
DUN  &  BR  ADSTREET 
EXTENSION. 


Introducing  DUNS  DIAL, 
a  major  advance  in  D&B's 
business  information 
service,  that  gives  you 
instant  access  to  billions 
of  facts  on  millions 
of  U.S.  companies. 

Now.  reach  for  your  telephone  when 
you  have  to  make  informed  business 
decisions  in  a  hurry. 

With  a  toll-free  DUNS  DIAL  phone 
call,  you  can  learn  what  you  need  to  know 
in  seconds-about  a  hot  prospect  or  a 
company  you  already  do  business  with. 

Because  your  call  connects  you 
directly  to  Dun  &  Bradstreet's 
National  Business  Information 
Center  in  New  Jersey  that 
houses  current,  comprehensive 
data  on  over  4,000,000 
U.S.  companies.  It  takes  one 
of  the  world's  largest 
computer  installations 
to  process,  update,  store 


and  disperse  this  information  -including 
up-to-the-minute  payment  experiences. 

Technology  makes  DUNS  DIAL 
possible.  A  very  special  kind  of  personal 
contact  makes  DUNS  DIAL  work. 

Taking  calls  at  the  Information 
Center  are  more  than  120  men  and  women 
specially  selected  and  trained  by  Dun& 
Bradstreet  as  DUNS  DIAL  Tele-Responders. 
Ask  them  your  questions.  Engage  them  in 
dialogue.  They  know  how  to  pinpoint  the 
information  you're  seeking,  accessed  with 
keyboard  speed  and  projected  on 
their  deskside  screens.  All 
verbal  information  is 
confirmed  in  a  complete 


printed  report  which  is  processed 
and  mailed  without  delay. 

If  there  is  no  report  on  a 
particular  company  in  D&B's  file, 
or  if  the  report  is  not  current,  the 
D&B  Tele-Responders  can  arrange 
for  the  D&B  field  staff  to  track 
down  the  information  and  relay  it 
to  you  promptly. 

In  the  138  years  that  Dun& 
W-    Bradstreet  has  been  serving  the  infor- 
mation needs  of  business,  we've  adopted 
the  transmission  means  of  the  times. 
From  hand  delivery  to  Pony  Express.  From 
the  telegraph  ticker  to  air  mail. 

Now,  for  today's  fast-paced  business 
world,  there  is  DUNS  DIAL.  The  new 
extension  that  gives  you  a  "hot  line"  to 
Dun&  Bradstreet  . . .  the  essential  business. 

Let  DUNS  DIAL  speak  for 
itself!  Dial  (800)  526-4588 
toll-free  and  get  full  details.  In 
New  Jersey,  call  (800)  672-1123. 

Dun  &  Bradstreet 

a  company  of 

The  Dun  &"Bradstrect  Corporation 


L 
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The  Forbes  Stock  Value  500 


here  were  a  good  many  more 
banges  in  individual  market  val- 
es last  year  than  the  overall  fig- 
res  might  seem  to  suggest. 


Market 

%  Change 

Rank 

Value 

Over 

1978  1977 

Company 

($000,000) 

1977 

1  1 

IBM 

43,524 

7.9 

2  2 

American  Tel  &  Tel 

40,508 

3.4 

3  3 

Exxon 

21,793 

1.2 

4  4 

General  Motors 

15,334 

-14.6 

5  5 

General  Electric 

10,746 

-5.6 

rHE  total  market  value  of  the  top  500  publicly  held  U.S. 
companies  at  last  year-end  was  just  under  $680  billion, 
compared  with  just  over  $660  billion  the  year  before, 
lat's  an  increase  of  less  than  3%,  and  would  bespeak  a 
iative  steadiness  in  the  performance  of  at  least  most  of  the 
mpanies  among  the  500,  right? 

Wrong,  of  course.  No  fewer  than  100  were  up  by  20%  or 
ore,  and  59  of  that  100  were  up  by  more  than  30%.  On  the 
wn  side,  29  companies  showed  market  value  declines  of  over 
%.  How  could  advances  so  outnumber  declines  without 
ecting  the  totals?  In  part  because  three  large  companies — 
meral  Motors,  General  Electric  and  Sears,  Roebuck — suf- 
ed  a  combined  market  value  decline  of  nearly  $6  billion, 


enough  to  offset  the  gains  of  a  good  many  smaller  companies. 

Number  one  in  market  value  was  IBM,  for  a  reason  that 
becomes  clearer  if  one  checks  its  standing  on  the  three  other 
Forbes  500  lists  for  sales,  assets  and  profits.  IBM  ranks  21st  in 
assets,  9th  in  sales  and  3rd  in  profits.  In  other  words,  IBM 
management  is  using  comparatively  "small"  assets  to  generate 
considerably  larger  sales  that  yielded  still  larger  profits.  Gener- 
al Motors,  by  contrast,  had  roughly  half  again  as  much  assets  as 
IBM.  On  those  assets  GM  generated  about  three  times  IBM 
sales;  but  IBM  sales  were  nearly  three  times  as  profitable,  so  it 
ended  up  with  a  profit  about  90%  of  GM's.  Investors  thought 
this  a  nifty  enough  performance  to  give  it  the  number  one  spot 
in  market  value;  it  is  one  of  the  four  companies  in  the  first  ten 
in  market  value  whose  market  value  exceeds  their  assets.  (The 
other  three:  Eastman  Kodak,  Schlumberger  and  3M.) 

Among  major  companies,  by  far  the  largest  gain  in  market 
value  (154%)  was  racked  up  by  Boeing,  whose  backlog  figures 
promise  years  of  profitable  operation.  Among  other  large  com- 
panies showing  major  gains  were  Polaroid  (98. 1  % ),  SmithKline 
(85.3%),  General  Dynamics  (72.5%),  Teledyne  (67.7%)  and 
Tandy  (59.1%).  In  many  cases  the  reasons  seemed  obvious: 
Polaroid,  for  example,  seemed  to  be  profiting  from  Kodak's 
invasion  of  the  instant  photography  field,  not  crumbling  as 
some  had  feared;  SmithKline  was  at  last  cashing  in  on  some 
excellent  new  drugs;  and  Teledyne  simply  had  good  earnings 
and  prospects.  But  how  to  explain  the  strength  of  a  Tandy — 
except  on  the  theory  that  investors  were  enormously  relieved 
when  the  death  of  founder  Charles  Tandy  seemed  to  have  little 
effect  on  the  company's  continuing  growth? 

The  other  three  Forbes  lists  are  relatively  objective  mea- 
sures of  what  a  company  does.  The  Market  Value  500  depends 
upon  the  way  other  people  view  a  company.  Between  the  two 
there  continues  to  be  a  world  of  difference. 
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The  Forbes  Stock  Value  500 


Rank 
1978  1977 


Company 


Market  %  Change 

Value  Over 
($000,000)  1977 


Rank 
1978  1977 


Company 


Market  %  Change 

Value  Over 
|$000,000|  1977 


Rank 
1978  1977 


Company 


Market  %  Chang| 
Value  Over 
($000,000)  1977 


6 

7 

Eastman  Kodak  9,461 

14.7 

61 

47 

American  Express  2,076 

-18.7 

116 

83 

Ralston  Purina 

1,227 

-19.9 

7 

9 

Standard  Oil  Ind  8,286 

14.4 

62 

66 

Emerson  Electric 

2,062 

6.2 

117 

100 

American  Cyanamid 

1,213 

-5.1 

8 

13 

Schlumberger  8,030 

29.4 

63 

52 

J  C  Penney 

2,047 

-12.5 

118 

112 

Va  Electric  &.  Power 

1,193 

4.1 

9 

12 

Standard  Oil  Calif  7,993 

20.7 

64 

74 

Abbott  Laboratories 

2,028 

21.1 

119 

89 

Phila  Electric 

1,186 

-19.0 

10 

15 

Minn  Mining  &  Mfg  7,397 

31.4 

65 

63 

Commonwlth  Edison 

2,010 

-1.1 

120 

121 

CPC  International 

1,171 

7.2 

11 

11 

Mobil  7,353 

9.1 

66 

64 

Kl_A 

1,953 

-1.4 

121 

115 

Union  Camp 

1,159 

3.6 

12 

10 

Procter  &  Gamble  7,346 

3.5 

67 

50 

Southern  Company 

1,901 

-21.7 

122 

106 

Goodyear 

1,154 

-6.4 

13 

8 

Texaco  6,481 

-14.0 

68 

98 

American  Intl  Group 

1,893 

43.2 

123 

118 

Middle  South  Utils 

1,141 

2.9 

14 

6 

Sears,  Roebuck  6,372 

-29.3 

69 

61 

Warner-Lambert 

1,888 

-8.6 

124 

119 

Campbell  Soup 

1,138 

2.9 

15 

17 

Atlantic  Richfield  6,350 

18.7 

70 

60 

McDonald's 

1,873 

-10.0 

125 

186 

Ashland  Oil 

1,136 

36.1 

16 

14 

ElduPont  6,057 

5.0 

71 

73 

Texas  Instruments 

1,822 

8.6 

126 

133 

United  Telecom 

1,115 

6.6 

17 

23 

Coca-Cola  5,420 

19.1 

72 

45 

United  States  Steel 

1,818 

-^1.4 

127 

80 

Occidental  Petroleum 

1,112 

-29.1 

18 

27 

Merck  5,111 

21.9 

73 

75 

J  P  Morgan  &  Co 

1,754 

5.4 

128 

143 

AMP 

1,108 

1 1.2 

19 

33 

Standard  Oil  Ohio  5,101 

51.1 

74 

62 

International  Paper 

1,740 

-15.6 

129 

138 

Transamerica 

1,100 

8.6 

20 

21 

Caterpillar  Tractor  5,074 

7.2 

75 

176 

Polaroid 

1,700 

98.1 

130 

131 

Gannett 

1,096 

3.9 

21  16  Ford  Motor  5,035  -7.1 

22  22  Phillips  Petroleum  4,884  3.8 

23  19  Shell  Oil  4,872  -0.6 

24  18  Gulf  Oil  4,558  -12.6 

25  20  Dow  Chemical  4,507  -7.8 

26  24  Johnson  &  Johnson  4,414  -1.7 

27  25  American  Home  Prod  4,402  1.5 

28  30  Philip  Morris  4,380  18.1 

29  29  Xerox  4,288  14.1 

30  26  General  Tel  &  Elec  4,030  -5.1 


76  58 

77  77 

78  96 

79  88 

80  110 


Monsanto 
Alcoa 
Revlon 
Marathon  Oil 
AMAX 


81  90  So  Calif  Edison 

82  79  General  Foods 

83  1 13  United  Technologies 

84  128  NCR 

85  78  Schering-Plough 


31 

28 

Halliburton  3,877 

1.5 

86 

101 

Sperry  Rand 

1,575 

24.3 

141 

147 

Continental  Illinois 

1,023 

6.1 

32 

34 

BankAmerica  Corp  3,760 

12.7 

87 

68 

Federated  Dept  Stores 

1,542 

-19.1 

142 

152 

Pennzoil 

1,010 

6.3 

33 

44 

Eli  Lilly  3,490 

30.5 

88 

76 

Texas  Utilities 

1,523 

-7.7 

143 

170 

Times  Mirror 

1,008 

13.9 

34 

31 

Getty  Oil  3,101 

-13.0 

89 

87 

Cities  Service 

1,492 

1.0 

144 

158 

Central  &  South  West 

1,007 

8.6 

35 

32 

Weyerhaeuser  3,053 

-12.5 

90 

153 

Honeywell 

1,490 

57.2 

145 

144  Amer  Hospital  Supply 

978 

-1.4 

36 

108 

Boeing  3,048 

154.3 

91 

84 

General  Mills 

1,480 

-2.1 

146 

114 

Carnation 

975 

-12.9 

37 

36 

Intl  Tel  &  Tel  3,029 

-8.7 

92 

130 

Upjohn 

1,452 

36.9 

147 

194 

Dun  &  Bradstreet  Cos 

972 

19.3 

38 

37 

Continental  Oil  3,021 

-6.2 

93 

97 

Travelers 

1,451 

8.7 

148 

224 

MCA 

967 

34.1 

39 

38 

Burroughs  2,990 

0.7 

94 

132 

Raytheon 

1,450 

37.9 

149 

159 

General  Reinsurance 

964 

4.1 

40 

43 

Avon  Products  2,953 

5.6 

95 

93 

Connecticut  General 

1,441 

3.5 

150 

226 

Amer  Broadcasting 

961 

33  5 

41 

39 

Tenneco  2,950 

1.0 

96 

81 

Consolidated  Edison 

1,438 

-8.3 

151 

200 

Time  Inc 

959 

18.9 

42 

42 

Citicorp  2,881 

2.5 

97 

71 

Dresser  Industries 

1,430 

-16.9 

152 

139 

Kimberly-Clark 

956 

-4.6 

43 

86 

SmithKline  Corp  2,764 

85.3 

98 

82 

Westinghouse  Elec 

1,426 

-9.0 

153 

134 

INA 

956 

-7.6 

44 

41 

R  J  Reynolds  Inds  2,751 

-3.7 

99 

94 

CBS 

1,408 

2.6 

154 

208 

Dana 

947 

23.1 

45 

35 

Kmart  2,748 

-17.5 

100 

69 

Kellogg 

1,404 

-24.6 

155 

160 

Corning  Glass  Works 

945 

2.4 

46 

59 

Hewlett-Packard  2,611 

25.1 

101 

91 

Duke  Power 

1,398 

-2.9 

156 

150 

Chase  Manhattan 

942 

-1.7 

47 

54 

Union  Oil  California  2,500 

11.8 

102 

102 

Baxter  Travenol 

1,385 

9.4 

157 

173 

Sterling  Drug 

940 

7.8 

48 

40 

Georgia-Pacific  2,492 

-14.5 

103 

72 

Colgate-Palmolive 

1,361 

-19.1 

158 

242 

Baker  International 

934 

34.8 

49 

53 

Union  Pacific  2,451 

5.6 

104 

116 

American  Brands 

1,337 

19.4 

159 

175 

Dart  Industries 

925 

7.4 

50 

49 

PepsiCo  2,385 

-1.9 

105 

135 

Superior  Oil 

1,318 

29.2 

160 

123 

Ingersoll-Rand 

920 

-15.5 

51 

48 

American  Elec  Power  2,338 

-6.9 

106 

92 

Continental  Corp 

1,311 

-7.8 

161 

235 

Lubrizol 

915 

30.5 

52 

57 

Bristol-Myers  2,332 

9.9 

107 

95 

Pub  Svc  Elec  &  Gas 

1,298 

-5.1 

162 

201 

Fedl  Natl  Mortgage 

911 

13.7 

53 

67 

Pfizer  2,323 

20.7 

108 

99 

Walt  Disney 

1,294 

0.5 

163 

178 

Engelhard  Minerals 

909 

6.5 

54 

51 

Pacific  Gas  &  Elec  2,245 

-5.0 

109 

127 

Squibb 

1,250 

17.3 

164 

148 

St  Regis  Paper 

900 

-6.4 

55 

56 

Sun  Company  2,217 

1.4 

110 

103 

Kraft 

1,249 

0.1 

165 

166 

Peoples  Gas 

891 

-1.8 

56  46  Union  Carbide  2,212  -16.4 

57  55  Beatrice  Foods  2,180  -2.5 

58  70  Digital  Equipment  2,156  18.0 

59  85  Deere  2,099  40.3 

60  65  Aetna  Life  &  Cas  2,088  5.8 


111  117 

112  145 

113  107 

114  140 

115  222 


Motorola 
McDonnell  Douglas 
Kerr-McGee 
Rockwell  Intl 
Teledyne 


,697 
,674 
,673 
,656 
,613 


-18.8 
3.5 
25.0 
12.2 
37.2 


131  172  Intl  Harvester  1,090  23  6 

132  169  Anheuser-Busch  1,072  20.3 

133  157  Champion  Intl  1,071  15.5 

134  137  WR  Grace  1,070  5.2 

135  105  General  Public  Utils  1,067  -14.4 


,610 
,604 
,596 
,583 
,579 


11.7 
2.1 
42.4 
48.7 
-2.3 


136 
137 
138 
139 
140 


136 
126 
124 
125 
163 


Consumers  Power 
Florida  Power  &  Lt 
Mfrs  Hanover  Corp 
Safeway  Stores 
TRW 


1,056 
1,053 
1,052 
1,050 
1,028 


,240 
,238 
,235 
,231 
,229 


11.3 
25.0 
2.2 
23.1 
67.7 


3.7 
-2.2 
-2.9 
-2.5 
12.2 


166  146  Detroit  Edison  890  -8.9 

167  196  H  J  Heinz  888  9.0 

168  192  Long  Island  Lighting  887  8.1 

169  201  Western  Bancorp  886  10.6 

170  120  Continental  Group  878  -20.6 
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The  best  part  of  the  best  incentive  package 

in  the  EEC. 


It  is  important  to  compare  incentives 
when  you're  deciding  to  build  a  new  plant  in 
Europe.  Plant  Location  International  decided 
the  best  overall  package  was  available  in 
Northern  Ireland.  Added  since  are  provisions 
for  joint  ventures  and  for  buy-back  equity. 

But  how  do  you  assess  the  quality  of  the 
worker  any  country  puts  on  the  job? 

You  can  check  the  industrial  performance 
of  Northern  Ireland.  Measure  our  long  manu- 
facturing tradition.  Chart  our  steady 
^growth  in  productivity.  Count  how  few 
Working  days  we  lose  in  a  year. 

You  can  look  at  intangibles,  too. 
The  depth  of  company  loyalty.  The  will- 1 
ingness  to  try  new  production  methods. 
The  healthy  climate  of  labor  relations. 

Add  it  all  up.  You'll  see  why  morej 
than  30  U.  S.  companies  manufacture 
Northern  Ireland.  They  like  the  incei 


tives,  but  they  value  even  more  the  quality 
of  the  men  and  women  they  employ  here. 

Put  our  assistance  programs  and  our 
people  to  work  for  you.  Get  the  facts  from  Reg 
Browne  or  Marcus  Robinson  at  the  Northern 
Ireland  Industrial  Development  Office  in  New 
YorkThey  can  quickly  tailor  an  offer  of  assis- 
tance to  suit  your  plans.  Call  (212)  593-2258. 
Or  write:  NIIDO,  British  Consulate-General, 
150  E.  58th  St.,  New  York,  NY  10022. 

William  Dornan  works,  A 
toolmaker  at  the  Bridgeport 
Brass  Co. ,  he  brings  30 
years  of  experience  to  the 
job  of  producing  tire  valves 
for  the  European  market. 


Northern 
Ireland 

works. 


Now  this  doctor  can  search 
through  a  medical  library  half  a  world  away, 
and  never  leave  her  office. 


Like  doctors  anywhere, 
this  doctor  in  Paris  some- 
times comes  across  a  case 
that's  hard  to  diagnose 

But  these  days  she  can 
turn  to  the  National  Library 
of  Medicine  in  Washington, 
D  C. —through  a  computer 
terminal  right  in  the  office. 

In  less  time  than  it  takes 
to  tell  about  it,  she's 
able  to  search  through  over 
half  a  million  medical 


references  stored  in  the 
Library's  computers. 

To  help  her  find  out  what 
ails  her  patient. 

This  wealth  of  current 
medical  knowledge  is  being 
brought  to  doctors,  from 
France  to  Hong  Kong, 
through  the  Universal  Data 
Transfer  Service  (UDTS). 

It's  a  data  transmission 
network  created  by  the 
people  of  ITT  World 


Communications . 

And  today  it's  being  used 
not  only  by  medical  people, 
but  by  people  in  business, 
finance,  the  sciences,  agri- 
culture, mathematics,  mar- 
keting, whatever. 

UDTS  is  surprisingly  eco- 
nomical, too 

All  of  which  makes  it  not 
only  a  remarkable  tool,  but 
something  just  as  important. 

A  practical  tool. 


The  best  ideas  are  the  "  H  I  "  1 ■ 
ideas  that  help  people.  I    I  JL 
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The  Forbes  Stock  Value  500 


Market  %  Change 
Rank  Value  Over 

1978  1977  Company  ($000,000)  1977 


171 

184 

Arm  co 

877 

4.4 

172 

168 

Niagara  Mohawk  Pwr 

871 

-2.5 

173 

177 

Carolina  Pwr  ft  Lt 

870 

1.8 

174 

185 

Intl  Flavors  ft  Frag 

866 

33 

175 

161 

Bethlehem  Steel 

857 

-7.1 

176 

129 

Houston  Natural  Gas 

857 

-19.4 

177 

149 

Amer  Nat  Resources 

855 

-11.1 

178 

183 

Marsh  ft  McLennan 

852 

1.2 

179 

205 

Stauffer  Chemical 

851 

7.2 

180 

111 

Texas  Eastern 

851 

-26.2 

181 

171 

Houston  Industries 

851 

-3.6 

182 

228 

Amerada  Hess 

849 

18.7 

183 

252 

Tektronix 

849 

27.6 

184 

197 

U  S  Fidelity  ft  Gty 

841 

3.7 

185 

337 

General  Dynamics 

840 

72.5 

186 

213 

Winn-Dixie  Stores 

835 

11.2 

187 

154 

Columbia  Gas  System 

831 

-11.8 

188 

204 

Delta  Air  Lines 

830 

4.4 

189 

122 

Santa  Fe  Industries 

820 

-24.9 

190 

182 

Louisiana  Land 

817 

-3.4 

191 

212 

Nabisco 

816 

7.6 

192 

255 

Dayton  Hudson 

813 

13.6 

193 

209 

Farmers  Group 

809 

5.6 

194 

206 

Bendix 

809 

2.8 

195 

203 

Textron 

809 

1.6 

196 

191 

NLT 

806 

-2.1 

197 

104 

Allied  Chemical 

806 

-35.4 

198 

141 

Owens-Corning  Fbrgjs 

805 

-19.4 

199 

155 

Norton  Simon 

805 

-13.6 

200 

210 

Lincoln  Natl  Corp 

804 

5.1 

201 

190 

Household  Finance 

802 

-2.9 

202 

189 

Northwest  Industries 

797 

-4.1 

203 

180 

Crown  Zellerbach 

784 

-7.9 

204 

156 

Northern  Natural  Gas 

782 

-15.7 

205 

217 

Gillette 

780 

5.7 

206 

109 

Diamond  Shamrock 

779 

-34.2 

207 

229 

FMC 

778 

9.1 

208 

142 

Ohio  Edison 

775 

-22.4 

209 

260 

Missouri  Pacific  Corp 

767 

21.1 

210 

293 

Martin  Marietta 

766 

333 

211 

271 

Signal  Companies 

766 

24.1 

212 

181 

PPG  Industries 

765 

-9.5 

213 

321 

UAL 

764 

48.6 

214 

151 

Borden 

762 

-20.0 

215 

257 

Levi  Strauss 

762 

16.8 

216 

193 

Baltimore  Gas  ft  Elec 

757 

-73 

217 

221 

First  Chicago  Corp 

753 

2.7 

218 

199 

Pa  Power  ft  Light 

752 

-6.9 

219 

220 

Pacific  Pwr  ft  Lt 

739 

0.7 

220 

179 

Consol  Natural  Gas 

737 

-13.5 

221 

207 

Inland  Steel 

730 

-6.8 

222 

227 

Chesebrough  Pond's 

726 

1.2 

223 

246 

Boise  Cascade 

722 

5.5 

224 

195 

Panhandle  Eastern 

722 

-11.4 

225 

291 

Harris  Corp 

722 

24.4 

■  Not  on  500  list  in  1977. 


Market  %  Change 
Rank  Value  Over 

1978  1977  Company  ($000,000)  1977 


226 

278 

Knight  Ridder  News 

719 

18.7 

227 

238 

Gould 

717 

3.2 

228 

187 

No  States  Power 

704 

-15.6 

229 

274 

Kaiser  Alum  ft  Chem 

701 

14.7 

230 

268 

Genuine  Parts 

700 

12.1 

231 

162 

Firestone 

699 

-24.1 

232 

328 

Litton  Industries 

698 

39  4 

233 

250 

Black  ft  Decker 

697 

4.1 

234 

254 

St  Paul  Companies 

697 

5.6 

235 

253 

G  D  Searle 

697 

5.0 

236 

237 

Lucky  Stores 

695 

17.1 

237 

234 

Union  Electric 

694 

-1.1 

238 

251 

Hercules 

694 

4.0 

239 

216 

Southern  Railway 

694 

-6.1 

240 

256 

Texas  Oil  ft  Gas 

694 

5.6 

241 

214 

American  Can 

692 

—7.1 

242 

232 

Jefferson  Pilot 

692 

-2.1 

243 

198 

Whirlpool 

692 

-14.5 

244 

233 

El  Paso  Company 

690 

-2.2 

245 

240 

Consolidated  Foods 

690 

-0.5 

246 

267 

Security  Pacific 

690 

10.2 

247 

165 

J  Ray  McDermott 

684 

-24.9 

248 

188 

Norfolk  ft  Western  By 

682 

-18.1 

249 

164 

Southern  Pacific 

680 

-2.5.5 

250 

306 

Gulf  ft  Western  Inds 

677 

22.8 

251 

269 

Continental  Tel 

668 

7.2 

252 

244 

Big  Three  Industries 

668 

-3.4 

253 

298 

Arizona  Public  Serv 

668 

18.3 

254 

223 

Air  Prods  ft.  Chems 

668 

-7.9 

255 

299 

N  L  Industries 

667 

18.2 

256 

2.39 

Public  Service  Ind 

664 

-4.4 

2.57 

391 

Tandy 

664 

59.1 

258 

218 

Kennecott  Copper 

658 

-10.7 

259 

243 

Melville 

658 

-4.9 

260 

353 

Intel 

657 

41.5 

261 

259 

First  Intl  Bshs 

655 

3.1 

262 

231 

Standard  Brands 

653 

-8.0 

263 

174 

Pittston 

651 

-25.2 

264 

249 

CIT  Financial 

651 

-3.8 

265 

241 

Pillsbury 

648 

-6.4 

266 

284 

Northwest  Bancorp 

646 

8.2 

267 

423 

Carrier 

645 

73.2 

268 

399 

Warner  Comm 

640 

58.0 

269 

247 

So  Natural  Resources 

639 

-6.5 

270 

441 

Amdahl 

6.38 

82.4 

271 

219 

Intl  Minerals  ft  Chem 

6.31 

-143 

272 

290 

General  Signal 

629 

8.0 

273 

2/51 

Jack  Eckerd 

623 

-1.5 

274 

402 

MGM 

623 

55.7 

275 

275 

Capital  Holding  Corp 

619 

1.8 

276 

322 

Northwest  Airlines 

616 

20.7 

277 

276 

Reynolds  Metals 

613 

0.9 

278 

279 

Wells  Fargo 

611 

2.0 

279 

301 

Utah  Power  ft  Light 

609 

8.4 

280 

371 

General  American  Oil 

609 

40.0 

Market  %  Change 
Rank  Value  Over 

1978  1977  Company  |$000,000|  1977 


281 

225 

Cleveland  Elec  Ilium 

607 

-15.7 

282 

312 

Southland  Royalty 

602 

1 2.6 

283 

266 

Eaton 

600 

-4  4 

284 

3  54 

McCraw -Hill 

597 

28.7 

285 

.309 

Heublein 

597 

9.8 

286 

3.33 

Amer  Genl  Insurance 

595 

20.8 

287 

281 

Becton,  Dickinson 

595 

-0.7 

288 

340 

Data  General 

591 

21.8 

289 

2*0 

Santa  Fe  Intl 

590 

-1.6 

290 

.349 

Mead 

589 

24.5 

291 

294 

Borg-  Warner 

587 

2.6 

292 

245 

Northeast  Utilities 

587 

-14.8 

293 

285 

Texasgulf 

580 

-3.0 

294 

282 

Illinois  Power 

580 

-3.2 

295 

345 

Control  Data 

578 

20.1 

296 

286 

Celanese 

578 

-3.1 

297 

305 

Ontral  Tel  ft  Utils 

573 

.3.9 

298 

303 

Petrie  Stores 

566 

1.9 

299 

326 

Genl  Tire  ft  Rubber 

566 

U.7 

300 

307 

F  W  Wool  worth 

564 

2.7 

301 

316 

Merrill  Lynch  ft  Co 

561 

5.7 

302 

319 

Richardson-  Merrell 

560 

7.4 

303 

262 

National  Steel 

557 

-11.9 

304 

270 

Chemical  New  York 

557 

-10.6 

305 

265 

Potomac  Elec  Power 

554 

-12.1 

306 

346 

Murphy  Oil 

551 

14.9 

307 

315 

First  Bank  System 

551 

3.8 

308 

329 

Safeco 

549 

10  2 

309 

211 

Chrysler 

549 

-27.9 

310 

297 

Tim  ken 

547 

^3  6 

31 1 

324 

Cooper  Industries 

546 

7.3 

312 

416 

Hughes  Tool 

545 

43.9 

313 

■ 

Hilton  Hotels 

545 

84.9 

314 

215 

MARCO 

544 

-26.6 

315 

331 

Southland  Corp 

540 

8.9 

316 

339 

American  Standard 

539 

1 1.0 

317 

237 

Allegheny  Power 

538 

-22.9 

318 

374 

Newtnont  Mining 

537 

13.8 

319 

385 

Capital  Cities  Comm 

535 

25,3 

320 

409 

Perkin  Elmer 

535 

383 

321 

308 

Cincinnati  G  ft  F. 

535 

-24 

322 

311 

Scott  Paper 

535 

—1.1 

323 

283 

May  Dept  Stores 

528 

-1 1.6 

324 

318 

Nalco  Chemical 

528 

0.7 

325 

292 

Fluor 

528 

-8.7 

326 

2#8 

Combustion  Engnrng 

527 

-10.5 

327 

263 

Che*sie  System 

527 

-16.7 

328 

439 

Louisiana-  Pacific 

526 

48.9 

329 

264 

Interco 

513 

-17.1 

330 

273 

Mesa  Petroleum 

521 

-15.3 

331 

446 

Hospital  Corp  of  Am 

519 

52.1 

332 

347 

Texas  Comm  Bshs 

518 

8.2 

333 

368 

Fort  Howard  Paper 

517 

173 

334 

130 

St  Joe  Minerals 

509 

-28.2 

335 

248 

Owens  Illinois 

508 

-25.1 
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The  Forbes  Stock  Value  500 


Market  "/ 

i  Changc- 

Market  "A 

Change 

Market  "/, 

Change 

Rank 

Value 

Over 

Rank 

Value 

Over 

Rank 

Value 

Over 

1978 

1977 

Company  ($000,000) 

1977 

1978 

1977 

Company  ($000,000) 

1977 

1978 

1977 

Company  |$000,000l 

1977 

336 

332 

Pacific  Lighting 

508 

z.o 

391 

379 

1)  .,  _  .  1 ,1   (    ..n]  trior. 

rortiana  vjeni  tiec 

■      I  1 

446 

■ 

Storage  Tecnnology 

337 

320 

507 

392 

364 

Phelps  Dodge 

-2.2 

447 

394 

|oy  Manufacturing 

-13.0 

338 

330 

ENSERCH 

506 

1.9 

393 

427 

U  S  Gypsum 

434 

18.5 

448 

■ 

Snap-On  Tools 

359 

34.6 

339 

258 

Roadway  Express 

506 

-21.4 

394 

396 

N  Y  State  Elec  &  Gas 

433 

5.4 

449 

431 

Trans  Union 

357 

-1.1 

340 

Koppers 

505 

-1 1.2 

West  va  co 

433 

-10.9 

*4  JU 

Wang  Laboratories 

357' 

132.7 

341 

334 

M  pi  1  on  M:i  t  i  /  in  1 1  C itrn 

(TlCllUll  -\ti  I  l  11 11*1 1   V_  UI  V 

505 

2.5 

396 

428 

u 

tmhart 

1  Q  A 

451 

449 

AKA  Services 

I^A 

A  O 

342 

464 

Nnrtnrnn 

504 

56.3 

397 

■ 

Brown-Forman  Dist 

428 

66.9 

452 

426 

DdUKClS    llUSl  iSI  I 

354 

-3.6 

343 

355 

Beneficial  Corp 

504 

8.8 

398 

386 

So  New  England  Tel 

428 

0.3 

453 

422 

Southwestern  Pub  Svc 

353 

-5.1 

344 

376 

RR  Donnelley  &  Sons 

503 

16.3 

399 

401 

ASARCO 

423 

5.6 

454 

390 

Texas  Gas  Transmn 

351 

-16.0 

345 

370 

Pacific  Lumber 

500 

14.9 

J  0(1 

O.jU 

NICOR 

422 

-10.1 

455 

Allis-Chalmers 

349 

20.1 

346 

392 

f  niTTi  Xj  Fnr^tpr 

V    1  U  III    Ot    1  UIl)ICI 

497 

19  6 

401 

457 

i>  ui  tun 

422 

17  A 

456 

■ 

\J  1 1  n  m  a  t 

347 

1  7  a 

347 

357 

(  1  i r'u  Ffiiiinmpnt 

V_  la  I  |\  L.UUIUI1EV.JII 

496 

8.2 

402 

429 

v   jsilt   OC  V  IMIM 

421 

15.8 

457 

■ 

Tiger  International 

347 

66.9 

348 

317 

Dow  Jones 

496 

-5.7 

403 

362 

Jim  Walter 

418 

-6.4 

458 

452 

American  Natl  Finl 

347 

3.4 

349 

■ 

Bally  Manufacturing 

495 

143.6 

404 

387 

Liberty  Natl  Life 

417 

-1.8 

459 

■ 

Sundstrand 

346 

33.7 

350 

"MA 

Johns-Manville 

494 

-29.3 

a  a  a 

PACCAR 

416 

4.7 

460 

■ 

Penn  Central 

344 

938.9 

351 

351 

T-f  ill  iii  .it'  Innt 

niMiudv  inns 

490 

4  9 

406 

381 

H  r  AJimanson 

A  1  A 

—0.0 

461 

487 

Deluxe  Check  Printers 

XAA 

1 ")  A 

352 

336 

i'tiKlic  \prvirp  i  nln 
■  UU1K  JCI  VlLc  v  UIC 

490 

0.3 

407 

447 

Wi  MamiXto  ItiriL 

vv  liidiiieiic  juus 

415 

21.8 

462 

495 

Wal-Mart  Stores 

343 

3.0 

353 

420 

Kroger 

486 

29.6 

408 

358 

Armstrong  Cork 

415 

-9.2 

463 

■ 

Coastal  States  Gas 

342 

49.6 

354 

302 

Greyhound 

483 

-13.7 

409 

400 

USLIFE 

411 

1.7 

464 

424  Dayton  Power  &  Light 

342 

—7.7 

355 

310 

No  Indiana  Pub  Svc 

483 

-11.1 

4 10 

Republic  of  Texas 

409 

12.5 

465 

474 

Natl  Detroit  Corp 

341 

8.7 

356 

314 

i 

Lsmark 

AUX 

q  n 

411 

■ 

D  I 

Keckman  Instruments 

ZlA  7 

466 

395 

Homestake  Mining 

340 

1  7  R 

—  1  /  .0 

357 

384 

Cw  t  ^nrt  hi  prn  ^  pk  niN  a 

481 

12.4 

412 

438 

A^GIC  Investment 

408 

15.4 

467 

445 

Toledo  Edison 

340 

-0.9 

358 

295 

Wisconsin  Elec  Power 

480 

-15.6 

413 

360 

McGraw  Edison 

408 

-9.5 

468 

383 

Columbus  &  So  Ohio 

339 

-20.8 

359 

363 

Combined  Insurance 

480 

8.0 

414 

393 

Rohm  &  Haas 

408 

-1.5 

469 

486 

First  Natl  Boston 

339 

10.5 

360 

272 

Square  D 

480 

-22.2 

A  1  5 

A\7 

San  Diego  Gas  &  Elec 

407 

15.0 

470 

411 

Tampax 

338 

-11.8 

361 

313 

National  Distillers 

479 

—  1U.J 

416 

356 

.... 

Williams  companies 

AC\7 

—  11./ 

471 

■ 

Edison  Bros  Stores 

336 

1  7  1 

362 

344 

Transco  Companies 

477 

-1.2 

417 

417 

r.inyi 

6.8 

472 

497 

Tucson  Gas  &  Electric 

333 

10.7 

363 

375 

Loews 

476 

10.0 

418 

373 

Chubb 

403 

-7.1 

473 

■ 

Cessna  Aircraft 

329 

18.8 

364 

289 

Burlington  Inds 

474 

-19.3 

419 

335 

Colonial  Penn  Group 

401 

-18.1 

474 

■ 

New  York  Times 

329 

50.3 

365 

■  Pan  Am  World  Airways 

470 

122.5 

420 

Ark  Louisiana  Gas 

401 

-9.6 

475 

435 

North  Amer  Philips 

328 

-7.9 

366 

304 

Duquesne  Light 

468 

l  s  A 

421 

458 

S  tuueDKr-  Wort  ningt  on 

J70 

11  A 
zz.o 

476 

■ 

Vulcan  Materials 

328 

26  0 

367 

412 

Colt  Industries 

468 

22.0 

422 

443 

Gt  Western  Financial 

070 

14.7 

477 

■ 

Noble  Affiliates 

326 

49.5 

368 

342 

Reliance  Electric 

467 

-3.4 

423 

413 

Utd  Energy  Resources 

394 

3.1 

478 

442 

Cleveland-Cliffs 

325 

-7.0 

369 

300 

Archer  Danls  Midland 

461 

-18.1 

424 

327 

Seaboard  Coast  Line 

389 

-22.4 

479 

■ 

National  Airlines 

323 

169.9 

370 

367 

W  W  Grainger 

457 

3.3 

425 

455 

Morton-Norwich 

389 

17.1 

480 

■ 

Johnson  Controls 

322 

22.0 

371 

341 

Quaker  Oats 

455 

—5  9 

426 

493 

n 

Pullman 

□  O  U 

in  a 

481 

485 

Pioneer  Hi-Bred  Intl 

321 

4.6 

372 

414 

Crown  Cork  &  Seal 

454 

19.0 

427 

418 

So  Carolina  E  &  G 

38 1 

1.3 

482 

■ 

Thomas  &  Betts 

320 

12.3 

373 

366 

Oklahoma  Gas  &  Elec 

451 

1.7 

428 

491 

Amsted  Industries 

381 

25.4 

483 

397 

Eastern  Gas  &  Fuel 

319 

-21.9 

374 

359 

Gulf  States  Utils 

450 

-1.1 

429 

490 

American  Airlines 

380 

25.0 

484 

■ 

Parker-Hannifin 

319 

33.7 

375 

456 

Smith  International 

449 

35.5 

IC  Industries 

379 

2.8 

485 

■ 

Pitney-Bowes 

319 

17.9 

376 

372 

Potlatch 

449 

o.Z 

431 

436 

i  sifar  Hqia/Ipi;  Mai*1 
i  J i  it  i  ndwicy  ndic 

377 

A  A 

486 

369 

Bucyrus-Erie 

318 

-27.3 

377 

492 

Freeport  Minerals 

448 

48.4 

432 

459 

Gardner-Denver 

277 

0/  f 

16.2 

487 

■ 

Cabot 

318 

41.0 

378 

343 

New  England  Electric 

448 

-7.2 

433 

407 

Diamond  Intl 

376 

-4.1 

487 

448 

IU  International 

318 

-6.6 

379 

167 

Houston  Oil  &  Min 

446 

-50.8 

434 

469 

Cameron  Iron  Works 

375 

17.9 

489 

■ 

Union  Bancorp 

317 

120.4 

380 

361 

Chicago  Bridge  &  Iron 

446 

-0.3 

Ryder  System 

374 

70.4 

490 

■ 

Eltra 

317 

7. 1 

381 

348 

Florida  Power 

445 

_A  3 
— o.o 

436 

444 

Petrolane 

~X7A 

Q  7 

0./ 

491 

471. 

Fruehauf 

317 

n  1 

382 

378 

Marriott 

445 

3.3 

437 

440 

First  City  Bancorp 

6.0 

492 

■ 

Comsat 

315 

32.4 

383 

408 

Provident  Life  &  Acc 

443 

13.9 

438 

■ 

Cox  Broadcasting 

373 

54.3 

493 

462 

National  City  Corp 

314 

-2.9 

384 

382 

Allied  Stores 

442 

2.9 

439 

410 

Dover  Corp 

372 

-3A 

494 

■ 

Puget  Sound  P&L 

313 

13.3 

385 

380 

Auto  Data  Processing 

441 

2.4 

440 

466 

Seafirst 

370 

15.9 

495 

■ 

Waste  Management 

313 

68.1 

386 

323 

Burlington  Northern 

441 

-13.5 

441 

■ 

Washington  Post 

370 

26  7 

496 

■ 

Revco  D  S 

311 

16.9 

387 

325 

First  Charter  Finl 

438 

-13.7 

442 

405 

R  H  Macy 

370 

-6.2 

497 

■ 

Ohio  Casualty 

311 

9.4 

388 

433 

Alexander  &  Alexandr 

438 

21.8 

443 

432 

Republic  Steel 

368 

2.2 

498 

451 

AMF 

309 

-8.3 

389 

352 

Adolph  Coors 

438 

-6.1 

444 

415 

Briggs  &  Stratton 

367 

-3.3 

499 

463 

Tecumseh  Products 

309 

^4.2 

390 

398 

Olin  Corp 

436 

7.4 

445 

389 

Champion  Spark  Plug 

367 

-12.4 

500 

■ 

Wendy's  International 

308 

19.9 

■  Not  on  500  list  in  1977. 
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It's  not  just  one  big  simple  world  out  there. 


It's  not  just  one  big  simple  world  out  there,  but  many.  Whether  you 
have  a  single  message  for  the  whole  world  or  many  messages  for 
many  different  markets,  TIME  can  help. 

For  TIME  offers  reach,  precision,  and  flexibility. .  .worldwide. 

There  are  160  international  editions  of  TIME.  Big  editions  that 
go  to  Europe,  Latin  America,  Canada,  the  Pacific.  Other  editions 
that  can  carry  your  advertising  to  regions,  nations,  even  individual 
cities.  And  wherever  it  appears,  TIME  is  the  same  influential  news 
magazine  that's  read  each  week  by  26,000,000  people  around  the 
world.  Put  your  money  precisely  where  your  markets  are. 

For  more  information,  call  Dave  GifSson,  U.S.  Area  Director  for 
the  International  Editions.  (212)  841-4956. 

TIME.  The  news  magazine  for  the  internationally  minded. 


TIME 


"The  Continental  Corporation 
has  paid  continuous  cash  dividends  for  126  yean 

Thats  longer  than  all 
but  a  dozen  companies  on  the  Big  Board? 


"Since  1853,  The  Continental  Cor- 
poration has  paid  cash  dividends  every 
year.  And  that's  a  record  surpassed  by 
only  twelve  of  the  almost  1600  com- 
panies listed  on  the  New  York  Stock 
Exchange. 

"With  that  kind  of  history  behind 
us,  our  task,  of  course,  is  to  make  the 
future  fit  the  past— a  job  we  work  at 
every  single  day. 

"What  exactly  are  we?  Basically  I 
guess  you'd  have  to  call  us  a  holding 
company  for  insurance  concerns.  A  lot 
of  insurance  concerns.  In  fact,  in  prop- 
erty and  casualty  insurance  we're  the 
seventh  largest  American  company. 

"Although  the  major  portion  of  our 
revenues  comes  from  property  and 
casualty  operations,  we're  stepping  up 
our  activity  in  life  and  health  insur- 
ance, international  insurance  and  rein- 
surance, and  financial  services.  Our 
assets  total  more  than  $7  billion.  In  fact, 
Fortune  Magazine  ranks  us  as  the  tenth 
largest  diversified  financial  corporation 
in  the  U.S. 

"What's  more,  we're  performance- 
minded.  In  1978,  we  reported  record 
results— in  revenues,  income,  assets 
and  shareholders'  equity.  Revenues  were 
up  to  $3.1  billion.  Operating  income 


John  B.Ricker,Jn,  Chairman  and  President 

rose  to  $303  million,  an  increase  of 
21%  over  1977. 

"But  our  operations  tell  only  part  of 
the  story.  With  prudent  management, 
net  investment  income  from  our  $4.3 
billion  portfolio  has  more  than  doubled 
over  the  past  five  years,  amounting  to 
$293  million  in  1978. 

"Of  course,  one  of  our  primary 
goals  is  to  live  up  to  our  responsibilities 
to  our  shareholders.  Our  continuous 
cash  dividend  payout  record  speaks  for 
itself.  And  since  1960,  we've  increased 
our  dividend  14  times. 

"That  kind  of  record  pushes  all  of 
us  at  The  Continental  Corporation  to 
get  on  to  even  bigger  and  better  things. 

"For  instance,  we've  recently  moved 
to  take  full  advantage  of  the  new  Insur- 
ance Free-Trade  Zone  in  New  York,  the 
first  of  its  kind  in  the  U.S." 

For  our  latest  financial  reports, 
write  The  Continental  Corporation, 
Dept.  C,  80  Maiden  Lane,  New  York, 
New  York  10038. 


THE 

CONTINENTAL 
CORPORATION 

The  Continental  that  means  insurance. 


The  Dimensions  of  American  Business 


-WHERE  THEY  RANK:  1978  

Market  Value 

Market 

Net 

Assets 

Sales 

of  Common 

Net  Prof  ill 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

I  $0001 1 

456 

309 

64 

141 

Abbott  Laboratories  (Dec) 

1,453,233 

1,445,017 

2,027,633 

148,62<J 

■ 

473 

■ 

■ 

ACF  Industries  (Dec) 

925,918 

819,038 

269,309 

41,2icl 

15 

24 

60 

23 

Aetna  Life  &  Casualty  (Dec) 

24,268,190 

9,453,704 

2,087,875 

517,77?J 

39 

395 

406 

216 

H  F  Ahmanson  &  Co  (Dec) 

10,947,631 

1,024,378 

415,552 

117,43d 

■ 

393 

254 

315 

Air  Products  &  Chemicals  (Sept) 

1,188,493 

1,039,052 

667,784 

76,184| 

L- 

■ 

455 

■ 

■ 

Akzona  (Dec) 

704,095 

868,711 

137,340 

20,832j 

258 

■ 

■ 

■ 

Alabama  Bancorporation  (Dec) 

2,392,023 

186,039 

178,777 

24,1581 

■ 

186 

■ 

■ 

Albertson's  (fan) 

556,815 

2,268,970 

272,285 

36,42  J 

I 

■ 

291 

■ 

470 

Alco  Standard  (Sept) 

606,072 

1,541,268 

230,040 

47,6761 

I 

■ 

■ 

388 

■ 

Alexander  &  Alexander  Services  (Dec) 

490,137 

288,868 

438,103 

39,562] 

I 

■ 

337 

■ 

■ 

Allegheny  Ludlum  Industries  (Dec) 

1,075,351 

1,306,087 

104,247 

33,37<U 

L 

225 

440 

317 

363 

Allegheny  Power  System  (Dec) 

2,675,341 

897,596 

537,525 

65,431 

367 

■ 

■ 

■ 

Allied  Bancshares  (Dec) 

1,781,796 

139,700 

157,538 

22,891 

171 

115 

197 

203 

Allied  Chemical  (Dec) 

3,227,949 

3,267,956 

805,634 

120,239 

467 

206 

384 

293 

Allied  Stores  (Jan) 

1,428,586 

2,107,939 

441,917 

82,339 

447 

248 

455 

316 

Allis  Chalmers  (Dec) 

1,504,775 

1,762,361 

349,247 

76,025 1 

1 . 

131 

87 

77 

48 

Aluminum  Company  of  America  (Dec) 

4,167,200 

4,051,800 

1,673,876 

312,7001 

156 

252 

80 

127 

A  MAX  (Dec) 

3,471,130 

1,751,120 

1,613,430 

160,0101 

■ 

■ 

270 

468 

Amdahl  (Dec) 

286,062 

320,917 

637,872 

48,1881 

157 

64 

182 

150 

Amerada  Hess  (Dec) 

3,434,532 

4,701,122 

848,728 

142,4181 

w- 

217 

147 

429 

167 

American  Airlines  (Dec) 

2,767,718 

2,735,508 

380,023 

1 34,396  ■ 

430 

■ 

■ 

■ 

American  Bank  &  Trust  Pa  (Dec) 

1,546,142 

126,847 

103,952 

15,9551 

203 

114 

104 

82 

American  Brands  (Dec) 

2,896,965 

3,293,486 

1,336,650 

211,539i 

■ 

247 

150 

166 

American  Broadcasting  Companies  (Dec) 

1,101,140 

1,783,985 

961,310 

135,575  i 

248 

88 

241 

209 

American  Can  (Dec) 

2,478,100 

3,981,000 

692,495 

1 19,600 

246 

144 

117 

130 

American  Cyanamid  (Dec) 

2,526,149 

2,745,745 

1,213,306 

155,943 

58 

173 

51 

71 

American  Electric  Power  (Dec) 

8,063,483 

2,389,044 

2,338,009 

236,331 

29 

85 

61 

51 

American  Express  (Dec) 

14,669,800 

4,084,500 

2,076,147 

308,000 

266 

424 

■ 

■ 

American  Financial  (Dec) 

2,358,759 

937,890 

163,889 

33,250 

249 

■ 

■ 

■ 

American  Fletcher  Corp  (Dec) 

2,473,284 

200,778 

85,082 

17,632 

78 

256 

286 

139 

American  General  Insurance  (Dec) 

5,863,379 

1,740,107 

595,312 

148,972 

353 

127 

27 

42 

American  Home  Products  (Dec) 

1,862,181 

3,062,633 

4,401,788 

348,422 

■ 

255 

145 

262 

American  Hospital  Supply  (Dec) 

1,190,874 

1,741,709 

978,101 

92,174 

113 

220 

68 

101 

American  International  Group  (Dec) 

4,631,327 

1,980,804 

1,892,721 

190,548 

■ 

155 

■ 

■ 

American  Motors  (Sept) 

994,071 

2,585,428 

143,398 

24,090 

1 

244 

■ 

458 

343 

American  National  Financial  (Dec) 

2,551,285 

585,351 

346,534 

68,237 

172 

221 

177 

183 

American  Natural  Resources  (Dec) 

3,224,642 

1,963,178 

855,056 

129,258 

■ 

362 

■ 

■ 

American  Petrofina  (Dec) 

981,619 

1,167,834 

269,443 

32,351 

499 

■ 

■ 

■    American  Savings  &  Loan  Assn  of  Fla  (Sept) 

1,269,410 

99,407 

45,539 

9,278 

313 

■ 

■ 

■ 

American  Security  Corp  (Dec) 

2,077,969 

143,582 

92,175 

19,413 

I'- 

■ 

205 

316 

244 

American  Standard  (Dec) 

1,184,995 

2,110,860 

539,075 

101,338 

ll- 

■ 

97 

• 

■ 

American  Stores  (Mar) 

647,473 

3,737,634 

173,648 

26,596 

1 

4 

2 

1 

American  Telephone  &  Telegraph  (Dec) 

103,326,945 

40,993,356 

40,507,715 

5,272,606 

1 

■ 

334 

498 

491 

AMF  (Dec) 

907,725 

1,316,382 

309,458 

44,948 

■ 

299 

■ 

■ 

Amfac  (Dec) 

956,485 

1,500,708 

210,511 

42,374 

■ 

480 

128 

253 

AMP  (Dec) 

661,454 

801,066 

1,107,676 

97,696 

■ 

418 

■ 

■ 

A mstar  (June) 

503,539 

956,209 

142,688 

14,240 

■  Not  on  500  list. 
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A  Roster  of  the  US's  Biggest  Corporations 


SHARE  DATA:  1978  

Earnings 

ish 

Shares 

Before 

Market 

Number  of 

5W 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

00) 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

770 

60,078 

NYSE 

ABT 

2.48 

0.72 

33% 

North  Chicago,  111 

27.0 

Edward  J  Ledder 

799 

8,758 

NYSE 

ACF 

4.72 

2.08 

30% 

New  York,  NY 

14.5 

John  F  Burditt 

505 

80,822 

NYSE 

AET 

6.39 

1.37 

25% 

Hartford  Conn 

36.0 

John  H  Filer 

029 

22,927 

NYSE 

AHM 

5.13 

0.95 

18% 

Los  Angeles,  Cal 

4.0 

William  H  Ahmanson 

988 

28,266 

NYSE 

APD 

2.70 

0.50 

23% 

Allentown  Pa 

14.3 

Edward  Donley 

898 

12,208 

NYSE 

AXO 

1.69 

0.80 

11% 

Asheville,  NC 

15.3 

Claude  S  Ramsey 

092 

7,297 

OTC 

ABNC 

3.31 

1.17 

24  % 

Birmingham,  Ala 

3.2 

John  W  Woods 

763 

7,384 

NYSE 

ABS 

4.76 

0.92 

36% 

Boise,  Ida 

24.4 

Warren  E  McCain 

128 

9,585 

NYSE 

ASN 

4.51 

1.22 

24 

Valley  Forge,  Pa 

16.3 

Tinkham  Veale  II 

354 

15,931 

OTC 

AALS 

2.50 

1.10 

27% 

New  York,  NY 

7.0 

John  A  Bogardus  Jr 

782 

7,128 

NYSE 

AG 

2.10 

1.28 

14% 

Pittsburgh,  Pa 

19.4 

Robert  J  Buckley 

635 

34,679 

NYSE 

AYP 

1.90 

1.72 

15% 

New  York,  NY 

5.5 

Charles  B  Finch 

359 

5,363 

OTC 

ALBN 

4.29 

0.96 

29% 

Houston  Tex 

1.3 

Gerald  H  Smith 

214 

28,518 

NYSE 

ACD 

4.25 

2.00 

28% 

Morristown,  NJ 

32.0 

Edward  L  Hennessy  Jr 

176 

20,3 1 8 

NYSE 

ALS 

4.08 

1.23 

21% 

New  York,  NY 

54.0 

Thomas  M  Macioce 

723 

12,043 

NYSE 

AH 

6.18 

1.40 

29 

West  Albs,  Wise 

28.9 

David  C  Scott 

200 

35,055 

NYSE 

AA 

8.90 

1.90 

47% 

Pittsburgh,  Pa 

46.0 

W  H  Krome  George 

290 

49,644 

NYSE 

AMX 

2.76 

1.24 

32% 

Greenwich  Conn 

16.6 

Pierre  Gousseland 

371 

13,289 

ASE 

AMH 

2.86 

0.30 

48 

Sunnyvale,  Cal 

2.9 

Gene  M  Amdahl 

924 

30,177 

NYSE 

AHC 

3.51 

0.94 

28% 

New  York,  NY 

7.6 

Leon  Hess 

357 

28,681 

NYSE 

AMR 

4.27 

0.30 

13% 

New  York,  NY 

38.1 

Albert  V  Casey 

631 

5,696 

OTC 

APEN 

2.57 

0.87 

18% 

Reading,  Pa 

1.7 

Samuel  A  McCullough 

574 

26,534 

NYSE 

AMB 

7.93 

3.63 

50% 

New  York,  NY 

54.5 

Robert  K  Heimann 

963 

27,466 

NYSE 

ABC 

4.89 

1.00 

35 

New  York,  NY 

9.4 

Leonard  H  Goldenson 

300 

1 9,303 

NYSE 

AC 

6.05 

2.65 

35% 

Greenwich  Conn 

52.9 

William  F  May 

093 

47,815 

NYSE 

ACY 

3.26 

1.50 

25% 

Wayne,  NJ 

44.0 

Dr  James  G  Affleck 

197 

110,675 

NYSE 

AEP 

2.26 

2.14 

2 1  '/s 

New  York,  NY 

20.5 

Willis  S  White  Jr 

S00 

71,284 

NYSE 

AXP 

4.31 

1.50 

29% 

New  York,  NY 

37.9 

lames  D  Robinson  III 

325 

7,049 

OTC 

AFIN 

2.22 

0.04 

23% 

Cincinnati  Ohio 

5.8 

Carl  H  Lindner 

520 

4,599 

OTC 

AFLT 

3.84 

1.16 

18% 

Indianapolis,  Ind 

2.4 

Frank  E  McKinney  Jr 

374 

21,947 

NYSE 

AGC 

6.33 

0.93 

27% 

Houston,  Tex 

9.0 

Harold  S  Hook 

958 

156,508 

NYSE 

AHP 

2.21 

1.33 

28% 

New  York,  NY 

49.6 

William  F  Laporte 

851 

37,261 

NYSE 

AHS 

2.37 

0.65 

26% 

Evanston  111 

29.8 

Karl  D  Bays 

523 

37,295 

OTC 

AJGR 

5.13 

0.33 

50% 

New  York,  NY 

17.9 

Maurice  R  Greenberg 

706 

30, 1 89 

NYSE 

AMO 

0.80 

none 

4% 

Southfield  Mich 

28.6 

Gerald  C.  Meyers 

m 

30,803 

OTC 

ANAT 

2.21 

0.47 

11% 

Wilmington,  Del 

9.8 

Orson  C  Clay 

369 

21,995 

NYSE 

ANR 

5.90 

2.95 

38% 

Detroit,  Mich 

13.3 

Arthur  R  Seder  Jr 

586 

10,671 

ASE 

API  A 

3.03 

2.20 

25% 

Dallas,  Tex 

2.8 

Richard  I  Galland 

?08 

2,143 

NYSE 

AAA 

4.22 

0.55 

21% 

Miami  Beach  Fla 

0.6 

Morris  N  Broad 

715 

3,687 

OTC 

ASEC 

5.30 

2.00 

25 

^Vashington,  DC 

1.2 

Carleton  M  Stewart 

311 

13,029 

NYSE 

AST 

7.23 

2.35 

41% 

New  York,  NY 

48.6 

William  A  Marquard 

*24 

5,343 

NYSE 

ASC 

5.03 

2.17 

32% 

Wilmington,  Del 

43.8 

William  R  Deeley 

270 

669,549 

NYSE 

T 

7.74 

4.50 

60% 

New  York,  NY 

984.0 

Charles  L  Brown 

334 

19,965 

NYSE 

AMF 

2.26 

1.24 

15% 

White  Plains,  NY 

28.6 

W  Thomas  York 

190 

12,383 

NYSE 

AMA 

3.27 

1.00 

17 

Honolulu,  Haw 

23.7- 

Henry  A  Walker  Jr 

519 

36,169 

NYSE 

AMP 

2.67 

0.60 

30% 

Harnsburg,  Pa 

16.9 

Joseph  D  Brenner 

126 

8,918 

NYSE 

ASR 

1.47 

1.35 

16 

New  York,  NY 

8.4 

Robert  T  Quittmeyer 

lare 

data  adjusted  for  stock  splits  and  stock  dividends  through  May  14,  1979. 
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The  Dimensions  of  American  Business 


 WHERE  THEY  RANK:  1978  

Market  Value 

Market  Net     '  Assets  Sales         of  Common     Net  ( 

Assets  Sales  Value  Profits  Company  | and  fiscal  year  end)  ($000)  ($000)  ($000)  ($1 


•  •  428  454  Amsted  Industries  (Sept)  373,623  699,755  381,166  4 

■  451  ■  ■  Anderson,  Clayton  (June)  506,262  873,521  278,871  4 
398  187  132  231  Anheuser-Busch  (Dec)  1,647,950  2,259,633  1,072,028  11 

■  253  451  478  ARA  Services  (Sept)  769,194  1,749,039  355,644  4i 

•  239  369  408  Archer  Daniels  Midland  (June)  771,076  1,857,053  460,936  51  ' 


426  ■  ■  ■  Arizona  Bank  (Dec)  1,576,040  122,268  75,371  1 

324  ■  253  235  Arizona  Public  Service  (Dec)  2,039,420  562,217  667,831  10( 

■  ■  420  431  Arkansas  Louisiana  Gas  (Dec)           918,640  530,218  400,573  si  $ 

■  490  ■  ■  'Aden  Realty  &  Development  (Feb)  1,164,844  785,143  49,395  -IK 
188  74  171  95  *Armco(Dec)  3,095,519  4,357,285  877,382  \9> 


■  348  408  385  Armstrong  Cork  (Dec)  849,118  1,244,065  415,170 

409  360  399  459  ASARCO  (Dec)  1,622,552  1,174,911  423,326  4<= 

205                  59  125                  69  Ashland  Oil  (Sept)  2,886,029  5,166,651  1,136,177  24^ 

»  281                 ■                   ■  Associated  Dry  Goods  (Jan)  903,786  1,605,607  221,325  34 

391                 ■                   ■                   ■  Atlantic  Bancorp  (Dec)  1,676,825  133,748  66,912  1C 


35                  16                  15  14  Atlantic  Richfield  (Dec)  12,060,210  12,298,403  6,350,264  804 

■  ■  385  ■  Automatic  Data  Processing  (June)  214,394  299,260  441,007  27 
111  258                 ■  223  Avco(Nov)  4,634,228  1,727,566  295,385  114 

■  476                 a  a  Avnet(June)  423,290  806,649  232,969  39 

■  214                  40  76  Avon  Products  (Dec)  1,226,116  2,014,706  2,953,041  227 


326                ■  ■                   ■  Bache  Group  (July)  2,035,776  327,618  48,270  4 

■  431  158  310  Baker  International  (Sept)  889,193  919,022  933,958  77 
465                 ■  ■                   •  Baldwin-United  (Dec)  1,431,023  346,624  190,076  38 

■  ■  349  ■  Bally  Manufacturing  (Dec)  266,083  305,814  494,828  31 
226  406  216  198  Baltimore  Gas  &  Electric  (Dec)  2,673,754  974,486  756,576  122 


170  ■  ■  ■  BanCal  Tri-State  (Dec)  3,248,346  258,131  81,456  15. 

305  ■  ■  ■  Banco  Popular  de  Puerto  Rico  (Dec)  2,105,529  161,860  62,350  12 

117  ■  ■  ■  BancOhio  Corp  (Dec)  4,538,109  331,365  153,380  29, 

65  ■  ■  •  Bank  of  New  York  Company  IDec)  7,280,941  499,717  200,704  37, 

301  ■  ■  ■  Bank  of  Virginia  Company  (Dec)  2,120,062  203,576  60,858  13, 


2  38  32                 26  BankAmerica  Corp  (Dec)  94,902,464  6,963,628  3,759,783  497, 

13  225  452  295  Bankers  Trust  New  York  Corp  IDec)  25,863,346  1,923,791  354,279  81, 

180  ■  ■                   ■  Barnett  Banks  of  Florida  (Dec)  3,173,939  257,747  163,798  23, 

■  399  102  264  Baxter  Travenol  Laboratories  (Dec)  1,129,637  1,004,196  1,384,611  91, 

220  ■  ■                   ■  BayBanks  (Dec)  2,710,625  206,888  94,656  17, 


243                44                 57  80  Beatrice  Foods  (Feb)  2,560,012  6,313,888  2,180,428  221,, 

■  ■  411  ■  Beckman  Instruments  (June)  299,351  338,454  408,720  22, 

■  ■  287  434  Becton,  Dickinson  (Sept)  594,015  682,832  594,875  52, 

■  ■  ■  413  Belco  Petroleum  (Dec)  528,154  439,473  295,555  55/ 
325  101  194  181  Bendix(Sept)  2,037,400  3,649,300  809,380  129/ 
118  233  343  252  ttBeneficial  Corp  (Dec)  4,529,600  1,885,225  503,753  98,. 


101  47  175                 79  Bethlehem  Steel  (Dec)  4,933,200  6,184,900  856,926  225, 

■  ■  252  407  Big  Three  Industries  (Dec)  604,437  428,934  667,860  56,' 

■  416  233  356  Black  &  Decker  Manufacturing  (Sept)  797,206  959,916  697,319  66,: 

■  452  ■  430  Blue  Bell  (Sept)  520,048  872,306  259,873  53, 
390  ■  ■  ■  Boatmen's  Bancshares  (Dec)  1,679,029  111,612  60,300  12,C 
149  54  36                 45  Boeing  IDec)  3,573,200  5,463,000  3,048,072  322,S 


2  Formerly  Armco  Steel. 
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A  Roster  of  the  US's  Biggest  Corporations 


SHARE  DATA:  1978 

Earnings 

rash 

Shares 

Market 

Number  of 

low 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

,000) 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

5,766 

10,775 

NYSE 

AD 

4.63 

1.50 

35% 

Chicago,  111 

12.2 

Goff  Smith 

D,772 

13,521 

NYSE 

AYL 

3.02 

1.00 

20% 

Houston,  Tex 

15.9 

Thomas  J  Barlow 

7,072 

45,138 

OTC 

ABUD 

2.46 

0.82 

23% 

St  Louis,  Mo 

16.0 

August  A  Busch  HI 

9,397 

9,879 

NYSE 

ARA 

4.63 

1.55 

36 

Philadelphia,  Pa 

100.0 

Wiliam  S  Fishman 

S,219 

32,924 

NYSE 

ADM 

1.72 

0.19 

14 

Decatur,  111 

5.0 

Dwayne  O  Andreas 

3,502 

5,198 

OTC 

ABKP 

2.21 

0.62 

14'/2 

Phoenix,  Ariz 

2.0 

Donald  B  Tostenrud 

5,054 

32,777 

NYSE 

AZP 

3.15 

1.73 

20% 

Phoenix,  Ariz 

5.0 

Keith  L  Turley 

3,785 

12,567 

NYSE 

ALG 

4.24 

2.10 

317» 

Shreveport,  La 

4.7 

E  Sheffield  Nelson 

1,138 

19,758 

NYSE 

ARE 

-5.62 

none 

Vh 

New  York,  NY 

13.5 

Arthur  G  Cohen 

7,071 

44,145 

NYSE 

AS 

4.29 

1.28 

19% 

Middletown,  Ohio 

52.1 

Calvin  W  Verity  Jr 

3,877 

25,747 

NYSE 

ACK 

2.36 

1.00 

16'/8 

Lancaster,  Pa 

23.9 

Harry  A  Jensen 

3,954 

30,510 

NYSE 

AR 

1.69 

0.40 

13% 

New  York,  NY 

12.5 

Charles  F  Barber 

7,957 

32,859 

NYSE 

ASH 

5.51 

1.40 

33% 

Russell,  Ky 

32.0 

Orin  E  Atkins 

?,459 

13,516 

NYSE 

DG 

2.55 

1.50 

16% 

New  York,  NY 

52.1 

Richard  R  Pivirotto 

1,787 

5,248 

OTC 

ABAN 

2.07 

0.74 

12% 

Jacksonville,  Fla 

2.9 

Billy  J  Walker 

1,139 

111,653 

NYSE 

ARC 

6.60 

2.40 

56% 

Los  Angeles,  Cal 

50.7 

Robert  O  Anderson 

1,778 

15,013 

NYSE 

AUD 

1.84 

0.46 

29% 

Clifton,  NI 

9.7 

Frank  R  Lautenberg 

1,845 

12,913 

NYSE 

AV 

8.31 

0.75 

22% 

Greenwich,  Conn 

25.1 

James  R  Kerr 

i,717 

14,910 

NYSE 

AVT 

2.56 

0.70 

15% 

New  York,  NY 

11.1  . 

Simon  Sheib 

!,421 

58,188 

NYSE 

AVP 

3.92 

2.55 

50% 

New  York,  NY 

31.0 

David  W  Mitchell 

!,377 

7,286 

NYSE 

BAC 

0.68 

0.40 

6% 

New  York,  NY 

6.5 

Harry  A  Jacobs  Jr 

',195 

29,416 

NYSE 

BKO 

2.67 

0.41 

31% 

Orange,  Cal 

16.0 

Earnest  H  Clark  Jr 

1,958 

9,272 

NYSE 

BDW 

3.88 

0.95 

20% 

Cincinnati,  Ohio 

6.1 

Lucien  Wulsin 

(,388 

24,064 

NYSE 

BLY 

1.28 

0.05 

20% 

Chicago,  111 

5.6 

William  T  O'Donnell 

>,685 

31,039 

NYSE 

BGE 

3.38 

2.22 

24% 

Baltimore,  Md 

8.5 

C  Edward  Utermohle  Jr 

),112 

4,403 

NYSE 

BNC 

3.68 

0.69 

18'/2 

San  Francisco,  Cal 

3.2 

Chauncey  E  Schmidt 

>,460 

2,900 

OTC 

BPOP 

4.33 

1.16 

21% 

San  Juan,  PR 

3.2 

Rafael  Carrion  Jr 

>,210 

7,669 

OTC 

BOHI 

3.87 

1.27 

20 

Columbus,  Ohio 

5.6 

Robert  G  Stevens 

.,720 

6,059 

NYSE 

BK 

6.19 

2.44 

33  V» 

New  York,  NY 

5.4 

Elliott  Averett 

i,946 

4,347 

NYSE 

BKV 

2.82 

0.98 

14 

Richmond,  Va 

3.6 

Frederick  Deane  Jr 

i,468 

146,011 

NYSE 

BAM 

3.41 

1.02 

25% 

San  Francisco,  Cal 

76.7 

Alden  W  Clausen 

1,671 

10,655 

NYSE 

BT 

6.40 

3.00 

33 '/4 

New  York,  NY 

12.4 

Alfred  Brittain  ID 

!,546 

8,509 

OTC 

BNET 

2.74 

0.79 

19% 

Jacksonville,  Fla 

5.0 

Guy  W  Botts 

1,540 

33,771 

NYSE 

BAX 

2.73 

0.40 

41 

Deerfield,  111 

32.0 

William  B  Graham 

.,129 

3,029 

OTC 

BBNK 

5.93 

2.18 

31% 

Boston,  Mass 

3.9 

William  M  Crozier  Jr 

>,234 

95,843 

NYSE 

BRY 

2.41 

1.05 

22% 

Chicago,  111 

84.0 

Wallace  N  Rasmussen 

.,257 

17,030 

NYSE 

BEC 

1.35 

0.24 

24 

Fullerton,  Cal 

9.8 

Arnold  O  Beckman 

1,332 

19,036 

NYSE 

BDX 

2.78 

0.75 

31'/4 

Paramus,  NJ 

18.8 

Wesley  J  Howe 

.,209 

11,441 

NYSE 

BPC 

4.82 

0.73 

25% 

New  York,  NY 

1.9 

Arthur  B  Belfer 

,600 

22,251 

NYSE 

BX 

5.74 

2.35 

36% 

Southfield,  Mich 

76.0 

William  M  Agee 

»,257 

22,022 

NYSE 

BNL 

4.19 

1.70 

22% 

Wilmington,  Del 

25.5 

Finn  M  W  Caspersen 

',000 

43,665 

NYSE 

BS 

5.15 

1.00 

19% 

Bethlehem,  Pa 

94.5 

Lewis  W  Foy 

,019 

20,086 

NYSE 

BIG 

2.83 

0.58 

33 'A 

Houston,  Tex 

4.3 

Harry  K  Smith 

',793 

41,944 

NYSE 

BDK 

1.58 

0.62 

16% 

Towson,  Md 

18.5 

Francis  P  Lucier 

.,183 

12,524 

NYSE 

BBL 

4.28 

1.40 

20% 

Greensboro,  NC 

27.0 

L  Kimsey  Mann 

,052 

2,412 

OTC 

BOAT 

5.01 

1.76 

25 

St  Louis,  Mo 

1.7 

Donald  N  Brandin 

,600 

64,058 

NYSE 

BA 

5.05 

1.30 

47% 

Seattle,  Wash 

94.2 

Thornton  A  Wilson 

share  data  adjusted  for 

stock  splits  and  stock  dividends  through  May  14,  1979. 
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The  Dimensions  of  American  Business: 


! 

WHERE  THEY  RANK:  1978  

Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Net  Profi 

I- 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

r 

332 

159 

223 

165 

Boise  Cascade  (Dec) 

1,981,947 

2,573,110 

722,384 

135,70 

c 

296 

92 

214 

163 

Borden  (Dec) 

2,165,738 

3,802,559 

762,323 

135,82 

I- 

396 

182 

291 

169 

Borg  Warner  (Dec) 

1,652,000 

2,326,000 

587,448 

133,80 

rj 

■ 

491 

■ 

■ 

Bonnan's  ()an) 

122,625 

783,939 

19,582 

3,68 

431 

■ 

■ 

460 

Boston  Edison  (Dec) 

1,544,670 

613,438 

275,398 

49,43 

■ 

410 

■ 

489 

Braniff  International  (Dec) 

855,165 

972,108 

255,242 

45,23 

■ 

■ 

444 

■ 

Briggs  &  Stratton  (June) 

241,922 

456,960 

367,024 

37,46 

387 

167 

52 

92 

Bristol-Myers  (Dec) 

1,696,315 

2,450,429 

2,332,294 

203,04 

463 

■ 

■ 

■ 

Broadview  Financial  (Dec) 

1,439,113 

117,442 

28,615 

11,07 

■ 

■ 

397 

■ 

n               w                     *    .•11  t  a  t 

Brown-Forman  Distillers  lApr) 

328,605 

263,596 

427,924 

31,24 

• 

a 

401 

■ 

■ 

Brown  Group  (Oct) 

423,501 

983,980 

178,011 

33,46 

■ 

■ 

374 

■ 

477 

Brunswick  (Dec) 

933,358 

1,126,433 

252,424 

46,85 

■ 

■ 

■ 

486 

426 

Bucyrus-Erie  (Dec) 

658,271 

523,499 

318,391 

54,28 

• 

346 

171 

364 

332 

Burlington  Industries  (Sept) 

1,888,534 

2,421,230 

474,096 

70,32; 

; 

145 

161 

386 

224 

Burlington  Northern  (Dec) 

3,864,071 

2,532,139 

440,555 

1 14,49" 

: 

202 

170 

39 

66 

Burroughs  (Dec) 

2,925,782 

2,422,311 

2,989,569 

253,36* 

■ 

■ 

487 

480 

Cabot  (Sept) 

770,099 

713,136 

317,617 

46,58« 

207 

■ 

■ 

■ 

California  First  Bank  (Dec) 

2,858,727 

228,342 

82,764 

15,72' 

■ 

■ 

434 

476 

Cameron  Iron  Works  (June) 

551,128 

461,829 

375,013 

47,151 

■ 

218 

124 

201 

Campbell  Soup  IJuly) 

1,21 1,641 

1,983,659 

1,137,572 

121, 41C 

■ 

445 

■ 

■ 

Campbell  Taeeart  (Dec) 

381,625 

884,619 

264,607 

29,64* 

... 

■ 

■ 

319 

427 

Capital  Cities  Communications  (Dec) 

444,797 

367,476 

535,453 

54,03; 

265 

■ 

275 

311 

Capital  Holding  Corp  (Dec) 

2,360,684 

495,524 

619,028 

76,878 

481 

158 

146 

196 

Carnation  (Dec) 

1,349,319 

2,576,047 

974,959 

123,70C 

184 

438 

173 

149 

Carolina  Power  &  Light  (Dec) 

3,135,847 

903,438 

869,761 

142,74c 

r 

470 

203 

267 

256 

Carrier  (Oct) 

1,415,994 

2,137,441 

644,543 

95,38^ 

474 

204 

431 

371 

Carter  Hawley  Hale  Stores  (Jan) 

1,395,487 

2,116,586 

377,313 

63.82C 

■ 

331 

402 

471 

Castle  &  Cooke  (Dec) 

1,021,574 

1,329,567 

420,788 

47,56C 

96 

35 

20 

21 

Caterpillar  Tractor  (Dec) 

5,031,142 

7,219,173 

5,073,944 

566,266 

369 

118 

99 

96 

CBS  (Dec) 

1,780,081 

3,241,608 

1,407,805 

198,075 

247 

■ 

■ 

■ 

CBT  Corp  (Dec) 

2,522,043 

211,325 

68,337 

1 1,684 

; 

298 

153 

296 

229 

Celanese  (Dec) 

2,158,000 

2,609,000 

577,519 

112,00C 

: 

189 

329 

144 

148 

Central  &  South  West  (Dec) 

3,084,269 

1,338,758 

1,006,770 

143.52C 

! 

308 

■ 

■ 

■ 

Central  Bancorporation  (Dec) 

2,098,998 

158,372 

130,598 

18,920 

397 

■ 

■ 

■ 

Central  Bancshares  of  the  South  (Dec) 

1,650,120 

141,870 

80,268 

17,777 

■ 

195 

■ 

■ 

Central  Soya  (Aug) 

517,599 

2,200,835 

196,503 

29,891 

437 

■ 

297 

321 

Central  Telephone  &  Utilities  (Dec) 

1,533,369 

649,642 

573,191 

73,799 

181 

■ 

■ 

■ 

Centran  Corp  (Dec) 

3,153,459 

201,513 

92,856 

18,797 

■ 

442 

■ 

444 

Certain-teed  (Dec) 

669,671 

895,409 

214,512 

50,878 

■ 

■ 

473 

■ 

Cessna  Aircraft  (Sept) 

456,436 

759,354 

329,029 

35,599" 

208 

111 

133 

91 

Champion  International  (Dec) 

2,856,104 

3,475,145 

1,071,404 

203,748 

■ 

■ 

445 

417 

Champion  Spark  Plug  (Dec) 

580,133 

692,611 

366,761 

55,294 

■ 

217 

■ 

■ 

Charter  Company  (Dec) 

689,803 

1,993,663 

89,498 

23,288 

- 

32 

443 

■ 

418 

Charter  New  York  Corp  IDec) 

13,975,444  ■ 

894,321 

244,260 

55,202 

4 

71 

156 

99 

Chase  Manhattan  Corp  (Dec) 

61,171,529 

4,461,378 

941,733 

195,065 

:■ 

9 

172 

304 

227 

Chemical  New  York  Corp  (Dec) 

32,769,727 

2,408,662 

557,000 

112,249 

■ 

409 

222 

337 

Chesebrough-Pond's  (Dec) 

706,255 

972,593 

726,390 

69,714 

■  Not  on  500  list. 
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A  Roster  of  the  US 's  Biggest  Corporation  s 


■SHARE  DATA:  197a 


Earnings 

ish 

.j  n<3  rc  s 

Before 

f\A  ark  pf 

Mumhpi  nf 

l  "<  li  1 1 1  L't-l  Ul 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

100) 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31 

Headquarters 

(000) 

Chief  Executive 

420 

27,005 

NYSE 

BCC 

5.02 

1.21 

26% 

Boise,  Ida 

35.7 

John  B  Fery 

681 

29,895 

NYSE 

BN 

4.38 

1.68 

25  % 

New  York,  NY 

39.6 

Augustine  R  Marusi 

200 

20,703 

NYSE 

BOR 

6.24 

1.85 

28% 

Chicago,  111 

54.8 

James  F  Bert 

978 

2,901 

NYSE 

BRF 

1.27 

none 

6% 

Detroit,  Mich 

7.9 

Paul  Borman 

064 

11,535 

NYSE 

BSE 

2.96 

2.44 

237/s 

Boston,  Mass 

3.8 

Thomas  J  Galligan  Jr 

423 

20,019 

NYSE 

BNF 

2.26 

0.33 

12% 

Dallas,  Tex 

13.4 

Harding  L  Lawrence 

558 

14,464 

NYSE 

BGG 

2.59 

1.28 

25% 

Wauwatosa,  Wise 

8.9 

Frederick  P  Sttatton  Jr 

309 

65,239 

NYSE 

BMY 

3.08 

1.19 

35% 

New  York,  NY 

32.6 

Richard  L  Gelb 

499 

2,973 

OTC 

BDVF 

3.73 

0.40 

9% 

Cleveland,  Ohio 

0.6 

John  E  Rupert 

676 

12,586 

ASE 

BFDB 

2.45 

0.88 

34 

Louisville,  Ky 

2.0 

W  L  Lyons  Brown  Jr 

393 

7,303 

NYSE 

BG 

4.58 

1.65 

24% 

St  Louis,  Mo 

24.0 

W  L  Hadley  Griffin 

993 

19,994 

NYSE 

BC 

2.30 

0.68 

12% 

Skokie,  111 

28.0 

K  Brooks  Aberaathy 

021 

20,377 

NYSE 

BY 

2.66 

0.84 

15% 

South  Milwaukee,  Wise 

6.4 

N orris  K  Ekstrom 

847 

27,888 

NYSE 

BUR 

2.50 

1.40 

17 

Greensboro,  NC 

66.0 

William  A  Klopman 

991 

12,410 

NYSE 

BNI 

8.52 

1.70 

35% 

St  Paul,  Minn 

52.5 

Norman  M  Lorentzsen 

573 

40,953 

NYSE 

BGH 

6.21 

1.35 

73 

Detroit,  Mich 

54.6 

Paul  S  Mirabito 

419 

10,329 

NYSE 

CBT 

4.59 

1.10 

30% 

Boston,  Mass 

7.9 

Robert  A  Charpie 

648 

5,472 

OTC 

CFBK 

2.87 

0.86 

15% 

San  Francisco,  Cal 

3.6 

Tbshio  Nagamura 

534 

9,494 

OTC 

CAME 

4.80 

0.43 

39% 

Houston,  Tex 

8.6 

Myron  A  Wright 

769 

33,458 

NYSE 

CPB 

3.61 

1.60 

34 

Camden,  NJ 

34.5 

Harold  A  Shaub 

553 

11,083 

NYSE 

cn 

2.70 

0.94 

23% 

Dallas,  Tex 

22.8 

Bill  O  Mead 

511 

13,513 

NYSE 

CCB 

3.80 

0.15 

39% 

New  York,  NY 

5.2 

Thomas  S  Murphy 

135 

28,792 

NYSE 

CPH 

2.67 

0.76 

21% 

Louisville,  Ky 

6.5 

Thomas  C  Simons 

293 

37,319 

ASE 

CMK 

3.32 

1.30 

26'/8 

Los  Angeles,  Cal 

22.6 

H  Everett  Olson 

956 

40,454 

NYSE 

CPL 

3.10 

1.87 

21% 

Raleigh,  NC 

5.7 

Shearon  Harris 

675 

24,554 

NYSE 

CRR 

3.39 

0.85 

26  % 

Syracuse,  NY 

36.0 

Melvin  C  Holm 

312 

24,148 

NYSE 

CHH 

2.52 

1.00 

15% 

Los  Angeles,  Cal 

54.0 

Philip  M  Hawley 

107 

24,045 

NYSE 

CKE 

2.00 

0.73 

17% 

Honolulu,  Haw 

40.6 

Donald  J  Kirchhoff 

362 

86,365 

NYSE 

CAT 

6.56 

1.88 

58% 

Peoria,  111 

88.0 

Lee  L  Morgan 

623 

27,740 

NYSE 

CBS 

7.15 

2.45 

50% 

New  York,  NY 

37.6 

John  D  Backe 

365 

2,818 

OTC 

CBCT 

4.30 

1.80 

24% 

Hartford,  Conn 

3.6 

Walter  J  Connolly  Jr 

000 

14,393 

NYSE 

CZ 

7.61 

2.85 

40% 

New  York,  NY 

33.2 

John  D  Macomber 

255 

65,481 

NYSE 

CSR 

2.25 

1.34 

15% 

Dallas,  Tex 

7.7 

Silas  B  Phillips  Jr 

814 

5,023 

OTC 

CBAN 

3.73 

1.43 

26 

Cincinnati,  Ohio 

2.4 

Oliver  W  Birckhead 

419 

6,689 

OTC 

CBSS 

2.65 

0.68 

12 

Birmingham,  Ala 

2.2 

Harry  B  Brock  Jr 

481 

15,412 

NYSE 

CSY 

1.94 

0.72 

12% 

Fort  Wayne,  Ind 

9.1 

Joseph  F  Jones 

930 

24,008 

NYSE 

CTU 

3.04 

1.64 

237/s 

Chicago,  111 

11.4 

Robert  P  Reuss 

219 

3,869 

OTC 

CENB 

4.67 

1.98 

24 

Cleveland,  Ohio 

2.5 

John  A  Gelbach 

769 

13,407 

NYSE 

CRT 

3.25 

0.80 

16 

Valley  Forge,  Pa 

10.9 

Gabriel  Aufaure 

961 

17,666 

NYSE 

CEA 

2.05 

0.74 

18% 

Wichita,  Kan 

18.4 

Russell  W  Meyer 

329 

50,419 

NYSE 

CHA 

4.05 

1.14 

21% 

Stamford,  Conn 

43.0 

Andrew  C  Sigler 

982 

38,105 

NYSE 

CHM 

1.45 

0.71 

9% 

Toledo,  Ohio 

15.7 

Robert  A  Stranahan  Jr 

904 

17,463 

NYSE 

CHR 

1.17 

0.24 

5% 

Jacksonville,  Fla 

8.0 

Raymond  K  Mason 

935 

8,496 

NYSE 

CN 

6.27 

2.24 

28% 

New  York,  NY 

8.4 

Gordon  T  Wallis 

844 

32,059 

NYSE 

CMB 

5.53 

2.20 

29% 

New  York,  NY 

31.3 

David  Rockefeller 

144 

14,903 

NYSE 

CHL 

7.05 

3.00 

37% 

New  York,  NY 

17.2 

Donald  C  Platten 

378 

32,284 

NYSE 

CBM 

2.16 

0.94 

22% 

Greenwich,  Conn 

18.5 

Ralph  E  Ward 

hare  data  adjusted  for  stock  splits  and  stock  dividends  through  May  14,  1979. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK:  1978- 


Market  Value 

Market 

Net 

Assets 

Sales 

of  Common 

Net  Pn 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($()< 

0 

165 

280 

327 

330 

Chessie  System  (Dec) 

3,293,817 

1,608,308 

526,868 

70, 

p. 

B 

■ 

380 

481 

'Chicago  Bridge  &  Iron  (Dec) 

638,704 

509,700 

446,056 

46, 

h 

■ 

317 

■ 

474 

Chromalloy  American  (Dec) 

890,870 

1,396,811 

177,847 

47, 

|<f 

68 

14 

309 

■ 

Chrysler  (Dec) 

6,981,200 

13,618,300 

548,843 

-204,. 

iff 

286 

384 

418 

263 

Chubb  (Dec) 

2,245,794 

1,087,215 

403,260 

91, 

t 

378 

499 

321 

306 

Cincinnati  Gas  &  Electric  (Dec) 

1,719,273 

772,676 

535,040 

77, 

it: 

48 

277 

264 

280 

ttCIT  Financial  (Dec) 

9,606,808 

1,639,699 

651,031 

86/ 

:  r 

3 

30 

42 

27 

Citicorp  (Dec) 

87,190,709 

7,555,783 

2,880,983 

469,! 

> 

139 

66 

89 

214 

Cities  Service  (Dec) 

4,005,300 

4,660,900 

1,491,529 

118,1 

141 

■ 

■ 

■ 

Citizens  &  Southern  Natl  Bank  (Dec) 

3,953,533 

331,874 

144,120 

10,1 

- 

421 

■ 

■ 

■ 

Citizens  Fidelity  Corp  (Dec) 

1,593,273 

114,957 

82,148 

12/ 

79 

94 

■ 

225 

City  Investing  (Dec) 

5,783,419 

3,791,875 

306,903 

112/ 

- 

■ 

298 

347 

288 

Clark  Equipment  (Dec) 

974,937 

1,508,498 

496,046 

83,; 

- 

■ 

404 

■ 

■ 

Clark  Oil  &  Refining  (Dec) 

332,927 

976,458 

117,546 

16,C 

■ 

■ 

■ 

478 

■ 

Cleveland-Cliffs  Iron  (Dec) 

470,187 

277,939 

324,546 

4i,; 

276 

■ 

281 

250 

Cleveland  Electric  Illuminating  (Dec) 

2,331,541 

717,092 

607,416 

99,(1 

- 

94 

■ 

■ 

437 

CleveTrust  Corp  (Dec) 

5,113,127 

380,839 

291,973 

52,C 

■ 

■ 

369 

■ 

■ 

Clorox  (June) 

350,271 

1,146,577 

243,928 

34,« 

177 

91 

463 

388 

Coastal  States  Gas  (Dec) 

3,186,334 

3,834,934 

342,182 

60,4 

f  ■ 

239 

76 

17 

39 

Coca-Cola  (Dec) 

2,582,809 

4,337,917 

5,419,616 

374,6 

i1 

262 

77 

103 

112 

Colgate-Palmolive  (Dec) 

2,384,983 

4,312,054 

1,361,488 

175J 

e 

■ 

■ 

419 

339 

Colonial  Penn  Group  (Dec) 

854,776 

673,584 

401,109 

f : 

■ 

246 

367 

277 

Colt  Industries  (Dec) 

1,263,813 

1,807,882 

468,001 

87,0( 

in 

159 

163 

187 

159 

Columbia  Gas  System  (Dec) 

3,362,879 

2,469,863 

830,790 

139,1 

■ 

■ 

■ 

384 

Columbia  Pictures  Industries  (June) 

398,857 

574,639 

209,922 

61,5 

0 

479 

■ 

468 

■ 

Columbus  &  Southern  Ohio  Electric  (Dec) 

1,360,826 

366,171 

339,108 

39,8| 

■ 

■ 

359 

314 

Combined  Insurance  Co  of  America  (Dec) 

1,015,157 

598,869 

479,801 

76,31 

a 

357 

179 

326 

299 

Combustion  Engineering  (Dec) 

1,836,947 

2,331,751 

527,122 

80,3| 

257 

■ 

■ 

■ 

Commerce  Bancshares  (Dec) 

2,412,798  • 

167,379 

123,382 

20,9) 

380 

■ 

■ 

■ 

Commonwealth  Banks  (Dec) 

1,716,555 

142,231 

NA 

12,5! 

i 

60 

169 

65 

46 

Commonwealth  Edison  (Dec) 

7,924,181 

2,442,788 

2,009,788 

320,91 

■ 

425 

■ 

■ 

Commonwealth  Oil  Refining  (Dec) 

526,497 

930,742 

35,625 

-55,31 

■ 

■ 

492 

■ 

Communications  Satellite  (Dec) 

528,741 

184,570 

315,000 

34,2j 

34 

68 

95 

61 

Connecticut  General  Insurance  (Dec) 

13,490,848 

4,644,610 

1,441,349 

266,2i 

• 

71 

132 

96 

50 

Consolidated  Edison  (Dec) 

6,830,638 

3,010,970 

1,437,797 

309,5* 

■ 

393 

104 

245 

246 

Consolidated  Foods  (June) 

1,662,939 

3,535,567 

690,031 

100,6; 

■ 

320 

■ 

380 

Consolidated  Freightways  (Dec) 

623,996 

1,386,131 

288,805 

f.2,00 

275 

284 

220 

219 

Consolidated  Natural  Gas  (Dec) 

2,332,719 

1,585,906 

736,896 

115,9" 

■ 

■ 

■ 

500 

Consolidated  Papers  (Dec) 

308,642 

387,280 

280,423 

•;3,8; 

■ 

100 

237 

136 

104 

Consumers  Power  (Dec) 

4,935,511 

1,866,921 

1,055,563 

185,li 

■ 

497 

■ 

462 

Continental  Airlines  (Dec) 

677,272 

774,673 

130,305 

49,15 

■ 

468 

■ 

■ 

■ 

Continental  Bank  (Dec) 

1,426,814 

116,935 

91,860 

14,8(3 

67 

128 

106 

53 

Continental  Corp  (Dec) 

7,033,248 

3,058,800 

1,310,995 

303,  i; 

198 

89 

170 

195 

Continental  Group  (Dec) 

2,997,200 

3,943,900 

877,716 

124,4( 

■ 

10 

194 

141 

118 

Continental  Illinois  Corp  (Dec) 

31,058,665 

2,200,964 

1,023,264 

167,81 

■ 

64 

23 

38 

30 

Continental  Oil  (Dec) 

7,445,165 

9,455,241 

3,021,272 

451,34 

233 

433 

251 

254 

Continental  Telephone  (Dec) 

2,615,448 

913,684 

668,121 

97,55 

-: 

■  Not  on  500  list. 

tt  Figures  include  unconsolidated  subsidiaries. 
NA  Not  Available. 


3  To  be  reorganized  as  holding  company,  CBI  Industries. 

4  Formed  Dec.  31,  1978  by  merger  of  Central  National  Corp.  and  Fideli 
American  Bankshares.  Name  to  be  changed  to  Central  Fidelity  Banks 
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A  Roster  of  the  US's  Biggest  Corporations 


SHARE  DATA:  1978- 
Earnings 


ash 

Shares 

Before 

Market 

Number  of 

ow 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

300) 

(000] 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31 

)  Headquarters 

(000) 

Chief  Executive 

,982 

19,696 

NYSE 

CO 

3.59 

2.32 

26% 

Baltimore,  Md 

38.5 

Hays  T  Watkins 

,631 

9,366 

NYSE 

CBH 

4.87 

2.20 

475/8 

Oak  Brook,  111 

10.0 

Marvin  G  Mitchell 

,807 

11,474 

NYSE 

CRO 

3.55 

1.03 

15  Vi 

Clayton,  Mo 

30.9 

Wesley  J  Barta 

,100 

63,634 

NYSE 

C 

-3.54 

0.85 

8% 

Highland  Park,  Mich 

158.0 

John  J  Riccardo 

,475 

12,408 

OTC 

CHUB 

7.39 

1.83 

32% 

New  York,  NY 

7.8 

William  M  Rees 

,425 

26,752 

NYSE 

CIN 

2.54 

1.87 

20 

Cincinnati,  Ohio 

4.6 

William  H  Dickhoner 

,327 

20,750 

NYSE 

CIT 

4.16 

2.40 

31% 

New  York,  NY 

23.5 

Walter  S  Holmes  Jr 

,066 

122,595 

NYSE 

FNC 

3.79 

1.14 

2314 

New  York,  NY 

49.2 

Walter  B  Wriston 

,000 

27,685 

NYSE 

CS 

4.27 

3.10 

53% 

Tulsa,  Okla 

18.1 

Robert  V  Sellers 

,590 

28,824 

OTC 

CSGA 

0.35 

none 

5 

Atlanta,  Ga 

5.4 

Bennett  A  Brown 

,558 

3,734 

OTC 

CFDY 

3.33 

1.13 

22 

Louisville,  Ky 

1.7 

J  David  Grissom 

,934 

22,525 

NYSE 

CNV 

4.27 

0.95 

13% 

Beverly  Hills,  Cal 

61.5 

George  T  Scharffenberger 

,842 

13,637 

NYSE 

CKL 

6.08 

1.90 

36% 

Buchanan,  Mich 

21.5 

Bert  E  Phillips 

,984 

7,124 

NYSE 

CKO 

2.25 

0.60 

16% 

Milwaukee,  Wise 

8.8 

Robert  G  Reed  ffl 

,009 

12,247 

NYSE 

CLF 

3.41 

1.20 

26Vi 

Cleveland,  Ohio 

8.6 

Samuel  K  Scovil 

,796 

35,995 

NYSE 

cvx 

2.20 

1.84 

16% 

Cleveland,  Ohio 

4.8 

Karl  H  Rudolph 

094 

9,196 

OTC 

CLVT 

5.68 

2.05 

31% 

Cleveland,  Ohio 

4.3 

M  Brock  Weir 

230 

22,691 

NYSE 

CLX 

1.53 

0.66 

10% 

Oakland,  Cal 

7.3 

Robert  B  Shetterly 

165 

18,879 

NYSE 

CGP 

2.91 

0.30 

18% 

Houston,  Tex 

6.7 

Oscar  S  Wyatt  Jr 

716 

123,524 

NYSE 

KO 

3.03 

1.74 

43% 

Atlanta,  Ga 

36.1 

)  Paul  Austin 

103 

81,894 

NYSE 

CL 

2.15 

1.00 

16% 

New  York,  NY 

56.6 

Keith  Crane 

059 

16,125 

NYSE 

CPG 

4.30 

1.10 

24% 

Philadelphia,  Pa 

4.8 

John  J  MacWilliams 

212 

12,866 

NYSE 

COT 

6.66 

2.03 

36% 

New  York,  NY 

33.1 

George  A  Strichman 

762 

32,580 

NYSE 

CG 

3.94 

2.34 

25% 

Wilmington,  Del 

11.1 

Bernard  J  Clarke 

000 

9,382 

NYSE 

CPS 

6.61 

0.50 

22% 

New  York,  NY 

3.8 

Francis  T  Vincent  Jr 

314 

16,148 

NYSE 

coc 

1.73 

2.32 

21 

Columbus,  Ohio 

2.9 

Ben  T  Ray 

260 

26,842 

OTC 

COMB 

2.86 

1.05 

17% 

Chicago,  111 

3.3 

Clement  Stone 

883 

16,157 

NYSE 

CSP 

4.97 

1.70 

32% 

Stamford,  Conn 

45.7 

Arthur  J  Santry  Jr 

180 

5,036 

OTC 

CBSH 

4.53 

1.40 

24% 

Kansas  City,  Mo 

2.9 

fames  M  Kemper  Jr 

460 

5,228 

OTC 

CWBK 

2.38 

none 

— 

Richmond,  Va 

2.7 

Alvin  R  Clements 

289 

78,050 

NYSE 

CWE 

3.30 

2.40 

25% 

Chicago,  111 

15.9 

Thomas  G  Ayers 

656 

15,000 

NYSE 

CWO 

-3.80 

none 

2% 

San  Antonio,  Tex 

1.4 

C  Howard  Hardesty  Jr 

927 

8,000 

NYSE 

CQ 

4.28 

2.00 

39% 

Washington,  DC 

1.4 

Joseph  V  Charyk 

752 

41,329 

OTC 

CGEN 

6.44 

1.01 

34% 

Hartford,  Conn 

13.6 

Robert  D  Kilpatrick 

874 

62,175 

NYSE 

ED 

4.29 

2.20 

23% 

New  York,  NY 

23.5 

Charles  F  Luce 

789 

29,363 

NYSE 

CFD 

3.21 

1.50 

23  % 

Chicago,  111 

80.9 

John  H  Bryan  Jr 

930 

12,980 

NYSE 

CNF 

4.82 

1.10 

22  Vi 

San  Francisco,  Cal 

24.4 

Raymond  F  O'Brien 

006 

19,392 

NYSE 

CNG 

5.74 

2.76 

38 

Pittsburgh,  Pa 

7.5 

Robert  E  Seymour 

684 

5,291 

OTC 

CPER 

8.36 

2.70 

53 

Wisconsin  Rapids,  Wise 

5.2 

George  W  Mead  II 

067 

47,176 

NYSE 

CMS 

3.21 

2.18 

22% 

(ackson,  Mich 

11.6 

John  D  Selby 

456 

14,892 

NYSE 

CAL 

3.29 

0.30 

8% 

Los  Angeles,  Cal 

12.2 

Robert  F  Six 

930 

3,638 

OTC 

CBTN 

4.11 

1.74 

25 'A 

Norristown,  Pa 

1.5 

Roy  T  Peraino 

008 

53,510 

NYSE 

CIC 

5.66 

1.70 

24 '/2 

New  York,  NY 

25.3 

John  B  Ricker  Jr 

100 

32,508 

NYSE 

CCC 

3.41 

2.20 

27 

New  York,  NY 

62.9 

Robert  S  Hatfield 

029 

39,168 

NYSE 

CIL 

4.49 

1.35 

26'/g 

Chicago,  111 

10.8 

Roger  E  Anderson 

582 

107,423 

NYSE 

CLL 

4.20 

1.43 

28% 

Stamford,  Conn 

42.8 

Ralph  E  Bailey 

239 

46,478 

NYSE 

CTC 

2.03 

1.22 

14% 

Atlanta,  Ga 

17.2 

Charles  Wohlstetter 

lare  data  adiusted  for  stock  splits  and  stock  dividends  through  May  14,  1970. 
Not  available. 
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IT'S  JUST  YOUR 
AVERAGE  EVERYB 
BUSINESS  LETTER. 


Remember  the  last  business  letter  you  wrote?  Well,  between 
the  part  that  began  "Dear  so-and-so"  and  the  part  that  ended  "Best 
regards,"  you  spent  nearly  $5. 

That's  one  estimate  of  how  much  it  costs  a  business  just  to 
produce  a  letter* 

Now,  if  a  simple  business  letter  costs  that  much,  imagine  how 
much  it  costs  to  create  and  handle  all  the  other  information  you  deal 
with  daily. 

At  Xerox,  our  business  is  helping  you  manage  information.  And 
that  includes  helping  you  manage  the  costs  of  managing  information. 

We  make  electronic  typing  systems  that  help  you  create,  edit  and 
store  information  in  a  fraction  of  the  time— and  money— of  ordinary 
typewriters. 

Duplicators  and  computer  printers  that  make  Xerox-quality 
copies  for  just  a  few  cents  each. 

And  computer  services  that  give  you  the  benefits  of  a  computer 
without  the  expense  of  owning  one. 

In  fact,  everything  Xerox  does  helps  you  manage  information. 
But  we  also  provide  you  with  an  interesting  side  benefit: 

We  help  you  manage  your  money  at  the  same  time. 


XEROX 


XEROX®  ,s  a  trademark  of  XEROX  CORPORATION. 


•Sourer :  Dartnell  Institute  of  Business  Research. 


The  Dimensions  of  American  Business: 


WHERE  THEY  RANK;  1978 

Market  Value  L 

Market 

Net 

Assets 

Sales 

of  Common 

Net  PrA> 

Assets 

Sales 

Value  1 

v.  i  M  1 1  [ '  .1 1 1  >    J11L1                \ldi  inu1 

[>UUU 

$000' 

76 

145 

295 

287 

^Control  Data  (Dec) 

6,186,150 

2,738,327 

578,462 

83,1  '• 

■ 

492 

311 

344 

Cooper  Industries  (Dec) 

549389 

781,957 

545,693 

68,  V. 

■ 

389 

Adolph  Coors  (Dccl 

438,025 

54,:  «'• 

345 

155 

239 

1  i:i  7*>o 

944,815 

104,'  (•■ 

■ 

438 

Cox  Broadcasting  ^Dec* 

xi  x  nnw 

372.633 

33,!  ■•" 

354 

122 

120 

142 

CPC  International  (Dec) 

1,860,666 

3,221,813 

1,170,919 

147 

■ 

350 

■ 

■ 

Crane  (Dec) 

881,325 

1,227,449 

252,838 

2  3 

«3o 

367 

■ 

Crocker  National  Corp  (Dec) 

\%  <WQ  1  A") 

i  i.yzrv  j  oz 

287,893 

7  ■ 

343 

372 

Crown  Cork  &  Seal  (Decl 

7 A  A  AH7 

1  "> a/*i 

453,930 

■ 

XXX 

166 

203 

228 

Crown  Zellerbach  (Dec) 

i  qa*  7 r>o 

1  j;a  01 1 

Z,*4  »0,U  1  J 

784,472 

194 

292 

346 

189 

Crum  &  Forster  (Dec) 

3,028,835 

1,540,073 

497,301 

412 

■ 

■ 

■ 

Cullenfrost  Bankers  (Dec* 

1,615.413 

122,389 

64,328 

10,4  1 

294 

■ 

5  (HI 

Curnrmns  Engine  (Dec* 

071 

y  1 1  ^jj 

1  on  7jo 

276,973 

64,3  : 

496 

■ 

*71  7^Q 

J  f  I,  f  J7 

770  31^ 

57,760 

■ 

■ 

111; 

Cyprus  .M.ines  (Dec* 

7XX  01  O 

10^  ttftft 
1  y.5,000 

223,401 

^0  6  K 

473 

188 

154 

168 

Dana  ^Aug) 

1,401,871 

2,252,657 

946,714 

.  - :  ■ 

363 

245 

159 

190 

Dart  Industries  (Dec) 

1,792,084 

1,820,097 

925,419 

1 

■ 

288 

Data  General  (Sept* 

XAk  kA") 
o**o,OOZ 

*7Q  Oda 

590,733 

: 

135 

192 

Da yton-Hudson  (fan* 

1  A*7  A  on 
i  ,oj  t  .**y\j 

")  OAl  ftfl^ 

813,038 

264,9» 

■ 

464 

477 

ua>ion  ruwci  Ofc  i  ]_ni  (uec 

I  ,Z  '  U,4* 

;i;  oil 

341,582 

i~  - 

414 

■ 

■ 

■ 

Dean  Witter  Reynolds  Organization  (Aug* 

1,614,618 

412,697 

83,433 

143 

82 

59 

63 

,                                  Deere  (Oct) 

3,886,616 

4,154,953 

2.098.725 

- 

■ 

■ 

A71 

Delrnarva  Pov.'er  &  Lt  ^Dec* 

i  i  in  xn^ 

37fi  7n7 

O  '  O,  '  uz 

288,188 

XOQ 

oyy 

211 

188 

1  7  A 
1  ft 

Delta  Air  Lines  luri*. 

1  AJ.A  Ax  X 

■)  n^n  01 1 

830,032 

■ 

461 

Deluxe  Check  Printers  (Dec) 

1  ST  A1  A 

a  1  x  nAj. 

343,860 

31,91 

486 

■ 

■ 

■ 

Deposit  Guaranty  Corp  ^Decl 

1,323,426 

100.300 

69,670 

10.71 

112 

283 

166 

143 

Detroit  Edison  (Dec) 

4,631,487 

1,589.842 

890,217 

146,81 

120 

■ 

■ 

DFTRDITRAVK  Cnrn  ^npH 

i  ;r)5  37f) 

344  159 

218,927 

39,0: 

377 

433 

429 

I  1 :  3  m  nnn  T  tit  prn  u  fi  r»nal  .TlPfl 
L/lalllUHU  1 1 1 1  CI  11  d  1 1  U  H  dl  (Uct 

751  634 

1  108  496 

376,487 

53,9 

269 

206 

Diamond  Shamrock  (Dec* 

1  677  602 

778,913 

131  CX 

■ 

441 

■ 

■ 

Di  Giorgio  (Dec) 

267,547 

897,093 

63,063 

450 

310 

58 

153 

Digital  Equipment  (fune* 

1.491,656 

1,436,562 

2,155,725 

142  1' 

430 

■ 

Dillingham  (Dec) 

010  735 

717,  '  JJ 

105,790 

14.0" 

303 

■ 

Dillon  Companies  (June) 

iOU,*tO  1 

303.546 

■ 

108 

*)  ^  1 
i3  1 

Walt  Disney  Productions  ^Sept) 

1  na  i  111 

7A\  1J.3 

1,294,433 

98.3S 

356 

■ 

■ 

Dominion  Bank^hares  Corp  (Dec) 

1.846,529 

149,677 

93,058 

16,07 

270 

■ 

■ 

■ 

Donaldson,  Lufkin  &  lenrette  (Dec) 

2,340,023 

248,056 

31,722 

: ;" 

■ 

495 

344 

419 

R  R  Donnelley  &  Sons  (Dec* 

569,526 

780,193 

502,708 

;-  M 

■ 

439 

Dover  Corp  ^Dec^ 

?n^  ~  3 a 

""1 "  0/:- 

372.160 

39 

25 

in 

ZU 

Dow  Chemical  ^Decl 

0,00  ozo 

4,506,703 

J 

■ 

348 

Dow  Jones  (Dec^ 

500,01.11 

495.616 

--  m 

■ 

464 

■ 

Dravo  ^Decl 

444.842 

845,424 

165,376 

267 

129 

97 

89 

Dresser  Industries  (Octl 

2,355  300 

3,054  000 

1  430  272 

203,90 

97 

318 

101 

74 

Duke  Power  (Decl 

4,984,621- 

1,396,720 

1,397,558 

230.60 

■ 

■ 

147 

333 

Dun  &  Bradstreet  Companies  ;Ded 

559,180 

762,642 

972,036 

"028 

57 

21 

16 

16 

E  I  du  Pont  de  Nemours  (Dec! 

8,070,300 

10.584  200 

6,056,694 

787  00 

315 

■ 

366 

361 

Duquesne  Light  iDecl 

2,068,867 

573,128 

468,313 

1 

■  Not  on  500  list. 

tt  Figures  include  unconsolidated  subsidiaries. 
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FORBES 
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A  Roster  of  the  US's  Biggest  Corporations 


SHARE  DATA:  19^8 

Earnings 

sh 

Shares 

Before 

Market 

Number  of 

w 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

DO) 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31] 

Headquarters 

(000| 

Chief  Executive 

140 

lo,  /Of 

NYSE 

CDA 

4.85 

n  i  c 

34'/> 

Minneapolis,  Minn 

C  1  A 

ol,4 

William  L  I\orn* 

523 

11,052 

NYSE 

CBE 

5.98 

1.54 

49% 

Houston,  Tex 

13.4 

Robert  Cizik 

742 

35,042 

OTC 

ACCOB 

1.56 

0.25 

12'/2 

Golden,  Colo 

8.7 

William  K  Coors 

791 

17,743 

NYSE 

GLW 

5.8.9 

1.73 

53  V* 

Corning,  NY 

29.5 

Amory  Houghton  Jr 

?79 

6,684 

NYSE 

COX 

5.07 

0.65 

55% 

Atlanta,  Ga 

4.1 

Clifford  M  Kirkland  Jr 

~)  1  77C 

NYSE 

CPC 

6.20 

Z.or) 

491/* 

[.,,1,1  r^l;W^  mi 

tnglewood  l_litrs,  N) 

4z.U 

fames  W  McKee  Jr 

S26 

10,064 

NYSE 

CR 

3.44 

1.37 

25 '/g 

New  York,  NY 

19.8 

Thomas  M  Evans 

721 

11,811 

NYSE 

CKN 

5.66 

1.77 

24% 

San  Francisco,  Cal 

13.4 

Thomas  R  Wilcox 

196 

15,131 

NYSE 

CCK 

4.16 

none 

30 

Philadelphia,  Pa 

17.3 

John  F  Connelly 

?S0 

25,408 

NYSE 

ZB 

4.39 

1.90 

30% 

San  Francisco,  Cal 

32.2 

Charles  R  Dah! 

160 

13,532 

NYSE 

CMF 

9.45 

1.81 

36V4 

NT  ,  .  .  \f  .  _  1 .  Kiv 

New  York,  NY 

9.2 

B  r  Kussell 

527 

2,859 

OTC 

CFBI 

3.67 

0.75 

22'/i 

San  Antonio,  Tex 

1.8 

Thomas  C  Frost  Jr 

137 

8,330 

NYSE 

CUM 

7.62 

1.71 

33 'A 

Columbus,  Ind 

23.3 

Henry  B  Schacht 

595 

3,285 

NYSE 

CYL 

5.75 

1.15 

17% 

Pittsburgh,  Pa 

8.8 

William  H  Knoell 

166 

10,513 

NYSE 

CYM 

4.71 

0.40 

21 'A 

Los  Angeles,  Cal 

3.6 

Henry  T  Mudd 

ion 

32,092 

NYSE 

DCN 

4.22 

1 .30 

29'/2 

loleuo,  Unio 

31.4 

Rene  C  McPherson 

525 

23,208 

NYSE 

D 

5.20 

1.60 

397/s 

Los  Angeles,  Cal 

41.9 

Justin  Dart 

172 

9,724 

NYSE 

DGN 

4.00 

none 

60'/4 

Westboro,  Mass 

10.8 

Edson  D  deCastro 

506 

23,652 

NYSE 

DH 

11.21 

1.45 

34% 

Minneapolis,  Minn 

40.0 

William  A  Andres 

131 

23,356 

NYSE 

Dl'L 

1.73 

1.66 

14% 

Dayton,  Ohio 

3.5 

Robert  E  Frazer 

7  O  A  /C 

f  ,y4o 

NYSE 

DWR 

2.65 

0.65 

10 '/2 

San  Francisco,  Cal 

8.8 

William  M  Witter 

176 

60,613 

NYSE 

DE 

4.38 

1.35 

34% 

Molme,  11! 

59.2 

William  A  Hewitt 

138 

21,750 

NYSE 

DEW 

1.85 

1.28 

13 '/4 

Wilmington,  Del 

2.5 

Robert  D  Weimer 

521 

19,881 

NYSE 

DAL 

6.60 

0.90 

41V4 

Atlanta,  Ga 

31.2 

David  C  Garrett  Jr 

[80 

1 1,462 

OTC 

DELX 

2.78 

1.08 

30 

St  Paul,  Minn 

8.8 

Eugene  R  Olson 

too 

2,873 

OTC 

DEPS 

3.75 

1 .28 

24 '4 

lackson,  Miss 

1 .4 

J  Herman  Hines 

194 

65,942 

NYSE 

DTE 

1.76 

1.52 

13% 

Detroit,  Mich 

10.7 

William  G  Meese 

516 

8,502 

OTC 

DBNK 

4.60 

1.45 

25% 

Detroit,  Mich 

3.7 

Rodkey  Craighead 

>42 

1 1,674 

NYSE 

DN 

4.59 

2.20 

32'/4 

New  York,  NY 

19.3 

William  J  Koslo 

1 73 

40,463 

NYSE 

DIA 

3.26 

1.42 

19'/4 

Cleveland,  Ohio 

1 1.6 

William  H  Bricker 

on 

r>,/oo 

NYSE 

DIG 

1.60 

0.44 

1 1 

San  Francisco,  Cal 

5.0 

Robert  Di  Giorgio 

105 

40,200 

NYSE 

DEC 

3.40 

none 

53% 

Maynard,  Mass 

39.0 

Kenneth  H  Olsen 

132 

12,823 

NYSE 

DHM 

1.04 

0.52 

8'/4 

Honolulu,  Haw 

11.5 

Herbert  C  Cornuelle 

)54 

10,745 

NYSE 

DLL 

2.65 

1.18 

28  74 

Hutchinson,  Kan 

20.0 

Ray  E  Dillon  Jr 

!74 

32,260 

NYSE 

DIS 

3.04 

0.32 

40'/« 

Burbank,  Cal 

21.0 

E  Cardon  Walker 

JoS 

6,309 

OTC 

UMfiK 

2..  ^>4 

0.84 

14  Vi 

Roanoke,  Va 

2.6 

Byron  A  Hicks 

'Zo 

8,75 1 

NYSE 

DL| 

0.30 

0. 14 

3% 

NT^.  •  V..—1.  NTV 

New  York,  N  Y 

1 .8 

Richard  H  Jenrette 

>95 

18,448 

NYSE 

DNY 

2.98 

0.88 

27'/4 

Chicago,  111 

13.3 

Charles  W  Lake  Jr 

'60 

8,914 

NYSE 

DOV 

5.03 

1.30 

41V4 

New  York,  NY 

10.0 

Thomas  C  Sutton 

161 

181,174 

NYSE 

DOW 

3.16 

1.25 

247s 

Midland,  Mich 

53.5 

Paul  F  Oreffice 

568 

15,488 

NYSE 

D( 

2.86 

1.35 

32 

New  York,  NY 

4.4 

Warren  H  Phillips 

>  70 

5,854 

NYSE 

DRV 

o.43 

1.16 

28'/4 

Pittsburgh,  Pa 

12.5 

Kobert  Uickey  111 

inn 

■jo  fizz. 

oo,or>o 

NT  VC  C 

DI 

5.22 

0.94 

1  7 

Of 

Dallas,  Tex 

John  V  James 

>74 

72,132 

NYSE 

DUK 

2.61 

1.74 

19% 

Charlotte,  NC 

17.7 

Carl  Horn  Jr 

526 

27,872 

NYSE 

DNB 

2.52 

1.36 

34  78 

New  York,  NY 

21.1 

Harrington  Drake 

XX) 

48,069 

NYSE 

DD 

16.17 

7.25 

126 

Wilmington,  Del 

132.1 

Irving  S  Shapiro 

121 

31,750 

NYSE 

DQU 

1.49 

1.72 

14% 

Pittsburgh,  Pa 

4.3 

John  M  Arthur 

jre  data  adjusted  for 

stock  splits 

and  stock  divid 

ends  through  May  14,  1979. 

IS,  MAY  14,  1979 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK:  1978 

Market  Value 

Market 

Net 

Assets 

Sales 

of  Common 

Net  Pit 

Assets 

Sales 

Value 

Profits 

Company  land  fiscal  year  end! 

ISOOOI 

($0001 

ISOOOI 

S0i 

342 

!75 

■ 

350 

Eastern  Air  Lines  (Dec) 

1.908,556 

2,379,564 

211,140 

67,: 

■ 

■ 

483 

■ 

Eastern  Gas  &  Fuel  Associates  (Dec) 

850,615 

665,861 

319,440 

12, 

72 

36 

6 

11 

Eastman  Kodak  (Dec) 

6,793,428 

7,012,923 

9,461.137 

902,: 

264 

142 

283 

208 

Eaton  (Dec) 

2,361,031 

2,790,521 

600  376 

1 19,i 

■ 

372 

273 

446 

lack  Eckerd  July) 

419,541 

1,131,445 

623,211 

50,1 

■ 

■ 

471 

484 

Edison  Brothers  Stores  (Dec) 

333,770 

739,419 

336,313 

. 

193 

212 

244 

445 

EI  Paso  Company  (Dec) 

3,036,586 

2,0*0.636 

690,169 

50  ' 

■ 

396 

490 

469 

Eltra  (Sept) 

736,204 

1,019,940 

316,628 

47  - 

491 

200 

62 

115 

Emerson  Electric  (Sept) 

1,301.233 

2, 1 77,482 

2,061,512 

169  f 

■ 

327 

396 

334 

Emhart  (Dec) 

786,192 

1,346,449 

431,843 

209 

22 

163 

152 

Engelhard  Minerals  &.  Chemicals  (Dec) 

2,853,165 

10,154,855 

908,815 

142,; 

379 

267 

338 

438 

ENSERCH  (Dec) 

1,716,816 

1,684,090 

506,270 

- 

240 

■ 

■ 

■ 

Equimark  (Dec) 

2,580,643 

211,664 

42.444 

9  ■ 

335 

■ 

■ 

■ 

Equitable  Bancorporation  (Dec) 

1,944,621 

159,665 

53,200 

460 

■ 

■ 

■ 

Equitable  of  Iowa  Companies  (Dec) 

1,448,983 

223,910 

122,794 

489 

■ 

■ 

■ 

Equitable  Savings  &  Loan  Assoc  (Dec) 

1,309,748 

143,507 

40,421 

303 

51 

356 

301 

Esmark  (Oct! 

2,115,644 

5.827,184 

482,664 

so  1 

■ 

313 

417 

290 

Ethyl  (Dec) 

1,071,466 

1,422,451 

403  362 

- :  - 

■ 

361 

■ 

433 

Evans  Products  (Dec) 

640,553 

1,169,895 

224,662 

52  J 

6 

2 

3 

4 

Exxon  (Dec) 

4J,  530.804 

60,334,995 

21,792,538 

2  763  0 

■ 

■ 

193 

284 

Farmers  Group  (Dec) 

1,127,455 

377,814 

809,410 

M  fj 

5 

113 

162 

85 

Federal  National  Mortgage  Assoc  (Dec) 

43,506,123 

3,322,486 

911,203 

208,9" 

199 

55 

87 

97 

Federated  Department  Stores  (Jan) 

2,956,431 

5,404  621 

1,542,368 

197,81 

201 

■ 

■ 

■ 

Fidelcor  (Dec) 

2,951,539 

249,648 

56,215 

-13,31 

371 

■ 

■ 

■ 

Fidelity  Financial  (Dec) 

1,762,671 

1 52,282 

47,768 

16,8' 

294 

■ 

■ 

■ 

Fidelity  Union  Bancorp  (Dec) 

2,181,863 

149,770 

119,271 

20,8i 

475 

■ 

■ 

■ 

Financial  Corp  of  Santa  Barbara  (Dec) 

1,393,461 

117,464 

49,865 

13.64 

293 

■ 

■ 

■ 

Financial  Federation  (Dec) 

2,192,815 

186,510 

97,100 

25,8^ 

297 

■ 

■ 

■ 

Financial  General  Bankshares  (Dec) 

2,160,581 

166.653 

98,354 

13,41 

155 

63 

231 

■ 

Firestone  Tire  &  Rubber  (Oct) 

3,486.400 

4,878,100 

698,509 

-148,3* 

389 

■ 

■ 

■ 

First  Alabama  Bancshares  (Dec) 

1,691,149 

146.031 

110,054 

18,9* 

404 

■ 

■ 

■ 

First  American  Bank  Corp  (Dec1 

1,634,359 

126.473 

54,851 

13,tt 

406 

■ 

■ 

■ 

First  Amtenn  Corp  (Dec1 

1,627.892 

139.088 

53,21 7 

9,61 

299 

■ 

■ 

■ 

First  &  Merchants  Corp  (Dec' 

2,154,281 

176,920 

63,602 

11,5* 

292 

■ 

■ 

■ 

First  Banc  Group  of  Ohio  (Decl 

2.197,400 

182,913 

165,375 

25,5 

43 

484 

307 

269 

First  Bank  System  (Dec' 

10,433,6  ry 

796. 154 

33U,  '43 

fSV.O . 

142 

■ 

■ 

■ 

First  Boston  (Dec) 

3,923,886 

97,015 

63,204 

1.0? 

55 

■ 

387 

238 

First  Charter  Financial  (Dec) 

8,326,293 

712,762 

438,223 

105,3-: 

16 

229 

217 

177 

First  Chicago  Corp  (Dec) 

24.066,073 

1,905,596 

752,989 

I30.3S 

494 

■ 

■ 

■ 

First-Citizens  Bank  &  Trust  (Dec) 

1,292,597 

108,425 

25,000 

4 1: 

63 

■ 

437 

447 

First  Citv  Bancorporation  of  Texas  (Dec) 

7,568,801 

530,867 

372,921 

50,6.: 

384 

■ 

■ 

■ 

First  Empire  State  Corp  (Dec) 

1,  7U3,Ulli 

145,294 

25,8 12 

411 

■ 

■ 

■ 

First  Florida  Banks  (Dec) 

1,618,363 

115,406 

60,034 

9,71 

461 

■ 

■ 

■ 

First  Hawaiian  Inc  (Dec) 

1,447,989 

122,069 

78,126 

12,84 

45 

■ 

261 

300 

First  International  Bancshares  (Dec) 

10,024,688 

736,764 

655.279 

80,12 

366 

■ 

■ 

■ 

First  Kentucky  National  Corp  (Dec) 

1,788,686 

143,448 

123,938 

16,23 

355 

■ 

■ 

■ 

First  Maryland  Bancorp  (Dec) 

1,858,315 

151,411 

72,657 

14,97 

■  Not  on  500  list. 
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FORBES  MAY  14. 


A  Roster  of  the  US's  Biggest  Corporations 


SHARE  DATA:  1978 

Earnings 

sh 

Shares 

Market 

Number  of 

)W 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

00) 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

908 

24,840 

NYSE 

EAL 

2.91 

none 

8l/2 

Miami,  Fla 

37.1 

Frank  Borman 

279 

21,296 

NYSE 

EFU 

0.59 

0.80 

15 

Boston,  Mass 

9.9 

William  J  Pruyn 

508 

161,384 

NYSE 

EK 

5.59 

2.23 

58% 

Rochester,  NY 

124.8 

Walter  A  Fallon 

737 

17,277 

NYSE 

ETN 

6.86 

2.25 

34% 

Cleveland,  Ohio 

60.8 

E  Mandell  de  Windt 

639 

23,407 

NYSE 

ECK 

2.17 

0.68 

26% 

Clearwater,  Fla 

21.6 

Stewart  Turley 

054 

11,597 

NYSE 

EOS 

3.95 

1.00 

29 

St  Louis,  Mo 

19.3 

Bernard  A  Edison 

753 

45,257 

NYSE 

ELG 

1.14 

1.16 

15% 

Houston,  Tex 

7.2 

Travis  H  Petty 

270 

11,410 

NYSE 

ET 

4.20 

1.22 

27% 

New  York,  NY 

22.5 

J  Adreon  Keller 

455 

57,867 

NYSE 

EMR 

2.93 

1.26 

35% 

St  Louis,  Mo 

46.9 

Charles  F  Knight 

701 

11,711 

NYSE 

EMH 

5.93 

2.00 

36% 

Farmington,  Conn 

32.3 

T  Mitchell  Ford 

654 

31,749 

NYSE 

ENG 

4.50 

1.25 

28% 

New  York,  NY 

11.6 

Milton  F  Rosenthal 

504 

29,349 

NYSE 

ENS 

1.63 

1.32 

17'/4 

Dallas,  Tex 

17.6 

William  C  McCord 

468 

4,091 

NYSE 

EQK 

2.11 

0.94 

10% 

Pittsburgh,  Pa 

2.3 

William  E  Bierer 

688 

3,787 

OTC 

EBNC 

3.32 

0.50 

14% 

Baltimore,  Md 

2.7 

Owen  Daly  n 

310 

5,012 

OTC 

EQIC 

3.19 

1.05 

24% 

Des  Moines,  Iowa 

0.7 

Kenneth  R  Austin 

386 

1,948 

OTC 

EQTB 

5.58 

1.15 

20% 

Portland,  Ore 

0.5 

William  E  Love 

347 

20, 1 1 1 

NYSE 

ESM 

3.81 

1.84 

24 

Chicago,  111 

46.0 

Donald  P  Kelly 

716 

18,761 

NYSE 

EY 

4.24 

1.05 

21% 

Richmond,  Va 

16.5 

Floyd  D  Gottwald  Jr 

590 

12,657 

NYSE 

EVY 

3.76 

1.00 

1 7% 

Portland,  Ore 

16.0 

Monford  A  Orloff 

382 

443,614 

NYSE 

XON 

6.20 

3.30 

49'/» 

New  York,  NY 

130.0 

Clifton  C  Garvin  Jr 

11 1 

33,902 

OTC 

FGRP 

2.50 

0.69 

23% 

Los  Angeles,  Cal 

9.5 

Richard  G  Lindsley 

?99 

56,074 

NYSE 

FNM 

3.81 

1.15 

16% 

Washington,  DC 

1.3 

A  Oakley  Hunter 

196 

48,199 

NYSE 

FDS 

4.11 

1.60 

32 

Cincinnati,  Ohio 

115.0 

Ralph  Lazarus 

P46 

4,942 

OTC 

FICR 

-2.70 

0.80 

11% 

Philadelphia,  Pa 

3.2 

Raymond  J  Dempsey 

194 

6,369 

NYSE 

FDY 

2.65 

0.40 

7% 

San  Francisco,  Cal 

0.8 

Adolph  C  Meyer  Jr 

362 

3,832 

NYSE 

FDU 

5.43 

2.55 

31'/s 

Newark,  NJ 

2.4 

C  Malcolm  Davis 

P26 

3,873 

NYSE 

FSB 

3.52 

0.60 

12% 

Santa  Barbara,  Cal 

0.5 

David  L  Tilton 

363 

4,154 

NYSE 

FF1 

6.24 

1  00 

23% 

Los  Angeles,  Cal 

0.6 

Edward  L  Johnson 

531 

6,612 

ASE 

FGL 

2.03 

0.38 

14% 

Washington,  DC 

3.3 

J  William  Middendorf  I! 

700 

57,609 

NYSE 

FIR 

-2.58 

1.10 

12% 

Akron,  Ohio 

112.0 

Richard  A  Riley 

345 

5,179 

OTC 

FABC 

3.65 

1.27 

21% 

Montgomery,  Ala 

2.5 

Frank  A  Plummer 

121 

4,063 

OTC 

3.27 

1.00 

13% 

Kalamazoo,  Mich 

2.1 

James  H  Duncan 

797 

5,913 

OTC 

FATN 

1.58 

0.45 

9 

Nashville,  Tenn 

2.1 

Kenneth  L  Roberts 

573 

3,304 

OTC 

FMCH 

3.51 

1.46 

19% 

Richmond,  Va 

3.1 

C  Coleman  McGehee 

133 

6,300 

OTC 

FBGO 

4.05 

1.36 

26'A 

Columbus,  Ohio 

2.7 

John  G  McCoy 

152 

14,885 

OTC 

FBKS 

6.01 

1.84 

37 

Minneapolis,  Minn 

8.7 

Donald  R  Grangaard 

?72 

4,285 

OTC 

FBOS 

0.31 

1.00 

14% 

New  York,  NY 

1.3 

George  L  Shinn 

591 

29,710 

NYSE 

FCF 

3.55 

0.80 

14% 

Beverly  Hills,  Cal 

2.4 

S  Mark  Taper 

589 

39,631 

NYSE 

FNB 

3.29 

1.03 

19 

Chicago,  III 

9.5 

A  Robert  Abboud 

197 

100 

OTC 

— 

41.79 

5.00 

250 

Raleigh,  NC 

2.7 

Lewis  R  Holding 

758 

11,258 

NYSE 

FBT 

4.54 

1.22 

33% 

Houston,  Tex 

4.6 

James  A  Elkins  Jr 

Z90 

2,868 

OTC 

FEMP 

2.47 

none 

9 

Buffalo,  NY 

2.1 

Claude  F  Shuchter 

545 

1 1,714 

OTC 

FFBK 

0.83 

0.33 

5% 

Tampa,  Fla 

1.9 

Chester  H  Ferguson 

?57 

3,034 

OTC 

FHWN 

4.23 

1.90 

25% 

Honolulu,  Haw 

1.9 

John  D  Bellinger 

729 

19,782 

NYSE 

FIB 

4.05 

1.21 

33% 

Dallas,  Tex 

5.1 

Robert  H  Stewart  111 

337 

3,966 

OTC 

FKYN 

4.09 

1.49 

31% 

Louisville,  Ky 

2.2 

A  Stevens  Miles 

?55 

3,726 

OTC 

FMDB 

4.03 

1.22 

19% 

Baltimore,  Md 

2.2 

J  Owen  Cole 

arc  data 

adjusted  for  stock  splits 

and  stock  divi 

dends  through  May  14,  1979. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK  1978 

Assets 

Market 
Sales  Value 

Net 
Profits 

Company  ,and  fiscal  year  and' 

Assets 
iSOOOl 

Sales 
I  $000) 

Market  Value 
of  Common 
IS0001 

Net  PnJfc" 

278 

a 

■ 

. 

First  National  Bancnrp  (Dec) 

2,323,467 

175,113 

79,345 

i6.R  : 

38 

373 

469 

374 

First  National  Boston  [Dec) 

11,557,144 

1,131,419 

338,525 

62.9 

383 

■ 

■ 

■ 

First  National  Charter  Corp  (Dec) 

1,705.463 

116351 

97,942 

13,6  f- 

413 

■ 

■ 

■ 

First  National  Cincinnati  Corp  (Dec! 

1,615.208 

119,413 

117,900 

19,6  L 

197 

■ 

■ 

■ 

"First  National  Holding  Corp  (Dec) 

3,010,712 

234,867 

90,259 

1 ;  ; 

206 

■ 

a 

First  National  State  Bancorp  (Dec! 

2,878,250 

202,185 

87,550 

;  ■ 

■ 

412 

■ 

■ 

'First  National  Supermarkets  (.Marl 

118,923 

965,849 

33,160 

-l*  ■ 

429 

■ 

■ 

■ 

First  Oklahoma  Bancorporation  (Dec! 

1,551,449 

115,655 

123,102 

47 

■ 

■ 

■ 

First  Pennsylvania  Corp  (Dec! 

9.698,960 

745,731 

203.414 

169 

■ 

■ 

First  Security  Corp  (Dec! 

3,252,204 

283,120 

219,873 

273 

■ 

a 

'First  Tennessee  National  Corp  (Dec) 

2,335,946 

195,216 

94,616 

18,8 

439 

a 

■ 

■ 

"First  Texas  Financial  (Dec! 

1.528,853 

133.003 

86,735 

10,8-  B 

154 

■ 

■ 

■ 

First  L'nion  Bancorporation  [Dec* 

3,499,187 

248,548 

120,666 

211 

■ 

■ 

■ 

First  L'nion  Corp  (Dec! 

2,827,796 

230.830 

95,144 

- 

462 

■ 

■ 

■ 

First  L'nited  Bancorporation  (Dec! 

1,442,030 

107,938 

68,040 

478 

■ 

'First  \lrginia  Banks  (Dec! 

1,361,734 

1 14,981 

63,988 

 .  - 

110 

■ 

■ 

First  Wisconsin  Corp  (Dec* 

4,666,008 

326,208 

96,048 

7  .1 

■ 

307 

■ 

■ 

Fisher  Foods  (Dec! 

334,690 

1,451,676 

55,211 

-2 

373 

■ 

■ 

■ 

Flagship  Banks  (Dec! 

1,745,537 

147365 

66,884 

■ 

190 

■ 

■ 

Fleming  Companies  (Dec! 

266,253 

2,233,279 

100,400 

■ 

454 

■ 

Flickinger  (July! 

96,698 

869,508 

36,815 

5  70 

351 

■ 

■ 

■ 

Florida  National  Banks  of  Florida  (Dec! 

1,864,367 

121,464 

117,172 

14  71 

374 

■ 

381 

297 

Florida  Power  (Dec! 

1,739.081 

751,220 

445.403 

123 

274 

137 

84 

Florida  Power  &  Light  (Dec! 

4,460,145 

1,647,226 

1,053,229 

211  24 

■ 

139 

325 

305 

Fluor  (Oct! 

1,093,971 

2,865,772 

527,545 

78,3& 

285 

136 

207 

157 

FMC  i Dec) 

2,248,828 

2,912,766 

777,649 

140. 90" 

■ 

143 

■ 

■ 

Food  Fair  July! 

520,292 

2,785,899 

12,877 

-52,51 

19 

21 

5 

Ford  Motor  (Dec! 

22,085,312 

42,784,100 

5,035,454 

1.58S 

■ 

130 

■ 

493 

Foremost-McKesson  (.Marl 

1,037,066 

3,049,929 

250,275 

44,821 

■ 

■ 

333 

443 

Fort  Howard  Paper  (Dec! 

361354 

296,362 

517,363 

50.94; 

■ 

301 

■ 

■ 

Foster  Wheeler  (Dec! 

754,163 

1,488,433 

231,961 

■ 

■ 

377 

■ 

Freeport  Minerals  (Dec! 

452, 1 1 1 

304,425 

448,240 

2  7,09: 

472 

189 

491 

313 

Fruehauf  (Dec! 

1,403,957 

2,244,513 

316,583 

7  1 

■ 

276 

■ 

■ 

Fuqua  Industries  (Dec' 

761,553 

1,643,364 

109,451 

29,888 

■ 

388 

■ 

■ 

GAF  (Dec! 

785,264 

1,063,291 

150,184 

34  16J 


■ 

222 

■ 

■ 

Gamble-Skogmo  (Ian! 

1  001,087 

1,954,644 

104,432 

23,234 

■ 

■ 

130 

289 

Gannett  (Dec! 

670,124 

690,128 

1,095,605 

83  10-1 

■ 

■ 

432 

439 

">Gardner-Den\  er  (Dec! 

496,898 

651,977 

376,672 

51  44J 

314 

■ 

■ 

382 

GATX  (Dec! 

2,075,682 

743,997 

287,904 

61  91  j 

482 

■ 

■ 

378 

"GEICO(Dec! 

1,344,641 

668,436 

129,976 

62  40s] 

■ 

■ 

280 

■ 

General  American  Oil  Co  of  Texas  (June! 

355,680 

126,492 

609,224 

■ 

463 

■ 

■ 

General  Cable  (Dec! 

626,053 

847,993 

159,964 

370 

124 

185 

■ 

General  Dynamics  (Dec! 

1,778,723 

3,205,205 

839,520 

-48.0883 

27 

10 

5 

6 

General  Electric  (Decl 

15.036.000" 

19.653,800 

10,746,197 

1.229  700} 

252 

56 

82 

116 

General  Foods  j.Marl 

2,433,024 

5376,204 

1,603,584 

169.5M 

415 

117 

91 

164 

General  Mills  [May] 

1,612,700 

3,243,000 

1,479,532 

135.8011 

11 

1 

4 

2 

General  Motors  (Dec! 

30,417,200 

63,221.100 

15  333,908 

3,508,00(1 

■  Not  on  500  list. 

tt  Figures  include  unconsolidated  subsidiaries 

5  Name  to  be  changed  to  First  Atlanta  Corp. 

6  Data  reflect  operations  of  predecessor  company.  First  National  Store 
prior  to  merger  with  Pick-N-Pay  Supermarkets  on  May  25.  1978. 

7  Name  to  be  changed  to  First  Tennessee  Banks. 
s  Merged  into  Beneficial  Corp.,  4  6  79. 

*  Formerly  First  Virginia  Bankshares. 
10  To  be  merged  into  Cooper  Industries. 
"  Formerly  Government  Employees  Insurance. 
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A  Roster  of  the  US's  Biggest  Corporations 


 SHARE  DATA:  1978  

ish 

DW 

100) 

Share 
Outstanding 
(0001 

Where 
Traded 

Ticker 
Symbol 

Earnings 
Before 

Items 

Dividends 

»  '  i  1  1  M  I 

Price 
(Dec.  31) 

Corporate 
Headquarters 

NJ  1 1  mhpr  of 

Employees 
(000) 

Chief  Executive 

507 

4,737 

OTC 

FNTL 

3.60 

0.97 

16% 

Denver,  Colo 

2.5 

Theodore  D  Brown 

285 

12,310 

NYSE 

FB 

5.12 

1.91 

27Vi 

Boston,  Mass 

10.0 

Richard  D  Hill 

412 

3,767 

OTC 

FNCH 

3.59 

1.46 

26 

Kansas  City,  Mo 

1.7 

Gordon  E  Wells 

323 

4,500 

OTC 

FNAC 

4.37 

1.72 

26'A 

Cincinnati,  Ohio 

1.5 

William  N  Liggett 

549 

6,943 

OTC 

FNHG 

2.25 

0.83 

13 

Atlanta,  Ga 

3.6 

Thomas  R  Williams 

022 

4,120 

NYSE 

FNS 

3.84 

2.00 

21(4 

Newark,  NJ 

2.7 

Robert  R  Ferguson  Jr 

998 

4,145 

OTC 

FOOD 

-20.54 

0.02 

8 

Maple  Heights,  Ohio 

14.2 

Richard  I  Bogomolny 

656 

8,793 

OTC 

FOKL 

1.67 

0.24 

14 

Oklahoma  City,  Okla 

1.3 

Charles  A  Vose 

424 

15,352 

NYSE 

FPA 

1.98 

1.32 

13% 

Philadelphia,  Pa 

6.5 

John  R  Bunting 

681 

11,885 

OTC 

FSCO 

2.71 

0.86 

18% 

Salt  Lake  City,  Utah 

4.4 

George  S  Eccles 

862 

8,905 

OTC 

FTEN 

2.12 

0.52 

10% 

Memphis,  Tenn 

3.3 

Ronald  A  Terry 

421 

1,577 

OTC 

FTFC 

6.90 

0.40 

55 

Dallas,  Tex 

0.7 

Roger  J  Keane 

402 

4,641 

OTC 

FUBC 

5.34 

2.00 

26 

St  Louis,  Mo 

2.8 

Clarence  C  Barksdale 

394 

6,796 

OTC 

FUNC 

2.71 

0.86 

14 

Charlotte,  NC 

3.9 

C  Clifford  Cameron 

005 

3,024 

OTC 

FBFW 

3.90 

1.04 

22'/2 

Fort  Worth,  Tex 

1.2 

Paul  W  Mason 

464 

10,238 

NYSE 

FVB 

1.10 

0.47 

6'/4 

Falls  Church,  Va 

2.7 

Thomas  K  Malone  Ir 

903 

4,176 

NYSE 

FWB 

4.12 

1.76 

23 

Milwaukee,  Wise 

4.5 

Ha!  C  Kuehl 

166 

6,221 

NYSE 

FHR 

1.56 

0.60 

87s 

Bedford  Heights,  Ohio 

14.0 

John  Fazio 

737 

6,949 

OTC 

FLAG 

1.73 

0.28 

9% 

Miami  Beach,  Fla 

2.8 

Philip  F  Searle 

198 

6,275 

NYSE 

FLM 

2.33 

0.88 

16 

Oklahoma  City,  Okla 

7.5 

Richard  D  Harrison 

487 

2,727 

OTC 

FLIC 

2.05 

0.60 

13'/i 

Buffalo,  NY 

6.0 

Robert  F  Norris 

563 

7,499 

OTC 

FNBF 

1.96 

0.50 

155/s 

Jacksonville,  Fla 

2.6 

John  H  Manry  Jr 

070 

14,426 

NYSE 

FDP 

4.74 

2.55 

307s 

St  Petersburg,  Fla 

3.7 

Andrew  H  Hines  Jr 

589 

40,315 

NYSE 

FPL 

4.54 

2.00 

26'/s 

Miami,  Fla 

9.8 

Marshall  McDonald 

841 

15,866 

NYSE 

FLR 

4.63 

1.20 

33 'A 

Irvine,  Cal 

21.5 

J  Robert  Fluor 

137 

32,068 

NYSE 

FMC 

4.22 

1.25 

24'/4 

Chicago,  111 

45.9 

Robert  H  Malott 

182 

7,358 

NYSE 

FFS 

-7.13 

0.15 

1% 

Philadelphia,  Pa 

30.0 

Grant  C  Gentry 

600 

119,536 

NYSE 

F 

13.35 

3.50 

42  Vs 

Dearborn,  Mich 

506.5 

Henry  Ford  II 

547 

13,348 

NYSE 

FOR 

3.27 

1.17 

18% 

San  Francisco,  Cal 

17.1 

Thomas  E  Drohan 

267 

13,438 

NYSE 

FHP 

3.79 

0.92 

38  Vi 

Green  Bay,  Wise 

3.4 

Paul  J  Schierl 

269 

8,211 

NYSE 

FWC 

5.01 

1.10 

28  % 

Livingston,  NJ 

18.7 

Frank  A  Lee 

600 

13,953 

NYSE 

FT 

1.80 

1.60 

32'/s 

New  York,  NY 

3.5 

Paul  W  Douglas 

827 

12,118 

NYSE 

FTR 

6.34 

2.05 

26  % 

Detroit,  Mich 

36.1 

Frank  P  Coyer  Jr 

088 

12,690 

NYSE 

FQA 

2.25 

0.40 

8% 

Atlanta,  Ga 

19.4 

)ohn  B  Fuqua 

134 

13,203 

NYSE 

GAF 

2.29 

0.64 

11% 

New  York,  NY 

16.2 

lesse  Werner 

024 

4,036 

NYSE 

GSK 

5.47 

1.40 

25% 

Minneapolis,  Minn 

21.2 

Wayne  E  Matschullat 

266 

26,886 

NYSE 

GCI 

3.10 

1.35 

40% 

Rochester,  NY 

18.1 

Allen  H  Neuharth 

071 

19,072 

NYSE 

GDC 

2.70 

0.88 

19% 

Dallas,  Tex 

12.7 

Lynn  L  Leigh 

217 

11,996 

NYSE 

GMT 

4.84 

1.80 

24 

Chicago,  111 

11.0 

James  J  Glasser 

905 

18,568 

OTC 

GCOR 

2.99 

0.20 

7 

Washington,  DC 

5.9 

John  J  Byrne 

806 

14,168 

NYSE 

GAO 

1.63 

0.58 

43 

Dallas,  Tex 

1.6 

William  P  Barnes 

724 

11,426 

NYSE 

GK 

1.63 

1.05 

14 

Greenwich,  Conn 

24.0 

Robert  P  Jensen 

816 

26,400 

NYSE 

GD 

-1.80 

none 

317» 

St  Louis,  Mo 

77.1 

David  S  Lewis 

100 

228,036 

NYSE 

GE 

5.39 

2.40 

4714 

Fairfield,  Conn 

401.0 

Reginald  H  Jones 

043 

49,917 

NYSE 

GF 

3.40 

1.68 

32'/8 

White  Plains,  NY 

49.0 

James  L  Ferguson 

400 

49,942 

NYSE 

GIS 

2.72 

1.04 

29% 

Minneapolis,  Minn 

66.6 

E  Robert  Kinney 

300 

285,282 

NYSE 

GM 

12.24 

6.00 

53% 

Detroit,  Mich 

839.2 

Thomas  A  Murphy 

arc  data 

adjusted  for  stock  splits  and  stock  dividends  through  May  14,  1979. 
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The  Dimensions  of  American  Business: 


I 


WHERE  THEY  RANK:  1978  

Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Net  Profj 

Assets 

Sales 

Value 

Profits 

Company  (and  fiseal  year  end) 

($0001 

($000) 

($000) 

IS0CJ0I 

113 

3  3  3 

OOJ 

i  3c 

General  Public  Utilities  (Dec) 

A  C  1  "1  .1 0  3 

4,o  1  2,o8.3 

1 ,326,644 

i  f\s  /  /ir\i 

1 ,066,993 

—  - 
138,77 

7  70 

try 

a  ah 

40U 

I  /lO 

1 4y 

242 

General  Reinsurance  (Dec) 

T  3  1  3  7(1(1 

851,561 

963,765 

102,53 

oy4 

1  71 

Li  L 

oft  / 

General  Signal  (Dec) 

856,02 1 

1 ,029,861 

629,332 

60, 70 

26 

26 

30 

19 

General  Telephone  &  Electronics  (Dec) 

16,269,462 

8,723,483 

4,029,789 

627,15 

385 

196 

299 

221 

General  Tire  &  Rubber  (Nov) 

1,701,685 

2,199,220 

565,656 

1 15,51 

7Q  1 

Genesco  (July) 

426,953 

i   r\A  O  3  C  1 

1 ,1)48, .131 

48,895 

9,06 

1  AG 

1  3H 

ZoU 

Genuine  Parts  (Dec) 

4U8,U'8 

1 ,148,632 

699,889 

50,26 

1  A  1 
101 

73 

4o 

CA 

Georgia-Pacific  (Dec) 

3  3  a  a  nnn 

4,4U.7,IHXJ 

i  a  on  *\  A  c 

2,492,245 

302,00 

108 

107 

34 

44 

Getty  Oil  (Dec) 

4,718,289 

3,514,740 

3,101,314 

327,75 

■ 

386 

■ 

■ 

Giant  Food  (Feb) 

279,874 

1,080,842 

61,872 

16,95 

1  70 

Gibraltar  Financial  Corp  of  Calif  (Dec) 

7    1  7/1  7  UA 

o,  I  /o,  jo4 

Zoo,zy  f 

143, 162 

31,29' 

Ai7C 

T  A  1 
Zn  1 

ZU3 

i  co 
Z3?> 

oinette  (Dec) 

1    7  L11  7  A  (7 

i  ,zyz,z4u 

1    7  1  17  A  7  I 

779,614 

94,56 

1  1C\ 

Girard  (Dec) 

A  7  Ail  7  7  A 
4,Z4(S,oZ0 

■jnc  /i  1 1 
oU3,4!Z 

1 1 1,851 

23,05 

166 

■ 

■ 

■ 

Golden  West  Financial  (Dec) 

3,288,083 

265,201 

164,030 

35,04 

i 

338 

154 

■ 

336 

B  F  Goodrich  (Dec) 

1,930,551 

2,593,533 

285,454 

70,1  1 

1 

yy) 

3  1 
O  1 

1  zz 

77 

Goodyear  Tire  &  Rubber  (Dec) 

C  1  3  1    1  f77 

3,  Zo  1 , 1  Uv3 

7  ,1  Oil  t  fll 

^,4tsy,  iuz 

1, 153,502 

226, 1 2 

- 

4DV 

0  3A 

Zoo 

ZZ  / 

Z43 

vjouiu  ^uecj 

I  A  7(7  OA  7 
1  ,4ZU,yo.i 

1   WAO  OA  A 

i  ,rsoy,y44 

7  1  A  7  30 

l  u  1  ,Uo. 

p 

1  AO. 

1  on 

70 

/  y 

1  7A 
lo4 

i  14 

w  k  ijrace  ^Lieci 

7  7  Ail  A  7Q 

4,.^uy,  jfso 

i  ri7n  i  3  u 

1  70,40i 

■ 

■ 

370 

■ 

W  W  Grainger  (Dec) 

296,370 

603,960 

457,145 

39,94! 

483 

32 

■ 

■ 

Great  Atlantic  &  Pacific  Tea  (Feb) 

1,334,397" 

7,469,659 

143,129 

-52,  isj 

A\A 
414 

3C7 

J  54 

Great  Northern  Nekoosa  (Dec) 

OCA  inn 
y30,ZUU 

•i/cn  7iA 

yOU,  f  o4 

A  Qt7  0.O7 

AA  ZA  \ 

CA 
34 

4ZZ 

Zoo 

Great  Western  Financial  (Dec) 

U  A  Q  7  7  7M 

rt,4oo,Z 

/  14,30 1 

307  6.7  1 

Utl  AO* 

177 

Of  f 

7C 

/  J 

3C/1 
334 

307 

Greyhound  (Dec) 

1  77  Q  1  A.7 
I ,  I  ZD,  1  oZ 

A   7  0. 1  1 
4,o  j  i ,  1  04 

4Q7  C\Q  7 

■ 

306 

■ 

■ 

Grumman  (Dec) 

606,737 

1,455,448 

129,259 

19,96' 

119 

78 

250 

109 

Gulf  &  Western  Industries  (July) 

4,507,759 

4,311,956 

676,927 

180,5I< 

1  7 

1  1 

1  /I 

Z4 

1 5 

(      1.11  f\H 

Lrult  tin  (Dec) 

i  c  r\  7  *c  nr\n 
1  .\Uoo,UUU 

1  (S,Uov,LKJU 

1  ceo  mi 
4,Xi?S,UoZ 

791 ,001 

ol/ 

7  ~t  A 

003 

Gulf  States  Utilities  (Dec) 

Z,Lny,4Zr> 

7 1 7,958 

1  c  ri  ri/t  o 
4r>U,U4y 

70, 14< 

4oy 

A  C.A 

430 

tiuli  United  (Uec) 

1 ,44y,  1  i?/ 

TOO  CIO 

287, 144 

49,80- 

158 

42 

31 

36 

Halliburton  (Dec) 

3,397,202 

6,641,628 

3,876,840 

397,03! 

■ 

434 

■ 

■ 

Hammermill  Paper  (Dec) 

583,092 

912,294 

165,266 

26,05' 

■ 

Harris  Bankcorp  (Dec) 

C  1  3  O   1  O  /I 

o,zj8,  1 84 

420, 146 

1  7Q  A.7C\ 

7  7  A3' 
Z  /  ,Oo- 

A  CI 

77C 

ZZ3 

A  3iC 

Harris  Corp  (June) 

/ 1 8,8Uo 

U  71  1>1  O 

o  /  z,Z4y 

711  lie 
/  ZZ,»1  1  D 

3Z,  10. 

A  7  A 

4/4 

■ 

482 

Harsco  (Dec) 

48U,U5y 

O  1  ^  Old 

r>  14, oZU 

ion  1  in 
ZMU,4jU 

1 A  AC' 
40,43^: 

219 

■ 

■ 

■ 

Hartiord  [National  (Dec) 

2,71  7,014 

163,724 

Id  OO/l 

A  C7f 

382 

■ 

■ 

■ 

Hawaii  Bancorporation  (Dec) 

1,712,621 

137,745 

89,818 

16,32f 

v1  Q/1 

4(54 

ZUZ 

24y 

n  I  Heinz  (Apr) 

1    J  J  3  70A 

7  i  cn  m  7 
z,  1  iu,uz  r 

007  n  7  c 

00  /,y  /  3 

00  1 7 : 

yy,  1  f  1 

1  C\7 

■ 

Walter  E  Heller  International  (Dec) 

777  ^  1  C 

4, 1  f  f  ,  3  1  3 

7(7  77Z. 
4  /  U,  /  /  J 

1  O  1  7A1 

1  y  1 ,  r  Oo 

o4,fSD 

/I  1  o 

ZZo 

*y  a  i 
24 1 

Hercules  (Dec) 

1  ,jyo,:>yo 

i  t  ),1  A  /I  7  7 
1  ,V40,4  /  / 

oy4,uzz 

1  n  3  ")  A/i 

358 

285 

409 

Heublein  (June) 

i  i  on  im 

COA  0/1  t 

iyo,?s4 1 

CA  oc 
r>o,  DZ- 

434 

7  C7 

40 

lo4 

||,,..    1..**     11                 ,rf\       t  \  .  ■  t  \ 

riewieii-racKaru  iwcij 

I  A  £/)  (7(7(7 

i  71 «  nnn 

1,  /  Zo,UUU 

7  A  1  n  AWO 
z,o  1  U,Oo  V 

1  !ij,IM 

! 

■ 

■ 

313 

348 

Hilton  Hotels  (Dec) 

589,880 

444,065 

544,719 

67,594 

■ 

353 

351 

375 

Holiday  Inns  (Dec) 

1,196,006 

1,202,209 

489,956 

62,791 

: 

■ 

■ 

466 

■ 

Homestake  Mining  (Dec) 

194,057 

162,766 

340,140 

31,047 

212 

103 

90 

108 

Honeywell  (Dec) 

2,826,100" 

3,547,800 

1,490,080 

181, 50C 

1 

■ 

347 

■ 

■ 

George  A  Hormel  lOct) 

275,442 

1,244,865 

117,674 

20,035 

■ 

331 

■ 

Hospital  Corp  of  America  (Dec) 

854,945 

697,148 

518,988 

42,043 

493 

■ 

■ 

■ 

Hospital  Trust  Corp  (Dec) 

1,294,210 

102,714 

46,500 

9,021 

■  Not  on  500  list.  '  Assets  as  of  Nov.  25,  1978. 
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FORBES,  MAY  14,  19'  ; 


A  Roster  of  the  US's  Biggest  Corporations 


SHARE  DATA:  1978 

Earnings 

asn 

snares 

Before 

\^  -i  r  1^  f*t 
IVldl  KH 

INUH1UCI  Ul 

low 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

000) 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(0001 

Chief  Executive 

J,  722 

60,971 

N-ysE 

GPU 

2.30 

1.77 

17'/2 

Parsippany,  NJ 

11.6 

William  G  Kuhns 

1,539 

5,445 

OTC 

GREI 

18.83 

2.60 

177 

Greenwich  Conn 

1.1 

Harold  J  Hudson  Jr 

i,915 

23,417 

NYSE 

GSX 

2.93 

0.85 

26% 

Stamford,  Conn 

25.1 

Nathan  R  Owen 

>,641 

142,019 

NYSE 

GTE 

4.26 

2.30 

28% 

Stamford,  Conn 

213.5 

Theodore  F  Brophy 

',066 

23,195 

NYSE 

GY 

4.97 

1.31 

24'/2 

Akron,  Ohio 

42.1 

Michael  G  O'Neil 

1,093 

12,618 

NYSE 

GCO 

0.44 

none 

3% 

Nashville,  Tenn 

36.0 

John  L  Hanigan 

>,460 

27,005 

NYSE 

GPC 

1.86 

0.70 

25% 

Atlanta  Ga 

11.4 

Wilton  D  Looney 

>,000 

102,773 

NYSE 

GP 

2.93 

1.03 

24 '/4 

Portland,  Ore 

40.0 

Robert  E  Flowerree 

5,025 

82,154 

NYSE 

GET 

3.98 

1.08 

37% 

Los  Angeles,  Cal 

14.2 

Harold  E  Berg 

),394 

3,278 

ASE 

GFS  A 

5.09 

1.28 

18% 

Washington,  DC 

12.0 

Israel  Cohen 

1,248 

13,967 

NYSE 

GFC 

2.24 

0.45 

10 'A 

Beverly  Hills,  Cal 

1.1 

Herbert  J  Young 

1,086 

30, 130 

NYSE 

GS 

3.14 

1.55 

25% 

Boston,  Mass 

31.7 

Colman  M  Mockler  Jr 

>,184 

5,027 

OTC 

GIRA 

4.63 

1.66 

22 '/4 

Bala  Cynwyd,  Pa 

3.4 

William  B  Eagleson  Jr 

',499 

13,960 

NYSE 

GDW 

2.99 

0.50 

11% 

Oakland,  Cal 

1.1 

Herbert  M  Sandler 

>,146 

16,429 

NYSE 

GR 

4.39 

1.32 

173/8 

Akron,  Ohio 

40.6 

O  Pendleton  Thomas 

),149 

71,535 

NYSE 

GT 

3.12 

1.30 

16'/8 

Akron,  Ohio 

155.6 

Charles  J  Pilliod  Jr 

',240 

27,435 

NYSE 

GLD 

3.77 

1.48 

26'/s 

Rolling  Meadows,  111 

38.9 

William  T  Ylvisaker 

),233 

41,358 

NYSE 

GRA 

4.23 

1.85 

25% 

New  York,  NY 

66.8 

J  Peter  Grace 

>,932 

14,066 

NYSE 

GWW 

2.84 

0.71 

32'/2 

Chicago,  111 

5.4 

David  W  Grainger 

NA 

24,892 

NYSE 

GAP 

-2.10 

0.10 

5% 

Montvale,  NJ 

65.0 

Jonathan  L  Scott 

1,152 

15,822 

NYSE 

GNN 

4.23 

1.25 

30% 

Stamford,  Conn 

12.4 

Samuel  A  Casey 

i,791 

22,404 

NYSE 

GWF 

4.01 

0.67 

17% 

Beverly  Hills,  Cal 

2.1 

Stuart  Davis 

,369 

43,917 

NYSE 

G 

1.33 

1.04 

11 

Phoenix,  Ariz 

50.9 

Gerald  H  Trainman 

>,848 

8,476 

NYSE 

GQ 

2.43 

1.15 

15% 

Bethpage,  NY 

26.0 

John  C  Bierwirth 

,464 

47,924 

NYSE 

GW 

3.53 

0.68 

14'/8 

New  York,  NY 

113.0 

Charles  G  Bluhdorn 

,000 

194,996 

NYSE 

GO 

4.06 

1.90 

23% 

Pittsburgh,  Pa 

58.3 

Jerry  McAfee 

,719 

38,302 

NYSE 

GTU 

1.73 

1.24 

11% 

Beaumont  Tex 

3.7 

W  Donham  Crawford 

.,657 

22,088 

NYSE 

GHC 

2.22 

0.82 

13 

Jacksonville,  Fla 

6.0 

E  Grant  Fitts 

,913 

58,740 

NYSE 

HAL 

6.76 

1.50 

66 

Dallas,  Tex 

110.4 

John  P  Harbin 

1,490 

7,555 

NYSE 

HML 

3.35 

1.33 

21% 

Erie,  Pa 

11.6 

Albert  F  Duval 

,342 

6,780 

NYSE 

HBC 

4.09 

1.66 

26'/2 

Chicago,  111 

3.7 

Charles  M  Bliss 

,673 

25,124 

NYSE 

HRS 

2.11 

0.55 

28% 

Melbourne  Fla 

18.7 

Joseph  A  Boyd 

1,835 

9,670 

NYSE 

HSC 

4.81 

1.65 

29 

Wormleysburg,  Pa 

14.8 

Jeffrey  J  Burdge 

,282 

2,799 

OTC 

HNAT 

2.35 

1.05 

14 'A 

Hartford,  Conn 

2.6 

Robert  L  Newell 

»,093 

7,258 

OTC 

HWBN 

2.25 

0.80 

12% 

Honolulu,  Haw 

2.3 

Wilson  P  Cannon 

1,735 

22,339 

NYSE 

HNZ 

4  25 

1.61 

39% 

Pittsburgh,  Pa 

34.0 

R  Burt  Gookin 

,724 

1 1,622 

NYSE 

HLR 

2.97 

1.05 

16'/2 

Chicago,  111 

4.2 

Franklin  A  Cole 

»,947 

42,383 

NYSE 

HPC 

2.36 

1.00 

16% 

Wilmington,  Del 

24.5 

Alexander  F  Giacco 

,549 

21,221 

NYSE 

HBL 

2.66 

1.40 

28 '/s 

Farmington,  Conn 

22.8 

Stuart  D  Watson 

,000 

29,048 

NYSE 

HWP 

5.27 

0.50 

89% 

Palo  Alto,  Cal 

42.4 

John  A  Young 

1,625 

24,345 

NYSE 

HLT 

2.62 

0.74 

22% 

Beverly  Hills,  Cal 

27.0 

Barron  Hilton 

1,615 

29,921 

NYSE 

HI  A 
nin 

0.54 

16% 

Memphis,  Tenn 

34.1 

Roy  E  Winegardner 

>,080 

11,338 

NYSE 

HM 

2.74 

1.33 

30 

San  Francisco,  Cal 

2.2 

Harry  M  Conger 

1,600 

21,440 

NYSE 

HON 

8.48 

2.05 

69'/2 

Minneapolis,  Minn 

86.3 

Edson  W  Spencer 

,590 

4,803 

ASE 

HRL 

4.17 

1.36 

24 '/2 

Austin,  Minn 

8.4 

Ira  J  Holton 

»,235 

17,016 

NYSE 

HSP 

2.39 

0.34 

30'/2 

Nashville,  Tenn 

50.0 

Donald  S  MacNaughton 

,263 

2,000 

OTC 

HTCO 

4.51 

1.97 

23 '/4 

Providence,  RI 

1.6 

Henry  S  Woodbridge  Jr 

nare  data 

adiusted  for  stock  splits  and  stock  div 

dends  through  May  14,  1979. 

Not  available. 

3ES,  MAY  14,  1979 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK:  1978 

Market  Value 

Market 

Net 

Assets 

Sales 

of  Common 

Net  Profi 

Assets 

Sales 

Value 

Profits 

Company  land  fiscal  year  endl 

($000) 

($000| 

($000) 

|$000l 

88 

69 

201 

133 

ttHousehold  Finance  (Dec) 

5,449,000 

4,544,700 

802,445 

153,2(1 

163 

326 

1 8 1 

185 

Houston  Industries  (Dec) 

3,314,761 

1,349,438 

851,061 

128,65 

471 

287 

176 

173 

Houston  Natural  Gas  (July) 

1,41 1,373 

1,554,002 

856,791 

13l,4fc 

■ 

379 

414 

Houston  Oil  &  Minerals  (Dec) 

632,222 

325,673 

446,413 

55,5lk 

■ 

• 

312 

338 

Hughes  Tool  (Dec) 

669,388 

659,405 

545,000 

69,6ft 

288 

■ 

■ 

Huntington  Bancshares  (Dec) 

2,243,382 

1 78,482 

89,948 

I8,16( 

349 

■ 

■ 

E  F  Hutton  Group  (Dec) 

1,872,959 

521,642 

100,475 

28,24: 

■ 

■ 

41  1 

Hyster  (Jan) 

399,930 

592, 1 78 

193,887 

56,16 

173 

149 

430 

255 

IC  Industries  (Dec) 

3,223,842 

2,670,462 

379,222 

97,10 

438 

■ 

■ 

Idaho  First  National  Bank  (Dec) 

1,533,318 

1  19,134 

129,083 

16,24 

■ 

423 

Ideal  Basic  Industries  (Dec) 

489,052 

410,038 

288,663 

54,37 

336 

294 

292 

Illinois  Power  (Dec) 

1,938,506 

672,014 

579,534 

82,36 

80 

■ 

340 

Imperial  Corp  of  America  (Dec) 

5,741,647 

490,184 

224,138 

68,76; 

36 

8 1 

153 

83 

INA  (Dec) 

11,933,702 

4,225,132 

955,738 

21 1,38 

306 

■ 

■ 

Indiana  National  Corp  (Dec) 

2,103,747 

171,403 

51,912 

1,10 

213 

■ 

Industrial  National  Corp  (Dec) 

2,818,044 

248,412 

98,410 

19,77 

364 

■ 

■ 

Industrial  Valley  Bank  &  Trust  (Dec) 

1,790,254 

151,974 

63,896 

10,34! 

330 

180 

160 

170 

Ingersoll-Rand  (Dec) 

1,996,947 

2,331,470 

919,803 

133, 12J 

236 

1 16 

221 

129 

Inland  Steel  (Dec) 

2,597,552 

3,248,008 

729,890 

158,31 

■ 

■ 

260 

498 

Intel  (Dec) 

356,565 

400,620 

657,212 

44,31 

■ 

241 

329 

261 

Interco  (Feb) 

1,003,075 

1,851,458 

522,936 

92,57 

■ 

429 

■ 

■ 

Interlake  (Dec) 

658,415 

921,127 

137,057 

10,48 

21 

9 

1 

3 

International  Business  Machines  (Dec) 

20,771,374 

21,076,089 

43,524,285 

3,1 10,56 

■ 

■ 

174 

410 

International  Flavors  &  FragTances  (Dec) 

345,073 

365,881 

865,856 

56,19 

128 

40 

131 

102 

International  Harvester  (Oct) 

4,316,105 

6,664,347 

1 ,090,328 

186,68 

455 

324 

271 

205 

International  Minerals  &  Chemical  (lune) 

1,461,900 

1,364,400 

630,559 

120,10 

■ 

470 

■ 

■ 

International  Multifoods  (Feb) 

331,733 

822,676 

142,218 

22,441 

133 

83 

74 

72 

International  Paper  (Dec) 

4,099,249 

4,150,210 

1,739,627 

234,21 

17 

37 

18 

ttlnternational  Tel  &  Tel  (Dec) 

23,341,596 

19,398,702 

3,028,995 

654,25 

241 

■ 

■ 

■ 

Investors  Diversified  Services  (Dec) 

2,570,551 

478,918 

260,784 

39,26 

■ 

133 

■ 

Iowa  Beef  Processors  (Oct) 

354,778 

2,968,099 

192,610 

33,58 

487 

475 

Itel  (Dec) 

1 .320,300 

688,700 

288,150 

47,2C 

216 

162 

487 

■ 

IU  International  (Dec) 

2,793,474 

2,520,546 

317,617 

12,06 

231 

242 

272 

Jefferson  Pilot  (Dec) 

2,618,144 

685,528 

692,090 

88,2? 

■ 

106 

■ 

■ 

Jewel  Companies  (Jan) 

958,138 

3,516,352 

223,951 

41,14 

270 

403 

171 

Z/4 

Jim  Walter  (Aug) 

1,0/ 

A  1  A  1  TO 

JJ7  7  = 

o  / ,  / 

290 

272 

350 

199 

Johns-Manville  (Dec) 

2,216,955 

1,654,876 

493,519 

121,6C 

263 

1  Uo 

AO 

57 

Johnson  &  Johnson  (Dec) 

2,382,369 

3,497,334 

4,414,159 

299,0f 

■ 

480 

■ 

Johnson  Controls  (Dec) 

628,278 

599,925 

322,266 

37,2C 

■ 

447 

■ 

Joy  Manufacturing  (Sept) 

(SOS,  709 

714,404 

360,306 

39,05 

106 

1 7 

45 

43 

K  mart  (Jan) 

4,836,260 

11,812,810 

2,748,195 

343, 7C 

224 

165 

229 

145 

Kaiser  Aluminum  &  Chemical  (Dec) 

2,6/9,  lUU 

2,466,IXJU 

701,243 

145,5C 

■ 

417 

■ 

■ 

Kane  Miller  (Dec) 

243,126 

958,836 

24,453 

3,2f 

■ 

265 

100 

146 

Kellogg  (Dec) 

941,900 

1,690,600 

1,404,052 

145, 1C 

422 

420 

■ 

331 

Kemper  Corp  (Dec) 

1,592,329 

948,017 

242,703 

70,3:- 

232 

232 

258 

■ 

Kennecott  Copper  (Dec) 

2,616,026 

1,885,885 

658,499 

5,01 

327 

209 

113 

213 

Kerr-McGee  (Dec) 

2,021,742 

2,072,443 

1,234,672 

118,15 

■  Not  or.  500  list. 

tt  Figures  include  unconsolidated  subsidiaries 
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FORBES,  MAY  14,  1 


A  Roster  of  the  US's  Biggest  Corporations 


SHARE  DATA-  1978 

Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

II 
'/ 

(0001 

Symbol 

Items 

Dividends 

[uec.  o  1 1 

Headquarters 

Chief  Executive 

10 

45,854 

NYSE 

HFC 

3.18 

1.34 

17'/2 

Prospect  Heights,  111 

74.0 

Gilbert  R  Ellis 

.0 

31,089 

NYSE 

HOU 

4.21 

2.12 

27% 

Houston,  Tex 

7.3 

Don  D  Jordan 

1 
1 

JO,  / 

MVCC 
IN  I  JL 

HNG 

3.34 

n 

u.y  j 

1 1  !/-, 
ZZ  78 

Houston,  Tex 

1  1 .4 

Robert  R  Herring 

4 

i7,IWJ 

ASF 

AOL 

HOI 

1.82 

n  «n 
U.fSU 

1  J  78 

Houston,  Tex 

n  0 
u.y 

Joseph  C  Walter  Jr 

1 1  689 

NYSE 

HT 

4.88 

U.o  1 

/I  A5/„ 
40/B 

Houston,  Tex 

1 1  A 

1 1.0 

Raymond  M  Holliday 

9 

2,833 

OTC 

HBAN 

6.42 

1.70 

313/4 

Columbus,  Ohio 

2.6 

Arthur  D  Herrmann 

0 

6,643 

NYSE 

EFH 

4.10 

0.68 

15% 

New  York,  NY 

7.9 

Robert  M  Foraon 

o 
y 

o,uiz 

V  /  I  ^ 

HYST 

9.38 

i  ^n 

OZ  74 

Portland,  Ore 

0  A 

vvimam  ri  Kilkenny 

Q 

1  J,Ojo 

IN  I  JL 

ICX 

5.23 

i  An 

Z4  74 

Chicago,  111 

A^  1 

William  B  Johnson 

-a 
o 

ATp 
U1C 

IDNB 

3.05 

n  7c 

U.  /  o 

1/11/ 
Z4  74 

Boise,  Ida 

o  n 

z.U 

Thomas  C  Frye 

9 

13,196 

NYSE 

IDL 

4.11 

1.45 

21% 

Denver,  Colo 

4.1 

John  A  Love 

4 

25,474 

NYSE 

IPC 

2.74 

2.28 

22% 

Decatur,  111 

3.8 

Wendell  J  Kelley 

O 

13  900 

NYSE 

ICA 

4.96 

U.oU 

1  A 'A 

10/8 

San  Diego,  Cal 

1  A 

V  L.  VlSKaS 

c 

Z  J,  1J1 

MVCC 
1>  I  JL. 

INA 

8.37 

Z.JO 

Philadelphia,  Pa 

17  n 

0  /  .u 

O  >  1 .  li  C  Con  1 

Kaipn  3  daui 

O 

y 

4  944 

CSTC 

INAT 

0.22 

none 

i  n  I/-. 

1  U  72 

Indianapolis,  Ind 

Z.  1 

Thomas  W  Binford 

3 

6,056 

NYSE 

INB 

3.15 

1.32 

16 'A 

Providence,  RI 

3.3 

John  J  Cummings  Jr 

5 

2,608 

OTC 

IBKT 

4.54 

2.05 

24'/2 

lenkintown,  Pa 

1.8 

Richard  W  Havens 

Q 
O 

1  ft  OAs 

NYSE 

IR 

6.65 

*  on 

A  ft  1A 

WOOUC11LT  L3KC,  IN] 

-1ft  7 

William  L  Wearly 

c 

D 

in  ft^A 

ZUjCj'-t 

In  I  jl 

IAD 

7.61 

i  un 

Z.oU 

OJ 

Chicago,  111 

^IA  1 

Frederick  G  Jaicks 

Q 
O 

1  3  977 

OTP 

INTC 

3.24 

none 

Santa  Clara,  Cal 

1  n  0 
iu.y 

Gordon  E  Moore 

6 

14,526 

NYSE 

ISS 

6.37 

2.05 

36 

St  Louis,  Mo 

43.0 

William  L  Edwards  Jr 

0 

5,959 

NYSE 

IK 

1.77 

2.20 

23 

Oak  Brook,  111 

12.7 

Reynold  C  MacDonald 

O 

^ft3  OAH 

In  I  jl 

IBM 

5.32 

1  ftft 

7/1  V- 

Armonk,  NY 

oZ  j.j 

Frank  T  Cary 

9 

ash 

NYSE 

IFF 

1.53 

0  59 

235/h 

Mpw  Ynrlr  MY 

1NCW    IUIK,  IN  I 

3  5 

Hpnrv  (  .  Walfpr  Ir 

o 

oU,U/  o 

IN  I  ot, 

HR 

6.14 

Tin 
Z.  1  u 

3A1A 
JO  74 

Chicago,  111 

y.j.3 

/\rcnie  k  /vic^arueii 

0 

17,825 

NYSE 

IGL 

6.61 

260 

353/» 

Northbrook,  111 

9.9 

Richard  A  Lenon 

6 

7,901 

NYSE 

IMC 

2.83 

1.05 

18 

Minneapolis,  Minn 

8.1 

William  G  Phillips 

o 

47  661 

MVQP 

IN  I  JL 

IP 

4.94 

i  nn 

JO  /2 

iNew  lorK,  in  I 

jI.o 

J  Stanford  Smith 

110  1  8^ 

X  i Z,  loj 

MVQP 

IN  I  JL 

ITT 

4.61 

i  nn 
z.uu 

1  7 

Z  / 

Mow  Vnrl/  MV 

iNew  iorK,  in  i 

2  70  n 
0 1  y.u 

Lyman  C  Hamilton  Jr 

7 

7  1AA 

A  QP 
not 

IDS  A 

5.39 

1  1  ft 
1  .Zo 

3A 
OO 

Minneapolis,  Minn 

1  0 
1  .y 

Charles  R  Orem 

2 

9,064 

NYSE 

IBP 

3.46 

0.26 

21v4 

Dakota  City,  Neb 

9.4 

J  Fred  Haigler 

0 

11,300 

NYSE 

I 

3.86 

0.55 

25% 

San  Francisco,  Cal 

6.4 

Peter  S  Redfield 

3 

30  987 

MVQP 

IN  I  JL 

IU 

0.30 

n 

u.yo 

i  n<A 

1 U  /4 

Philadelphia,  Pa 

ai  n 

John  Seabrook 

2 

MVQP 

IN  I  JL 

IP 

3.83 

i  n  i 

1  .U  1 

OU  /4 

Greensboro,  NC 

a  n 

O.U 

VV  Roger  Soles 

A 
*f 

11   1  9  Q 
11,1  -io 

MVCP 

IN  I  JL 

JWL 

3.59 

1  IT 

I. Of 

ZU  78 

Chicago,  III 

Donald  S  Perkins 

0 

15,631 

NYSE 

IWC 

5.05 

1.50 

26  Va 

Tampa,  Fla 

25.6 

James  W  Walter 

6 

21,813 

NYSE 

JM 

5.62 

1.80 

22% 

Denver,  Colo 

25.8 

John  A  McKinney 

2 

59,853 

NYSE 

IN) 

5.00 

1.70 

734V 

New  Brunswick,  NJ 

67.0 

James  E  Burke 

1 2  763 

in  r  '  t 

ICI 

3.75 

i  ni 

1  -Uo 

Z  3  74 

Milwaukee,  Wise 

10  w 

ii.o 

Fred  L  Brengel 

12  984 

IN  I  JL 

JOY 

3.01 

1  ^7 
l. Of 

T7V. 
Z  f  /4 

Pittsburgh,  Pa 

1  z.o 

llii)!..    \A'  \A/  ■  I    r»  c  \r 
)d\\i(  S   »*  IILUlh 

7 

122  142 

in  i  j>n 

KM 

2.74 

n  Aft 

T)  IA 

ZZ  72 

Troy,  Mich 

Zlj.o 

Robert  E  Dewar 

0 

40,071 

NYSE 

KLU 

3.58 

0.85 

1  7I/2 

26.9 

Cornell  C  iWaier 

7 

3,691 

NYSE 

KML 

0.92 

0.28 

65/8 

Tarrytown,  NY 

5.5 

Stanley  B  Kane 

0 

76,411 

NYSE 

K 

1.90 

1.20 

18% 

Battle  Creek,  Mich 

20.9 

William  E  LaMothe 

2 

8,989 

OTC 

KEMC 

7.95 

1.20 

27 

Long  Grove,  111 

11.0 

Joseph  E  Luecke 

4 

33,132 

NYSE 

KN 

0.15 

0.60 

197/s 

New  York,  NY 

34.8 

Thomas  D  Barrow 

5 

25,857 

NYSE 

KMC 

4.57 

1.25 

47% 

Oklahoma  City,  Okla 

11.1 

Dean  A  McGee 

e  data  adjusted  for  i 

•tock  splits 

and  stock  divi 

dends  through  May  14,  1979. 

MAY  14,  1979 
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The  Dimensions  of  American  Business: 

! 

■ 

WHERE  THEY  RANK:  1978 

Assets 

Market 
Sales  Value 

Net 
Profits 

Company  (and  fiscal  year  endl 

Assets 
($000) 

Sales 
($000) 

Market  Value 
of  Common 
($000) 

Net  1'rol 

($000 

345 

■ 

■ 

■ 

l2Key  Banks  (Dec) 

1,894,137 

141,420 

67,639 

14,9s; 

492 

235 

■ 

341 

Walter  Kidde  (Dec) 

1,299,809 

1,878,473 

290,916 

68  72 

359 

227 

152 

140 

Kimberly-Clark  (Dec) 

1,825,818 

1,910,617 

956,271 

148,7(< 

■ 

447 

226 

312 

Knight-Ridder  Newspapers  (Dec) 

670,031 

878,875 

718,683 

76,7: 

■ 

285 

340 

317 

Koppers  (Dec) 

1 ,034,207 

1,581,876 

504,876 

76,0 ) 

280 

52 

1  10 

106 

Kraft  (Dec) 

2,300,891 

5,669,872 

1,248,615 

184.0C 

395 

29 

353 

285 

Kroger  (Dec) 

1,653,029 

7,828,071 

485,618 

84, 5  Si 

■ 

364 

■ 

467 

Lear  Siegler  (June) 

613,640 

1,155,167 

235,386 

48, 2C 

■ 

471 

■ 

■ 

Leaseway  Transportation  (Dec) 

672,740 

821,525 

263,062 

39,4« 

■ 

268 

215 

147 

Levi  Strauss  (Nov) 

973,874 

1,682,019 

762,263 

144,9<1 

m. 

378 

■ 

360 

Libbey  Owens-Ford  (Decl 

725,254 

1,107,128 

264,535 

65,8C 

500 

■ 

■ 

■ 

Liberty  National  Corp  (Dec) 

1,267,738 

83, 1 83 

42,203 

6,36 

361 

■ 

404 

406 

Liberty  National  Life  Insurance  (Dec) 

1,805,380 

370,012 

417,274 

56,8C 

■ 

461 

■ 

405 

Liggett  Group  (Dec) 

762,071 

849,065 

303,521 

56,8? 

15 

320 

240 

33 

59 

Eli  Lilly  (Dec) 

2,049,901 

1,852,090 

3,489,657 

277,4? 

185 

■ 

■ 

■ 

Lincoln  First  Banks  (Dec) 

3,135,439 

248,673 

73,991 

16,67 

70 

198 

200 

132 

Lincoln  National  Corp  (Dec) 

6,858,605 

2, 1 93,3 1 8 

804,268 

154,51 

282 

99 

232 

■ 

Litton  Industries  (July) 

2,278,945 

3,653,209 

697,787 

-90,84 

388 

109 

■ 

364 

Lockheed  (Dec) 

1,691,700 

3,485,000 

226,181 

64,90 

62 

120 

363 

135 

Loews  (Dec) 

7,745,867 

3,237,929 

475,839 

151,24 

■ 

382 

■ 

488 

Lone  Star  Industries  (Dec) 

738,258 

1,091,815 

237,762 

45,37 

195 

439 

168 

154 

Long  Island  Lighting  (Dec) 

3,016,713 

898,971 

886,892 

141,99 

■ 

■ 

190 

247 

Louisiana  Land  &  Exploration  (Dec) 

890,420 

533,071 

816,549 

100,35 

■ 

392 

328 

296 

Louisiana-Pacific  (Dec) 

1,016,160 

1,042,100 

525,750 

81,67 

■ 

485 

■ 

■ 

Lowe's  Companies  (Jan) 

268,818 

793,125 

234,396 

23,72 

147 

57 

■ 

■ 

LTV  (Dec) 

3,720,261 

5,260,537 

166,062 

26,48 

■ 

■ 

161 

308 

Lubrizol  (Dec) 

441,735 

595,257 

915,046 

77,36 

■ 

67 

236 

298 

Lucky  Stores  (fan) 

1,042,846 

4,658,409 

695,271 

80,40 

■ 

243 

442 

379 

R  H  Macy  (July) 

1,053,430 

1,834,100 

369,834 

62,16 

■ 

321 

■ 

■ 

Malone  &  Hyde  (June) 

201,513 

1,383,187 

206,397 

18,09 

7 

150 

138 

107 

Manufacturers  Hanover  Corp  (Dec) 

40,605,849 

2,623,557 

1,052,285 

181,89 

129 

■ 

■ 

■ 

Manufacturers  National  Corp  (Dec) 

4,291,515 

304,574 

126,452 

30,84 

■ 

■ 

314 

386 

MAPCO  (Dec) 

719,786 

571,815 

543,890 

60,78 

146 

70 

79 

98 

Marathon  Oil  (Dec) 

3.758,162 

4,509,390 

1,655,804 

197,06 

435 

■ 

■ 

a 

Marine  Corp  (Dec) 

1,537,588 

120,284 

48,024 

10,28 

30 

397 

■ 

■ 

Marine  Midland  Banks  (Dec) 

14,289,371 

1,007,850 

187,245 

24,51 

- 

■ 

346 

382 

425 

Marriott  (Dec) 

1,000,255 

1,249,595 

445,169 

54,3Q 

■ 

■ 

178 

342 

Marsh  &  McLennan  Companies  (Dec) 

324,628 

474,906 

852,437 

68,2q 

1 

348 

■ 

■ 

■ 

Marshall  &  Ilsley  Corp  (Dec) 

1,883,114 

138,790 

93,386 

15,33| 

427 

251 

210 

162 

Martin  Marietta  (Dec) 

1,565,234 

1,758,297 

766,440 

136  00 

: . 

174 

■ 

■ 

■ 

Maryland  National  (Dec) 

3,215,852 

264,725 

103,385 

21,08! 

■ 

■ 

337 

392 

Masco  Corp  (Dec) 

659,948 

585,660 

507,091 

60,18 

■ 

■ 

■ 

497 

Masonite  (Aug) 

364,309 

529,024 

305,631 

44,48) 

365 

156 

323 

267 

May  Department  Stores  (Jan) 

1,788,754 

2,582,540 

528,491 

90,00 

■ 

325 

■ 

■ 

Oscar  Mayer  (Oct) 

403,848 

1,349,861 

274,896 

26,03. 

341 

354 

148 

186 

ttMCA  iDec) 

1,912,578 

1,192,950 

967,407 

128,37 

178  ■ 

338 

247 

128 

J  Ray  McDermott  (Mar) 

3,182,807 

1,293,711 

683,872 

159,09) 

•  Not  on  500  list, 
tt  Figures  include  unconso] 

idated  subsidiaries 

12  Formerly  First  Commercial 

Banks. 
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SHARE  DATA:  1978- 
Earnings 


lash 
:low 
5000) 

Shares 
Outstanding 
(0001 

Where 
Traded 

Ticker 
Symbol 

Before 
Extraordinary 
Items  D 

ividends 

Market 
Pric? 
(Dec.  31) 

Corporate 
Headquarters 

Number  of 
Employees 
(0001 

Chief  Executive 

7,124 

5,203 

OTC 

KEYB 

2.88 

1.10 

13 

Albany,  NY 

2.5 

Victor  J  Riley  Jr 

4,434 

10,075 

NYSE 

KDE 

6.12 

1.45 

287k 

Clifton,  N) 

47.0 

Fred  R  Sullivan 

2,520 

23,395 

NYSE 

KMB 

6.36 

2.50 

40% 

Neenah,  Wise 

29.9 

Darwin  E  Smith 

8,577 

31,765 

NYSE 

KRN 

2.34 

0.55 

22% 

Miami,  Fla 

14.5 

Alvah  H  Chapman  Jr 

8,662 

25,087 

NYSE 

KOP 

3.01 

1.13 

20'/« 

Pittsburgh,  Pa 

21.0 

Fletcher  L  Byrom 

8,538 

27,902 

NYSE 

KRA 

6.57  - 

2.65 

44% 

Glenview,  111 

46.9 

William  O  Beers 

9,775 

27,262 

NYSE 

KR 

3.1 1 

0.89 

177s 

Cincinnati,  Ohio 

107.1 

Lyle  I  Everingham 

1,481 

13,077 

NYSE 

LSI 

3.55 

0.75 

18 

Santa  Monica,  Cal 

24.9 

Robert  T  Campion 

6,684 

1 1,823 

NYSE 

LTC 

3.34 

1.07 

22  Vi 

Cleveland,  Ohio 

17.0 

Robert  A  Burgin 

2,575 

21,857 

NYSE 

LVI 

6.56 

1.50 

347s 

San  Francisco,  Cal 

3§.l 

Peter  E  Haas 

9,062 

11,080 

NYSE 

LOF 

5.50 

2.30 

237s 

Toledo,  Ohio 

21.6 

Don  T  McKone 

6,927 

1,655 

OTC 

LIBN 

3.46 

1.15 

25  Vi 

Oklahoma  City,  Okla 

0.7 

John  W  McLean 

9,006 

18,967 

OTC 

LNAT 

2.99 

0.91 

22 

Birmingham,  Ala 

4.5 

Frank  P  Samford  Jr 

5,869 

8,373 

NYSE 

LGT 

6.26 

2.50 

36% 

Durham,  NC 

8.2 

Raymond  J  Mulligan 

2,538 

72,891 

NYSE 

LLY 

3,81 

1.65 

477» 

Indianapolis,  Ind 

25.4 

Richard  D  Wood 

2,351 

3,217 

OTC 

LFBK 

4.53 

1.88 

23 

Rochester,  NY 

3.3 

Alexander  D  Hargrave 

5,344 

22,497 

NYSE 

LNC 

6.49 

2.20 

35% 

Fort  Wayne,  Ind 

16.5 

Ian  M  Rolland 

1,324 

35,556 

NYSE 

LIT 

-2.60 

none 

19% 

Beverly  Hills,  Cal 

90.4 

Charles  B  Thornton 

5,500 

1 1,599 

NYSE 

LK 

4.21 

none 

19'/2 

Burbank,  Cal 

61.5 

Roy  A  Anderson 

6,576 

1 1,466 

NYSE 

LTR 

13.01 

1.20 

41'/2 

New  York,  NY 

25.3 

Laurence  A  Tisch 

3,521 

11,255 

NYSE 

LCE 

4.02 

1.20 

21% 

Greenwich,  Conn 

13.8 

James  E  Stewart 

3,185 

51,414 

NYSE 

LIL 

2.44 

1.68 

17% 

Mineola,  NY 

5.4 

Charles  R  Pierce 

S,490 

37,979 

NYSE 

LLX 

2.64 

1.22 

21 'A 

New  Orleans,  La 

2.5 

John  G  Phillips 

4,590 

28,881 

NYSE 

LPX 

2.83 

0.52 

18 'A 

Portland,  Ore 

15.0 

Harry  A  Merlo 

2,437 

13,022 

OTC 

LOWE 

1.82 

0.40 

18 

No  Wilkesboro,  NC 

5.8 

Leonard  G  Herring 

6,834 

25,066 

NYSE 

LTV 

1.49 

none 

6% 

Dallas,  Tex 

71.0 

W  Paul  Thayer 

2,621 

20,001 

NYSE 

LZ 

3.95 

1.41 

45% 

Wickliffe,  Ohio 

3.8 

Lester  E  Coleman 

4,591 

47,137 

NYSE 

LKS 

1.72 

0.80 

14% 

Dublin,  Cal 

55.0 

Wayne  H  Fisher 

5,833 

10,345 

NYSE 

MZ 

6.16 

1.58 

35% 

New  York,  NY 

43.0 

Donald  B  Smiley 

5, 793 

7,242 

NYSE 

MHI 

2.61 

0.87 

28'/2 

Memphis,  Tenn 

6.0 

Joseph  R  Hyde  Bu 

8,333 

32,629 

NYSE 

MHC 

5.59 

2.08 

32% 

New  York,  NY 

20.1 

John  F  McGillicuddy 

5,486 

5,008 

OTC 

MNTL 

6.28 

1.84 

25% 

Detroit,  Mich 

3.4 

Dean  E  Richardson 

),618 

18,836 

NYSE 

MDA 

3.23 

1.25 

28 7* 

Tulsa,  Okla 

3.3 

Robert  E  Thomas 

8,375 

30,243 

NYSE 

MRO 

6.52 

2.20 

54% 

Findlay,  Ohio 

13.4 

Harold  D  Hoopman 

3,475 

1,865 

OTC 

MCRP 

5.71 

1.46 

25% 

Milwaukee,  Wise 

1.9 

George  R  Slater 

0,569 

12,483 

NYSE 

MM 

1.95 

0.80 

15 

Buffalo,  NY 

9.9 

Edward  W  Duffy 

1,444 

36,715 

NYSE 

MHS 

1.43 

0.12 

12% 

Washington,  DC 

63.6 

J  Willard  Marriott  Jr 

4,979 

13,889 

NYSE 

MMC 

4.91 

2.70 

61% 

New  York,  NY 

10.2 

John  M  Regan  Jr 

7,637 

3,427 

OTC 

MRIS 

4.48 

1.38 

27% 

Milwaukee,  Wise 

1.9 

John  A  Puelicher 

2,618 

25,548 

NYSE 

ML 

5.54 

1.70 

30 

Bethesda,  Md 

28.0 

J  Donald  Rauth 

5,958 

7,130 

OTC 

Mdnt 

2.96 

0.76 

14'/2 

Baltimore,  Md 

4.2 

Robert  D  H  Harvey 

8,592 

25,514 

NYSE 

MAS 

2.30 

0.46 

197s 

Taylor,  Mich 

8.2 

Richard  A  Manoogian 

7,581 

14,641 

NYSE 

MNC 

2.73 

0.71 

207» 

Chicago,  111 

7.9 

Robert  N  Rasmus 

?,695 

22,370 

NYSE 

MA 

4.01 

1.25 

23% 

St  Louis,  Mo 

61.4 

David  E  Babcock 

4,8  1 6 

14,564 

NYSE 

OMC 

1.79 

0.90 

187s 

Madison,  Wise 

12.9 

P  Goff  Beach 

4,166 

23,311 

NYSE 

MCA 

5.52 

0.96 

41'/2 

Universal  City,  Cal 

Lew  R  Wasserman 

5,434 

31,994 

NYSE 

MDE 

5.02 

1.00 

21% 

New  Orleans,  La 

59.7 

James  E  Cunningham 

hare  data  adjusted  for  stock  splits 

and  stock  div 

dends  through  May 

14,  1979. 

BES,  MAY  14,  1979 
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The  Dimensions  of  American  Business: 


i 


WHERE  THEY  RANK:  1978 

Market  Value 

Cist 

Market 

Net 

Assets 

Sales 

of  Common 

Net  Profit 

H"' 

Sales 

Value 

Profits 

Pummnu  latin  fitful  Vfjr  ennl 

1  tnofii 

\  JUUUI 

IT 
I 

334 

275 

70 

122 

McDonald's  (Dec) 

1,953,489 

1,643,549 

1,873,356 

162,665 

liv 

187 

84 

112 

123 

McDonnell  Douglas  (Dec) 

3,098,229 

4,130,280 

1,237,698 

161,104 

Zl'- 

■ 

366 

413 

355 

McGraw-Edison  (Dec) 

673,319 

1,153,817 

408,004 

66,42C 

£  Vi 

■ 

■ 

284 

372 

McGraw-Hill  (Dec) 

615  569 

761,201 

597  309 

63  661 

442 

183 

290 

202 

Mpad  IDecl 

1  523  814 

9  399  149 

588  699 

120  93 ; 

i--  - 

37 

478 

341 

294 

Mellon  National  Corp  (Dec) 

1 1,684,799 

805,953 

504,700 

82,10' 

.«- 

■ 

254 

259 

273 

Melville  (Dec) 

668,518 

1,747,372 

658,215 

87,98- 

m 

144 

■ 

■ 

■ 

Mercantile  Bancorporation  (Dec) 

3,884,628 

276,822 

150,017 

26,815 

tt'i 

427 

■ 

■ 

MiTr  tnfi       *\tfirt*s  il'inl 

537  161 

922  141 

1  95  3D5 

40  1 18 

134 

■ 

■ 

/M  prf*a n ti  1  p  Tpvts  Pom  1  nprl 

iTICI  VollllIC     ICAJ3    VU1U  IL'CvJ 

4  094  f)75 

299  231 

193  150 

31  10.1 

400 

■ 

■ 

■ 

Merchants  National  Corp  (Dec) 

1,644,418 

127,226 

46,320 

10,404 

:' 

284 

219 

18 

52 

Merck  (Dec) 

2,251,358 

1,981,440 

5,111,165 

307,534 

• 

52 

293 

301 

327 

Merrill  Lynch  &  Co  (Dec) 

8,648,463 

1,528,742 

560,911 

71,325 

•- 

■ 

■ 

330 

■ 

Mesa  Petroleum  (Dec) 

974,963 

166  517 

520  758 

41,76(3 

.. 

■ 

274 

461 

/M  ptrn  f~»  r\\  n  wvn       avpr  /  A  11 
I'iClIU-vJUl  U  VY  >  j  1  -  j  T 1  a  y  t  1  \  .T.  11  \i, 1 

496  018 

401  406 

■ —  '  00 

49  34 1 

■ 

426 

■ 

■ 

Fred  Meyer  (Dec) 

338,221 

927, 1 10 

167,489 

20,881 

■ 

■ 

412 

362 

MGIC  Investment  (Dec) 

971,593 

246,123 

408,164 

65,527* 

93 

■ 

■ 

■ 

Michigan  National  Corp  (Dec) 

5,132,679 

413,685 

175,084 

42,112 

:.L- 

85 

278 

123 

103 

Middle  South  Utilities  (Dec) 

5,501,02^ 

1 ,622,177 

1,141,470 

185,438 

r 

269 

■ 

■ 

■ 

I'llUldllll V  ualll\9  ll/VL| 

2,345  578 

1 70  618 

72,305 

14  893 

• 

137 

65 

10 

22 

Minnesota  Mining  &  Manufacturing  (Dec) 

4,088,370 

4,661,666 

7,397,303 

562,983 

307 

263 

209 

178 

Missouri  Pacific  Corp  (Dec) 

2,099,733 

1,701,866 

766,600 

130,389 

18 

5 

11 

7 

Mobil  (Dec) 

22,611,479 

34,736,045 

7,352,987 

1,125,638 

; 

95 

60 

76 

54 

.•IwIlNdllM) 

5  rni  734 

5  018  704 

1  697  076 

302  595 

g 

168 

73 

65 

1  P  Morgan  &  Cn  /Deri 

38  536  9  34 

2  447,732 

1  753  653 

9  57  305 

• 

■ 

449 

■ 

■ 

Morrison-Knudsen  (Dec) 

372,169 

876,195 

78,527 

21,205 

■ 

■ 

425 

■ 

Morton-Norwich  June! 

521,478 

656,733 

388,600 

36,938 

394 

192 

111 

194 

Motorola  (Dec) 

1,656,557 

2,219,744 

1,239,514 

125,182 

1; 

445 

357 

306 

479 

MiimViv  Oil  iDhi  ! 

Mill  jJll*    WI1  |  L/cL  1 

1  51  (\  946 

1  191  034 

551  004 

46,589 

-  - 

197 

191 

243 

IVnhicrn  iDprl 

1  265  922 

2  197  277 

815  553 

101,553 

■ 

■ 

324 

■ 

Nalco  Chemical  (Dec) 

309,666 

476,208 

527,804 

39,169 

■ 

■ 

479 

■ 

National  Airlines  (June) 

452,952 

589,350 

323,291 

14,402 

■ 

408 

■ 

■ 

National  Can  (Dec) 

542,267 

973,253 

134,220 

19,846; 

424 

■ 

■ 

i nnsl  Cpntrul  Pi n an f*i c\  1  / I~"ippl 

l  ldllUlldl  vXlllldl  I  1 11a  1 1 1 J  1  ^  VJ  t  V  1 

1  586  307 

1 19,692 

72,755 

13,699 

140 

■ 

493 

492 

\Jattnnii  f^itv  i  nm  (DppI 

3  973  698 

283,680 

313,747 

44,8381 

49 

■ 

465 

349 

National  Detroit  Corp  (Dec) 

9,320,948 

618,919 

341,436 

67,4481 

403 

296 

361 

260 

National  Distillers  &.  Chemical  (Dec) 

1,635,304 

1,510,780 

479,073 

93,107 

■ 

436 

■ 

398 

National  Gypsum  (Dec) 

692,660 

906,323 

254,681 

58,26Sj 

■ 

186 

96 

303 

226 

National  Steel  (Dec) 

3,130,041 

3,750,412 

•  557,119 

112,3741 

: 

■ 

432 

■ 

■ 

National  Tpa  IDprl 

196,760 

918,635 

38,750 

7,313l 

328 

■ 

■ 

V  limn  u  ijlc  1   nrn  ( Tlppi 
l\a  11  till  W  LUC  vUIll  Jl^CL] 

9  nn  fll  3 

573  657 

191,963 

31,860 

■ 

■ 

456 

320 

Natomas  Company  (Dec) 

931,373 

462,818 

347,402 

75,299 

■ 

99 

■ 

■ 

■ 

NCNB  (Dec) 

4,940,393  • 

397,465 

204,672 

33,877 

237 

152 

84 

47 

NCR  (Dec) 

2,596,161 

2,610,520 

1,583,225 

318,004 

358 

■ 

378 

351 

New  England  Electric  System  (Dec) 

1,835,019 

769,506 

447,653 

67,246 

323 

■ 

■ 

■ 

New  England  Merchants  Co  (Dec) 

2,040,108 

166,009 

52,647 

1 1,445 

418 

■ 

394 

329 

New  York  State  Electric  &  Gas  (Dec) 

1,603,425 

532,171 

433,266 

70,563 

■  Not  on  500  list. 
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QHARF  FlATA  107S 

Earnings 

Cash 

Shares 

Before 

Market 

Number  of 

Flow 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

($000) 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31 

Headquarters 

(000) 

Chief  Executive 

no  c\a  i 

IN.  I  ot 

MCD 

4.00 

U.oZ 

4  074 

uaK  orooK,  in 

O^i  Si 
Vj.o 

Fred  L  Turner 

121,469 

37,224 

NYSE 

MD 

4.14 

0.58 

33 

St  Louis,  Mo 

70.5 

Sanford  N  McDonnell 

85,362 

16,485 

NYSE 

MGR 

4.04 

1.70 

24Y4 

Elgin,  111 

25.0 

Edward  J  Williams 

75,436 

24,505 

NYSE 

MHP 

2.57 

1 .00 

243/s 

New  York,  NY 

13.2 

Harold  W  lucCraw  Jr 

80,208 

25,185 

NYSE 

MEA 

5.12 

1.21 

233/s 

Dayton,  Ohio 

28.5 

Warren  L  Batts 

i  o  £nn 

KJ  IK, 

MNBT 

4.19 

l  ^ 

l  .jj 

Zj  /4 

Pittsburgh,  Pa 

0.0 

James  H  Higgins 

10,834 

24,956 

NYSE 

MES 

3.52 

1.16 

26% 

Harrison,  NY 

43.5 

Francis  C  Rooney  Jr 

30,751 

'  5,883  . 

OTC 

MTRC 

4.56 

2.23 

25'/2 

St  Louis,  Mo 

3.2 

Donald  E  Lasater 

57,866 

5,896 

NYSE 

MST 

6.80 

0.85 

33  Va 

New  York,  NY 

16.0 

Leon  F  Winbigler 

34,696 

7,726 

NYSE 

MTD 

4.52 

1 .32 

25 

Dallas,  Tex 

3.0 

Gene  H  Bishop 

1Z,  ly  1 

1    1  /C7 
Z,  i  O/ 

tj  1  C 

MCHN 

4.80 

l 

l  .Ud 

1  1  3/. 
ZlV8 

Indianapolis,  Ind 

1 .4 

(Htn  M  Cranial  ITT 

wtto  in  rrenzei  111 

183,011 

75,581 

NYSE 

MRK 

4.07 

1.70 

67% 

Rahway,  NJ 

28.7 

John  J  Horan 

94,447 

36,482 

NYSE 

MER 

2.00 

0.88 

15% 

New  York,  NY 

23.5 

Donald  T  Regan 

88,258 

15,901 

NYSE 

MSA 

2.63 

0.44 

323/4 

Amarillo,  Tex 

0.6 

Thomas  B  Pickens  Jr 

75,928 

29,742 

NYSE 

MGM 

1.62 

0.53 

20% 

Culver  City,  Cal 

10.2 

Frank  E  Rosenfelt 

1C  AAA 

0,0  1U 

MEYRA 

3.24 

1 

Z  J74 

Portland,  Ore 

10. u 

Oran  B  Robertson 

66,932 

22,213 

NYSE 

MGI 

2.85 

0.67 

18% 

Milwaukee,  Wise 

1.5 

Max  H  Karl 

50,263 

7,696 

OTC 

MNCO 

5.41 

0.94 

22% 

Bloomfield  Hills,  Mich 

6.5 

Stanford  C  Stoddard 

•02,344 

76,098 

NYSE 

MSU 

2.46 

1.44 

15 

New  Orleans,  La 

10.6 

Floyd  W  Lewis 

1 7,62  i 

2,703 

OTC 

MIDL 

4.93 

2.04 

26Vi 

West  Orange,  NI 

2.8 

Robert  Van  Buren 

Oj,  /  OU 

117  1  fi^ 
1  W ,  I  OJ 

KTVCP 
IN  I  OE. 

MMM 

4.83 

i  no 

OO  78 

St  Paul,  Minn 

oD.U 

...... 

Lewis  W  Lehr 

84,258 

15,332 

NYSE 

MIS 

9.13 

2.53 

50 

St  Louis,  Mo 

22.9 

Downing  B  Jenks 

115,944 

105,989 

NYSE 

MOB 

10.62 

4.30 

69% 

New  York,  NY 

207.7 

Rawleigh  Warner  Jr 

90,895 

36,108 

NYSE 

MTC 

8.29 

3.18 

47 

St  Louis,  Mo 

62.9 

John  W  Hanley 

,70,324 

38,648 

NYSE 

JPM 

6.32 

2.20 

45% 

New  York,  NY 

10.3 

Walter  H  rage 

"XA  1  1  T 
«34,Z  1Z 

a  m  7 

IN  I  or. 

MRN 

4.93 

U.yo 

1  OlA 

iyv2 

Boise,  Ida 

1  Q  1 

William  H  McMurren 

55,082 

13,458 

NYSE 

MNP 

2.85 

1.20 

28% 

Chicago,  111 

10.8 

John  W  Simmons 

08,726 

31,085 

NYSE 

MOT 

4.04 

1.00 

39% 

Schaumburg,  111 

68.0 

Robert  W  Galvin 

35,751 

12,417 

NYSE 

MUR 

3.75 

0.80 

44% 

El  Dorado,  Ark 

4.2 

Charles  H  Murphy  Jr 

42,017 

32, 140 

NYSE 

NAB 

3.16 

1.35 

25% 

East  Hanover,  NJ 

39.0 

Kobert  IV1  Schaeberle 

Al  7 

1Q731 
IV,  MI 

IN  I  oil 

NLC 

1.98 

1  1A 

ZO  74 

LjaK  orooK,  111 

A  1 
*i .  I 

Robert  I  rowers 

50,160 

8,564 

NYSE 

NAL 

1.68 

o.so 

37  ¥4 

Miami,  Fla 

7.9 

Lewis  B  Maytag 

38,433 

7,111 

NYSE 

NAC 

2.18 

0.64 

187/s 

Chicago,  111 

11.2 

Frank  W  Considine 

15,477 

3,731 

OTC 

NCFC 

3.68 

1.44 

19  Vi 

Lancaster,  Pa 

1.6 

Wilson  D  McElhinny 

48,482 

7,893 

OTC 

NCTY 

5.68 

2.20 

393/4 

Cleveland,  Ohio 

2.8 

Claude  M  Blair 

75  635 

12  033 

NYSE 

NBD 

5.66 

1  Ad. 
1  .04- 

Detroit,  Ivlicri 

A  7 

Dnnort  \t  ^tiirtiam 
tVUUcil  1*1  OlilUdlll 

31  050 

zo,u  /  z 

MVCP 
IN  I  jti 

DR 

3.32 

L.fU 

1  Q3A, 

iNew  iorK,  in  1 

1 0.o 

D ru m m o n d  C  Bell 

86,011 

16,431 

NYSE 

NG 

3.56 

1.16 

15V2 

Dallas,  Tex 

13.4 

Robert  E  Scifres 

60,513 

19,211 

NYSE 

NS 

5.85 

2.50 

29 

Pittsburgh,  Pa 

38.2 

George  A  Stinson 

19,716 

10,000 

NYSE 

NTY 

0.73 

none 

37s 

Rosemont,  111 

10.0 

Valdyn  W  Schulz 

3 1 , 860 

10,238 

OTC 

NWDCA 

3.11 

0.50 

18J/4 

Columbus,  Ohio 

1.8 

Dean  W  Jeffers 

71  687 

8  346 

MVCP 
IN  I  OH 

NOM 

8.73 

1  .oU 

4  i  /8 

c 

San  Francisco,  Cal 

1  .z 

L/orman  L  Commons 

39  944 

i  7  nQA 

U  1  L 

NCNB 

2.00 

U.jo 

1  L 

f^U  .l»-lr»H-£l  XIf~" 

v^nanotte,  in^. 

A  £. 

<+.o 

Thomas  I  Storrs 

03,825 

26,169 

NYSE 

NCR 

1 1.85 

0.95 

60'/i 

Dayton,  Ohio 

62.0 

William  S  Anderson 

(23,056 

21,066 

NYSE 

NES 

3.21 

1.98 

21Vi 

Westborough,  Mass 

5.5 

Guy  W  Nichols 

U4,864 

2,616 

OTC 

NEBK 

4.38 

1.50 

20% 

Boston,  Mass 

2.0 

Roderick  M  MacDougall 

14,817 

25,675 

NYSE 

NGE 

2.46 

1.68 

16% 

Binghamton,  NY 

4.2 

Charles  F  Kennedy 

share  data 

adiusted  for  stock  splits  and  stock  dividends  through  May  14,  1979. 

RBES,  MAY  14,  1979 
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The  Dimensions  of  American  Business: 

WHERE  THEY  RANK:  1978 

Market  Value 

Market 

Net 

• 

Assets 

Sales 

of  Common 

Net  Prof! 

Bo* 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

|$000) 

($000 

pi 

■ 

474 

rview  Tork  limes  [Dec] 

489,553 

1 1  O   U  117 

■ 

■ 

318 

■ 

Newmont  Mining  (Dec) 

1,198,559 

685,191 

536,619 

34, 1( 

176 

339 

172 

156 

Niagara  Mohawk  Power  (Dec) 

3,189,112 

1,280,248 

870,520 

14), 1< 

453 

340 

400 

307 

NIC  OR  (Dec) 

1,466,726 

1,278,965 

422,158 

77,6( 

&o* 

381 

231 

255 

281 

N  L  Industries  (Dec) 

1,715,342 

1,892,608 

667,091 

86  2"> 

u,?i: 

1 50 

■ 

196 

ZU4 

mit  i  r\,. ,,\ 
iMLl  (uec) 

654,938 

805, 706 

120,2^ 

S0,W 

■ 

■ 

477 

■ 

Noble  Affiliates  (Dec) 

264,170 

172,652 

326,194 

24,71 

»,2« 

230 

380 

248 

236 

Norfolk  &  Western  Railway  System  (Dec) 

2,647,073 

1,097,358 

682,281 

105,9C] 

■ 

199 

475 

346 

North  American  Philips  (Dec) 

1,183,163 

2,184,011 

327,997 

68,02 

192 

465 

292 

283 

Northeast  Utilities  (Dec) 

3,046,423 

841,372 

587,178 

85,5£ 

00  21  - 

4o0 

■ 

■ 

Northern  California  Savings  &  Loan  (Dec) 

l  ;i(C  i  i/c 
1 ,3oo,  1  I  o 

lie  inn 

/in  no 

1 7,9(. 

: 

309 

419 

355 

377 

Northern  Indiana  Public  Service  (Dec) 

2,086,200 

950,273 

482,832 

62,5* 

259 

226 

204 

155 

Northern  Natural  Gas  (Dec) 

2,387,610 

1,918,988 

782,490 

141,74 

416 

■ 

■ 

■ 

Northern  States  Bancorp  (Dec) 

1,612,331 

122,124 

18,157 

2,9C 

4,55: 

251 

403 

228 

222 

Northern  States  Power  (Dec) 

2,451,532 

979,251 

704,295 

1 15,22] 

1  uz 

a 

■ 

Northern  Trust  (Dec) 

A  U71  OH7 
4,o  t  Z, y\Jf 

ICO  1  C/1 
OOV,  1  34 

i  ww  1  nn 
1  MM,4UU 

i/c  noi 
zo,uy 

m 

■ 

244 

342 

271 

Northrop  (Dec) 

931,049 

1,829,839 

504,420 

88,41 

}''■■- 

477 

488 

276 

383 

Northwest  Airlines  (Dec) 

1,392,865 

790,162 

616,341 

61,84 

Kin 

40 

450 

266 

265 

Northwest  Bancorporation  (Dec) 

10,905,844 

874,776 

646,441 

91,62 

■ 

472 

■ 

■ 

Northwest  Energy  (Dec) 

732,263 

819,982 

1 15,132 

23,38i 

337 

177 

202 

136 

Northwest  Industries  (Dec) 

1 ,9oo,  /UU 

i  icn  7nn 
2,Jr>9, /LKJ 

797,472 

1 50, 50i 

432 

■ 

■ 

■ 

Northwestern  Financial  (Dec) 

1,540,904 

135,256 

50,310 

1 1,21 

■ 

415 

401 

381 

Norton  (Dec) 

707,795 

959,946 

422,068 

61,95. 

mi 

329 

174 

199 

220 

Norton  Simon  (June) 

2,004,354 

2,379,866 

804,507 

1 15,81 

1 16 

46 

127 

■ 

Occidental  Petroleum  (Dec) 

4,608,527 

6,252,574 

1,11 1,950 

6,7D 

is,*' 

■ 

242 

■ 

424 

Ogden  (Dec) 

1, 165, 137 

1,834,615 

245,09 1 

Cyl   21 1 

■ 

■ 

■ 

497 

345 

Ohio  Casualty  (Dec) 

1,063,408 

723,991 

310,835 

68,14! 

14: 

196 

457 

208 

282 

Ohio  Edison  (Dec) 

3,010,914 

862,956 

775,285 

86,03i 

441 

■ 

373 

394 

Oklahoma  Gas  &  Electric  (Dec) 

1,524,038 

540,991 

450,642 

59,50. 

401 

■ 

■ 

■ 

Old  Kent  Financial  (Dec) 

1,639,722 

125,456 

1 1 8, 181 

1 8,01 

A  7yC 

286 

390 

376 

Ulin  Corp  (Dec) 

l  i  no  c\f  1 
1  ,jy.1,UC)4 

l,50U,U'r> 

A  3  £  11  1 

4oo,oZ 1 

OZ,  J  o 

■ 

■ 

■ 

428 

Overseas  Shipholding  Group  (Dec) 

767,099 

219,260 

238,513 

54,02J 

■ 

238 

198 

179 

Owens-Corning  Fiberglas  (Dec) 

1,209,776 

1,860,461 

805,044 

130,331 

235 

125 

335 

233 

Owens-Illinois  (Dec) 

2,599,512 

3,131,837 

508,437 

109,23 

ir. 
. 

■ 

289 

405 

278 

PACCAR  (Dec) 

612,767 

1,551,583 

416,373 

86,65 

53 

112 

54 

35 

Pacific  Gas  &  Electric  (Dec) 

u  cni  H71 

3   111  131 

1  1AA  CCQ 
Z,Z44,ntt 

mi  :u, 

36,8? 

319 

259 

336 

302 

Pacific  Lighting  (Dec) 

2,05 1,61 6 

1 ,727,363 

cn7  7tin 

■ 

■ 

345 

■ 

Pacific  Lumber  (Dec) 

193,722 

208,021 

499,875 

41,151 

17,41 

":o: 

250 

■ 

219 

237 

Pacific  Power  &  Light  (Dec) 

2,469,922 

506,519 

738,808 

105,78 

242 

■ 

■ 

■ 

Paine  Webber  (Sept) 

2,569,964 

384,1 10 

38,204 

12,751 

15  24 

321 

193 

365 

211 

Pan  American  World  Airways  (Dec) 

2,048,303 

2,204,788 

470,435 

1 18,80j 

287 

315 

224 

200 

Panhandle  Eastern  Pipe  Line  (Dec) 

1  i  /i  i  c  i  n 

i  i  in  7 

7ii  nn 

111 

%il 

■ 

■ 

484 

■ 

Parker-Hannifin  (June) 

A  A  c  not). 

0:0,  f  Ly 

1  |  o  OA£ 

o  y,  DOf 

■ 

468 

■ 

■ 

"Parsons  (Dec) 

235,119 

833,883 

104,327 

21,26? 

*'! 

109 

■ 

460 

432 

,4Penn  Central  (Dec) 

4,711,900 

667,100 

344,416 

53,00£ 

105 

20 

63 

60 

J  C  Penney  ()an) 

4,837,000 

10,845,000 

2,046,941 

276,00t 

m 

162 

482 

218 

138 

Pennsylvania  Power  &  Light  (Dec) 

3,339,270 

798,339 

752,175 

149,03! 

nil 

■  Not  on  500  list. 

11  Formerly  Ralph  M.  Parsons  Co. 

lib 

14  Formerly  Penn  Central  Transportation  Co. 

;  emerged  from 

bankrupt 

proceedings  Oct.  24,  1978. 
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CH  A  n  P  n  ATA     1  07K 

Cash 
Flow 
$000) 

Shares 
Outstanding 
(000) 

Where 
Traded 

Ticker 
Symbol 

Earnings 
Before 
Extraordinary 

Items  Dividends 

Market 
Price 

(Dec.  31) 

Corporate 
Headquarters 

Number  of 
Employees 
(000) 

Chief  Executive 

18,936 

1  1,799 

ASE 

NYK  A 

1 .61 

0.78 

27% 

\t„.  .  \f . . „  1 .  KTV 

New  York,  NY 

6.5 

Arthur  O  Sulzberger 

$5,564 

24,959 

NYSE 

NEM 

1  .Its 

0.80 

21  Vi 

New  York,  NY 

iii 

Plato  Malozemoff 

'J8.952 

62,180 

NYSE 

NMK 

1.89 

1.37 

14 

Syracuse,  NY 

9.3 

John  G  Haehl  ft 

13,859 

16,006 

NYSE 

GAS 

4.55 

2.38 

26% 

Naperville,  111 

3.4 

Clarence  J  Gauthier 

12,712 

32,541 

NYSE 

NL 

2.52 

1.20 

20'/2 

New  York,  NY 

24.7 

Ray  C  Adam 

10,497 

34,654 

NYSE 

NLT 

OA  1 

1  .UU 

23  V* 

Nashville,  Tenn 

10.6 

Russell  L  Wagner 

14,264 

13,918 

OTC 

NOBL 

n  i  3 
U.  lo 

23'/2 

Ardmore,  Okla 

1.8 

Sam  Noble 

^1,220 

31,190 

NYSE 

NFK 

3.39 

1.84 

21% 

Roanoke,  Va 

21.9 

(ohn  P  Fish  wick 

)2,974 

12,926 

NYSE 

NI'H 

5.26 

ISO 

25% 

New  York,  NY 

36.9 

Pieter  C  Vink 

X),215 

65,242 

NYSE 

NU 

1.32 

1.02 

9 

Berlin,  Conn 

7.2 

Lelan  F  Sillin  Jr 

19,280 

4,959 

NYSE 

NCX 

3.  As 

o.OD 

1 2'/n 

Palo  Alto,  Cal 

0.8 

Firmin  A  Gryp 

12,604 

30,656 

NYSE 

NI 

1 .0  l 

1  .r>U 

15% 

Hammond,  Ind 

5.8 

Edmund  A  Schroer 

38,771 

22,599 

NYSE 

NNG 

6.15 

2.50 

34% 

Omaha,  Neb 

9.0 

Willis  A  Strauss 

4,555 

2,641 

OTC 

NSBC 

0.94 

0.40 

6% 

Detroit,  Mich 

1.8 

Robert  D  Krestel 

10,126 

29,970 

NYSE 

NSP 

3.39 

2. 1 1 

23  Vi 

Minneapolis,  Minn 

6.9 

Donald  W  McCarthy 

4,NUU 

IJ  1  C_ 

NTRS 

3.00 

1  711 

39l/i 

Chicago,  111 

1  c 

0.0 

E  Norman  Staub 

08,957 

14,209 

NYSE 

NOC 

A.  0/1 

o.Z4 

i  i;n 
1.3U 

35'/2 

Los  Angeles,  Cal 

31.2 

Thomas  V  Jones 

36,81  1 

2 1 ,626 

NYSE 

NWA 

2.86 

0.75 

28  Vi 

St  Paul,  Minn 

10.7 

M  Joseph  Lapensky 

P5,354 

25,729 

NYSE 

NOB 

3.56 

1  10 

25'/b 

Minneapolis,  Minn 

1 1.4 

Richard  H  Vaughan 

18,133 

4,304 

NYSE 

NWP 

5.44 

2.35 

26% 

Salt  Lake  City,  Utah 

1.5 

John  G  McMillian 

iU,2UU 

ZV,  SAO 

MVCC 

INlbt 

NWT 

a  on 
4.yu 

T  7 

It 

Chicago,  111 

a  2  n 
4o.U 

Ben  W  Heineman 

14,149 

5,160 

OTC 

NWFN 

Z.I/ 

n  a  l 
U.4 1 

9% 

Wilkesboro,  NC 

3.0 

Ben  T  Craig 

18,038 

16,391 

NYSE 

NRT 

3.78 

1.04 

25% 

Worcester,  Mass 

24.4 

Robert  Cushman 

56,882 

48,758 

NYSE 

NSI 

2.37 

0.78 

I6V2 

New  York,  NY 

35.0 

David  J  Mahoney 

35,983 

70,600 

NYSE 

OXY 

-0.39 

1.25 

1  5% 

Los  Angeles,  Cal 

33.0 

Armand  Hammer 

'  /,U  1  V 

8,488 

IN  Y  SL 

OG 

O.Uu 

28  % 

INew  York,  IN  Y 

11  Q 

66.r> 

Kaipn  r  Anion 

70,345 

1 1,620 

OTC 

OCAS 

C  Q  7 

1 .  11 

26% 

Hamilton,  Ohio 

5.1 

John  G  Sloneker 

55,699 

52,120 

NYSE 

OEC 

1.19 

1.76 

14% 

Akron,  Ohio 

6.8 

John  R  White 

96,752 

26,904 

NYSE 

OGE 

1.97 

1.54 

16'/4 

Oklahoma  City,  Okla 

3.3 

James  G  Harlow  Jr 

^9,542 

6,303 

OTC 

OKEN 

2.86 

0.80 

18% 

Grand  Rapids,  Mich 

1.8 

Richard  M  Gillett 

Jo,  Zoo 

23,908 

NYSE 

OLN 

Z.oZ 

0.88 

I8V4 

Stamford,  Conn 

22.7 

John  M  Henske 

30,540 

1 1 ,405 

NYSE 

OSG 

4.  jO 

0.38 

20% 

New  York,  NY 

2.0 

Morton  P  Hyman 

m\26 

30,379 

NYSE 

OCF 

a  in 

1  .UU 

26'/2 

Toledo,  Ohio 

25.5 

William  W  Boeschenstein 

13,774 

28,444 

NYSE 

OI 

3.71 

1.11 

177/8 

Toledo,  Ohio 

64.6 

Edwin  D  Dodd 

26,48  7 

8,245 

OTC 

PCAR 

10.51 

2.60 

50  Vi 

Bellevue,  Wash 

12.7 

Charles  M  Pigott 

£4,736 

1  r\(\  u  ~fi  \ 

NYSE 

PCG 

3.20 

2. 12 

22'/4 

San  Francisco,  Cal 

26.4 

John  F  Bonner 

i  )  on/ 
ZO,oVn 

NYSE 

PLT 

3.12 

1.85 

2 1  'A 

Los  Angeles,  Cal 

9.6 

raul  A  /viiiier 

17,406 

12,009 

NYSE 

PL 

3.41 

1 .90 

41% 

San  Francisco,  Cal 

3.4 

Robert  B  Hoover 

72,029 

37,408 

NYSE 

PPW 

2.5 1 

1 .86 

19% 

Portland,  Ore 

5.5 

Don  C  Frisbee 

15,242 

5,362 

NYSE 

PWJ 

2.05 

0.40 

7'/s 

New  York,  NY 

5.6 

James  W  Davant 

71,009 

NYSE 

PN 

2.31 

none 

6% 

New  York,  NY 

41.7 

William  T  Seawell 

58,:>zZ 

1 8,058 

NYSE 

PEL 

6.71 

2.65 

40 

Houston,  Tex 

6.9 

Kicnaru  L  u  shields 

r  a  /Li  a 
^4,oS4 

13,0 1 9 

NYSE 

PH 

3.05 

1.08 

24  Vi 

Cleveland,  Ohio 

177 

Patrick  S  Parker 

>4,721 

5,316 

ASE 

RMP 

4.01 

0.83 

19% 

Pasadena,  Cal 

13.0 

William  E  Leonhard 

79,000 

23,154 

NYSE 

PC 

2.29 

none 

14% 

New  York,  NY 

18.4 

Richard  Dicker 

95,000 

67,389 

NYSE 

JCP 

4.12 

1.69 

30% 

New  York,  NY 

211.0 

Donald  V  Seibert 

12,110 

39,074 

NYSE 

PPL 

2.86 

1.92 

19 'A 

Allentown,  Pa 

7.2 

Robert  K  Campbell 

share  data 

adjusted  tor . 

>toek  spl its 

and  stock  divid 

ends  through  May 

14,  1979. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK  1978 


Market  Value 

Market 

Net 

Assets 

Sales 

of  Common 

Net  Prof3 

Assets 

Sales 

Value 

Profits 

Cfimnanv  liinn  fibril  vcir  ptiHI 

($000) 

ItOOOl 

/toon 

fa) 

■ 

428 

■ 

490 

Pennwalt  (Dec) 

690,777 

921,369 

276,660 

44,9j 

311 

288 

142 

187 

Ppnn^oil  /  P)ppi 

1   LIlll/  till    ,  J  -  I   I  1 

9  OKI  1  70 

1,553, 108 

1  010  991 

128  li 

214 

234 

165 

176 

Ppnnlp<i  f.i»»  I  Scnfl 

9  K06  794 

1  «79  988 

891  33K 

nyi  ,000 

130  48 

ij# 

488 

■ 

■ 

■ 

Pponlpvi  X'lriitn^I  Rank  of  Wath  (P)pp1 

1  319, 125 

1 12  691 

44  660 

mi' 

255 

80 

50 

78 

PensiCo  (Dec! 

2  419  369 

4  300  006 

?  385  047 

225  7fl 

):'■• 

■ 

■ 

320 

■ 

Perkin-Elmer  (July) 

432,095 

553,979 

535,425 

34, 7j 

■ 

■ 

298 

466 

Petrie  Stores  (Jan) 

213,679 

435,872 

566,036 

48,2(j 

S,00t 

■ 

423 

436 

464 

Petrolane  (Sept) 

483,577 

940,827 

373,620 

48,70 

218 

176 

53 

87 

[Hi /  it  1  |)n  \ 

2  743  454 

9  369  1 33 

9  39  3  9  Mi 

206  23 

339 

398 

392 

■ 

Phelps  Dodge  (Dec) 

1,915,661 

1,007,490 

434  5 1 1 

30,1 1 

■ 

104 

305 

119 

105 

Philadelphia  Electric  (Dec) 

4,850,625 

1,456,758 

1,185,952 

184,8^ 

1 

87 

■ 

■ 

■ 

Philadelphia  National  Corp  (Dec) 

5,487,282 

446,790 

166,712 

32,21 

81 

61 

28 

34 

Philip  Morris  (Dec) 

5,608,165 

4,968,863 

4  380,447 

408,5a 

14,j 

69 

37 

22 

17 

Phillips  Petroleum  (Dec) 

6,935,359 

6,997,782 

4,883,754 

710,47 

496 

262 

265 

323 

Pillsbury  (May) 

1  78?  78? 

1  704  914 

648  499 

72  51 

I8,( 

■ 

■ 

481 

■ 

Pioneer  Hi-Bred  International  (Aug) 

226,308 

282,254 

320,531 

27,10 

■ 

■ 

485 

487 

Pitney-Bowes  (Dec) 

617,302 

71 1,284 

318  695 

45  4C 

>  - 

126 

■ 

■ 

■ 

Pittsburgh  National  Corp  (Dec) 

4,356,880 

317,821 

220,680 

36,79 

■ 

328 

263 

■ 

Pittston  (Dec) 

1,090,279 

1,343,668 

651,232 

25,2C 

'M 

■ 

322 

75 

212 

Polaroid  (Dec) 

1,266,593 

1,376,590 

1,700,246 

1 18,411 

IU5' 

423 

■ 

391 

463 

Portland  General  Electric  (Dec) 

1,588,038 

303,678 

435,433 

48,78 

■ 

489 

376 

369 

Pntlatrh  (Decl 

765  830 

'  VJ  J  .VJ^jVJ 

787,036 

448  552 

64,16 

:■• 

310 

■ 

305 

304 

Potomac  Electric  Power  (Dec) 

2,083,405 

714,713 

554,061 

78,75 

274 

141 

212 

172 

PPG  Industries  (Deri 

9  335  400 

,  \J  v>  J  ,  *T  VJ VJ 

2  794  000 

765  336 

132, 1C 

98 

27 

12 

24 

Procter  &  Gamble  (June) 

4,983  817 

8,099,687 

7,346,496 

51 1,66 

1,11! 

344 

456 

383 

373 

Provident  Life  &  Accident  (Dec) 

1,897,756 

866,854 

442,980 

63,57 

291 

■ 

■ 

■ 

Provident  National  Corp  (Dec) 

2,216,845 

170,745 

105,403 

18,79 

372 

■ 

352 

400 

Pnhlic  Sprvirp         of  f^oloraHo  /Opt*^ 

1  745,677 

729,778 

489,938 

57,70 

322 

■ 

256 

275 

Public  Service  Company  of  Indiana  (Dec) 

9  044  406 

538,423 

663,841 

87,7C 

84 

191 

107 

75 

Public  Service  Electric  &  Gas  (Dec) 

5  518  778 

2,219.785 

1 ,298,430 

228,78 

a 

■ 

494 

495 

Puget  Sound  Power  &  Light  (Dec) 

1,063,799 

254,629 

313,376 

44,69 

■ 

157 

426 

370 

Pullman  (Oprl 

1  9  53  705 

9  58?  393 

387,503 

63,90 

■ 

■ 

266 

371 

322 

1  008  838 

1  685  580 

455,190 

73,60 

- 

132 

■ 

■ 

% 

Rainipr  Rsnriimnratinn  IDppi 

4  1  40  84  3 

352,221 

210,804 

31,6?J 

■ 

343 

86 

1 16 

131 

Ralston  Purina  l^pntl 

1  897  900 

I  ,  CJ  7  /  ,7 VJVJ 

4  058,400 

1,226,839 

1 54,60 

■ 

425 

201 

■ 

■ 

Rapid-American  (Jan) 

1,584,099 

2,169,732 

99,036 

37,24 

316 

119 

94 

137 

Raytheon  (Dec) 

2,060,945 

3,239,302 

1,449,963 

150,03 

8,8( 

103 

43 

66 

58 

RCA  (Dec) 

4,871,000 

6,600,600 

1,952,556 

278,40 

■ 

41  1 

368 

365 

Rplianpp  Flpptrir  fOrti 

nciiaiiLC  i  it  ii  i  iv.  [v.'v  i  i 

613,248 

966,264 

467,070 

64,64 

•- 

272 

349 

■ 

266 

Rplianpp  lirnim  IUppI 
niriiaiivc  vjiuuu  i  l/c 

9  338  910 

1,239,575 

285,135 

90,991 

160 

■ 

Rpniinlir  ^pw  Ynflr  f^nm  (PIppI 

3  346  766 

iJjO^VJ,  '  VJVJ 

262  1 18 

1 14  625 

26,62! 

50 

■ 

410 

401 

Republic  of  Texas  Corp  (Dec) 

9,224,983 

627,763 

408,782 

57,601 

238 

1 10 

443 

230 

Republic  Steel  (Dec) 

2,584,869 

3,479,458 

368,163 

mm 

■ 

279 

■ 

■ 

Reserve  Oil  &  Gas  (Dec) 

563,128 

1,614,080 

143,594 

20,301 

8 

■ 

■ 

■ 

442 

Resorts  International  (Dec) 

231,567 

246,317 

306,936 

51,04) 

a,? 

■ 

486 

496 

■ 

Revco  D  S  (May) 

271,430 

792,033 

311,449 

29,37| 

■ 

308 

78 

184 

Revlon  (Dec) 

1,242,832 

1,451,669 

1,673,284 

129,231 

■  Not  on  500  list 
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FORBES,  MAY  14,  is 


A  Roster  of  the  US's  Biggest  Corporations 


CH  AD  P  nATA     1  078 

Earnings 

,Tash 

Shares 

Before 

Market 

Number  of 

Flow 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

SOOOI 

(000| 

Symbol 

Items 

Ill  innpnnc 
L  J 1  VIUCI I  LI  3 

jDec  31) 

Headquarters 

(000) 

v~niei  Executive 

'4  778 

8,480 

NYSE 

PSM 

4.54 

2.00 

32y« 

1  lllldULlUIJltlj    1  cl 

14.0 

Edwin  E  Tuttle 

7,965 

32,855 

NYSE 

PZL 

3.74 

2.00 

30»/i 

Houston,  Tex 

9.2 

J  Hugh  Liedtke 

14,643 

26,410 

NYSE 

PGL 

4.98 

2.80 

33% 

Chicago,  III 

6.6 

Orval  C  Davis 

■OrJ  1  1 

3  i  on 

OTP 

PEOP 

3.10 

0  63 

I  *f 

Seattle,  Wash 

z.z 

I  At  h  1 1  i  f  '  rii  »»n  ITT 
fUMIUd  vjit  f  11  HI 

■z,  /  oo 

Q3  n7^ 

IN  I  JL 

PEP 

2.43 

n  Q8 

9  55/o 

Purchase,  NY 

o5  n 

7J.U 

5  689 

19,470 

NYSE 

PKN 

1.77 

0.40 

271/2 

Mnrw^ilk  Pnnn 

12.3 

Robert  H  Sorensen 

>  1,008 

14,063 

NYSE 

PST 

'  3.43 

1.50 

40'/4 

Secaucus,  NJ 

6.3 

Milton  |  Petrie 

'•0,886 

12.454 

NYSE 

PTO 

3.89 

0.97 

30 

Long  Beach,  Cal 

10.3 

Rudolph  I  Munzer 

7n  4no 

IN  I  JL 

PFE 

2.93 

1  17 

33 

iNew  1  otk,  in  i 

An  7 

FHmnnrl  T  Pratt  Ir 
I.UIIIUIIU    1    r  1*4 1 1  Jl 

9  001 

20  691 

NYSE 

PD 

1.16 

0.60 

21 

Mew  York  MY 
1NCW    IOIK,  IN  I 

14  4 

l.pnrrip  R  Mnnrni> 
VJCUIJ^C  O  ITIUILTUC 

11,388 

76,513 

NYSE 

PE 

1.87 

1.80 

I51/2 

Philadelphia,  Pa 

9.4 

James  L  Everett 

0,976 

5,824 

OTC 

PHNA 

5.53 

2.22 

28% 

Philadelphia,  Pa 

4.9 

G  Morris  Dorrancc  Jr 

.4,807 

124,268 

NYSE 

MO 

3.39 

0.98 

35'/4 

New  York,  NY 

60.0 

George  Weissman 

u,  y^+u 

154  47  7 

P 

4.61 

l  Tn 

1  .  ZVJ 

3 1  v» 

Darnesvme,  vjkiu 

3n  n 

VVilliam  F  Martin 

W  ADA 

1  7  S7  7 

IN  I  JL 

PSY 

4.14 

1  34 

37 

Minneapolis,  Minn 

44  3 

Wj  ■  1 1  i  -»  »»»  I-l  Cnnnr 

v*  1111  jui  n  jpuux 

3,758 

15,927 

OTC 

PHYB 

1.70 

0.69 

20'/8 

Des  Moines  Iowa 

2.0 

Dr  William  L  Brown 

3,445 

13,634 

NYSE 

PBI 

3.32 

1.05 

233/8 

Stamford,  Conn 

19.7 

Fred  T  Allen 

1,304 

6,130 

OTC 

PITS 

6.00 

2.03 

36 

Pittsburgh,  Pa 

3.3 

Merle  E  Gilliand 

8  811 

37  48 1 

NYSE 

PCO 

0.67 

l  9n 

1 7% 

Greenwich,  Conn 

16  1 

Nicholas  T  Camicia 

>1  358 

39  855 

NYSE 

PRD 

3.60 

n  on 

5  1  *b 

Cambridge,  J^ass 

iU.7 

Edwin  H  Land 

3,792 

25,996 

NYSE 

PGN 

1.40 

1.70 

16% 

Portland  Ore 

2.6 

Frank  M  Warren 

2,687 

15,141 

NYSE 

PCH 

4.24 

1.04 

29% 

San  Francisco,  Cal 

10.4 

Richard  B  Madden 

3,361 

40,665 

NYSE 

POM 

1.70 

1.34 

13% 

Washington,  DC 

4.9 

W  Reid  Thompson 

8,800 

31  889 

NYSE 

PPG 

4.19 

1 .69 

24 

Pittchi  iroK  Pi 
r  1  ILoUUIgil,  I  .1 

37.4 

I          ntrtti       1 1 1 1  a  m  c. 

i-i    "ItllllUIl    V?  Illldllld 

1  112 

82  661 

NYSE 

PG 

6.19 

2  90 

88% 

Cincinnati,  Ohio 

55.6 

6,423 

9,844 

OTC 

PACC 

6.46 

1.03 

45 

Chattanooga,  Tenn 

2.9 

H  Carey  Hanlin 

0,538 

3,868 

OTC 

PROV 

4.62 

1.90 

27'A 

Philadelphia,  Pa 

2.3 

Roger  S  Hillas 

1,307 

29,250 

NYSE 

PSR 

1.66 

1.50 

16% 

Denver,  Colo 

6.1 

Richard  F  Walker 

0  736 

26  958 

NYSE 

PIN 

2.92 

2  13 

24% 

Plainfield,  Ind 

4  0 

I  1  U  jll  I  f\  DdflVCI 

l  ^n 

MVCt 
IN  I  JL 

PEG 

2.95 

i  na 

z.uo 

ZU  /4 

Newark,  N| 

1 3  9 

r.lMJul  1  Tlilllil 

0,037 

18,709 

NYSE 

PSD 

2.17 

1.48 

16% 

Bellevue  Wash 

2.1 

John  W  Ellis 

5,585 

10,993 

NYSE 

PU 

5.83 

1.45 

35'/4 

Chicago,  111 

37.0 

Clark  P  Lattin  JR 

3,450 

19,899 

NYSE 

OAT 

3.34 

1.08 

227s 

Chicago,  111 

29.6 

Robert  D  Stuart  Jr 

8  05 1 

8  738 

OTP 

RBAN 

3.86 

n  Q9 

ZH  /8 

.jcdtiic,  vvasn 

A  Q 

(  '    R  fihi'rt  TViiP'V  If 

vj  rvuiitii  nut  a  ji 

n  inn 

U,  1  uu 

1  07  854 

MYQF 

IN  I  iL 

RAL 

1.44 

n  5n 

1  1  3/0 

St  Louis,  Ivto 

7n  n 

R  Hal  Di'in 
rv  iidi  vj cd  1 1 

5,542 

7,074 

NYSE 

RPD 

4.52 

0.20 

14 

New  York,  NY 

50.0 

Meshulam  Riklis 

3,860 

31,182 

NYSE 

RTN 

4.83 

1.15 

46'/2 

Lexington,  /vlass 

63.6 

Thomas  L  Phillips 

2,200 

74,739 

NYSE 

RCA 

3.65 

1.35 

26!/s 

New  York,  NY 

118.0 

Edgar  H  Griffiths 

4,196 

15,569 

NYSE 

REE 

4.18 

1.40 

30 

Cleveland,  Ohio 

21.7 

B  Charles  Ames 

8  051 

7  948 

NYSE 

REL 

8.39 

1.15 

35% 

Mpw  Yorlf  MY 

1NLW    IUIK,  IN  I 

10.0 

7  806 

3  275 

ASE 

RNB 

7.06 

1  .J7 

35 

Mpw  Ynrb-  MV 
INew    IOIK,  IN  I 

1  0 

T  nine  Mnclrrtwlt? 
LUUI3  i'l US RUVVI I L. 

3,840 

17,582 

NYSE 

RPT 

3.28 

0.86 

23  Vi 

Dallas  Tex 

4.5 

|ames  D  Berry 

10,403 

16,183 

NYSE 

RS 

6.86 

2.20 

22J/4 

Cleveland,  Ohio 

41.4 

William  J  De  Lancey 

2,165 

13,204 

NYSE 

RVO 

1.25 

0.24 

10% 

Denver,  Colo 

1.8 

Paul  D  Meadows 

6,707 

11,978 

ASE 

RT  A 

4.57 

none 

25% 

North  Miami,  Fla 

5.5 

1  G  Davis  Jr 

6,667 

13,324 

NYSE 

RDS 

2.21 

0.55 

23% 

Twinsburg,  Ohio 

15.0 

Sidney  Dworkin 

4,178 

32,570 

NYSE 

REV 

4.04 

1.20 

51% 

New  York,  NY 

29.0 

Michel  C  Bergerac 

share  data 

adiusted  for 

stock  splits  and  stock  divi 

dends  through  May  14,  1979. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK  1978- 


Assets 


Sales 


Market 
Value 


Net 
Profits 


Company  (and  fiscal  year  endl 


Assets 
I  $000) 


Sales 
|  $000) 


Market  Value 
of  Common 
($0001 


■  459  ■  441  Rexnord(Oct)  565,922  859,305  285,009  51,1 
114  62  44  32  R  I  Reynolds  Industries  (Dec)  4,615,500  4,951,700  2,751,409  441,9 
221  140  277  215  Reynolds  Metals  (Dec)  2,708,684  2,829,350  612,665  117,7 

■  421  302  357  Richardson  Merrell  (June)  762,011  944,961  559,896  66,1 
253  ■  ■                    ■  Riggs  National  Bank  of  Wash  DC  (Dec)  2,425,306  159,475  111,225  18,3 


151 


295 


400 

53 
344 
375 
387 


339 
1 14 
414 

435 
308 


403 
1  1 1 
416 
415 
193 


Roadway  Express  (Dec)  496,775  985,171  506,088 

Rockwell  International  (Sept)  3,535,500  5,668,800  1,230,537 

Rohm  &  Haas  (Dec)  1,074,656  1,253,543  407,868 

Ryder  System  IDec)  1,141,204  1,124,084  373,889 

Safeco  (Dec)  2,176,178  1,078,586  549,256 


55,3  i 
125,5 


210 
■ 

153 
304 
433 


15 
481 
290 
184 


139 
334 
234 
164 
415 


144 
■ 

121 
191 

352 


Safeway  Stores  (Dec)  2,835,767  12,550,569  1,050,404 

St  Joe  Minerals  (Dec)  911,802  798,435  509,464 

St  Paul  Companies  (Dec)  3,511,402  1,543,014  697,219 

St  Regis  Paper  (Dec)  2,111,190  2,300,154  900,271 

San  Diego  Gas  &  Electric  (Dec)  1,540,813  614,431  406,997 


146,1 

43,6< 
162,9! 
126,5! 

66,8(  |P; 


152 


200 


207 
■ 

385 
435 
151 


189 
289 
85 


119 
412 
100 
■ 

25 


Santa  Fe  Industries  (Dec)  3,511,924  2,098,690  819,510  165,2 

Santa  Fe  International  (Dec)  865,967  542,683  589,950  55,7« 

Schering-Plough  (Dec)  1,196,726  1,082,493  1,578,776  193,61 

Jos  Schlitz  Brewing  (Dec)  691,935  910,841  290,630  1 1 ,90 

Schlumberger  Limited  (Dec)  2,954,840  2,619,245  8,030,105  501,91 


410 
182 


297 
494 
483 
260 
230 


322 
424 


259 
347 


SCM(June)  844,598  1,509,307  161,942 

SCOA  Industries  IJan)  245,343           780,333  111,514 

Scot  Lad  Foods  (June)  119,141           797,244  15,096 

Scott  Paper  (Dec)  1,621,777  1,724,897  534,586 

Seaboard  Coast  Line  Industries  (Dec)  3,141,333  1,903,710  389,151 


37,58 


93, 5« 
67,6^ 


66 
■ 

14 
20 
204 


462 

7 

250 


440 

235 
14 
246 


399 
324 
10 
171 


Seafirst  (Dec)  7,207,786  570,791  370,409  57.7C 

G  D  Searle  (Dec)  976,911  848,380  697,056  72,  U 

ttSears,  Roebuck  &  Co  (Jan)  24,427,084  23,486,165  6,371,982  905,45 

Security  Pacific  Corp  IDec)  21,632,621  1,760,491  689,968  132.9C 

Shawmut  Corp  (Dec)  2,890,867  220,517  55,165  9,2: 


42 
■ 

254 
464 


18 
371 
102 
164 

383 
477 


23 
■ 

211 


13 
■ 

124 
391 


Shell  Oil  (Dec)  10,453,358  11,062,883  4,872,013  813,6: 

Sherwin-Williams  (Dec)  649,169  1,132,350  107,980  5,15 

Signal  Companies  (Dec)  2,423,500  3,604,700  765,960  160,7C 

Singer  (Dec)  1,435,400  2,469,200  219,632  60,3C 

Skaggs  Companies  (Dec)  304,373  1,089,909  220,337  25,0< 

AO  Smith  (Dec)  390,933  806,526  89,808  27,0 


281 
443 
485 


376 


375 
43 

448 
■ 

427 


435 
120 


390 


Smith  International  (Dec)  426,267  451,714  449,045  52,l1 

SmithKline  Corp  (Dec)  938,885  1,112,039  2,763,941  164,01 

Snap-On  Tools  IDec)  232,942  308,892  358,795  32 

Society  Corp  (Dec)  2,279,463  180,830  81,795  16.11 

South  Carolina  Electric  &  Gas  (Dec)  1,522,707  486,101  381,480  6C 

South  Carolina  National  Corp  (Dec)  1,332,492  113,657  63,359  li 


135                 ■                    ■                    ■  Southeast  Banking  Corporation  (Dec)  4,092,423  347,714  149,317 

368                 ■                   ■                   ■  Southern  Bancorp  of  Alabama  (Dec)  1,781,654  158,912  105,850 

77  181                  81                   67  Southern  California  Edison  (Dec)  6,057,697  2,328,798  1,610,328 

46  137                 67                 93  Southern  Company  (Dec)  9,866,463  2,906,672  1,900,614 

434  390  269  240  Southern  Natural  Resources  (Dec)  1,538,111  1,053,743  639,382 

451                  ■  398  309  Southern  New  England  Telephone  (Dec)  1,482,927  675,887  427,811 


77,31 


■  Not  on  500  list. 

tt  Figures  include  unconsolidated  subsidiaries. 
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A  Roster  of  the  US's  Biggest  Corporations 


 SHARE  DATA:  1978  

Earnings 

bash  Shares  Before  Market  Number  of 


t"low 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

£000) 

(000! 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

9,142 

17,675 

NYSE 

REX 

2.94 

0.86 

16'/« 

Milwaukee,  Wise 

17.2 

Robert  V  Krikorian 

7,900 

48,590 

NYSE 

RJR 

9.01 

3.58 

56% 

Winston-Salem,  NC 

37.3 

J  Paul  Sticht 

"5,525 

18,779 

NYSE 

RLM 

6.11 

1.58 

32% 

Richmond,  Va 

36.1 

David  P  Reynolds 

2,304 

23,329 

NYSE 

RXM 

2.80 

0.98 

24 

Wilton,  Conn 

15.3 

John  S  Scott 

9,517 

2,966 

OTC 

RIGS 

6.05 

2.55 

37% 

Washington,  DC 

2.1 

Vincent  C  Burke  Jr 

5,470 

20,448 

OTC 

ROAD 

2.78 

0.55 

24% 

Akron,  Ohio 

23.0 

William  F  Spitznagel 

.7,800 

34,663 

NYSE 

ROK 

5.02 

2.25 

35% 

Pittsburgh,  Pa 

114.2 

Robert  Anderson 

18,621 

12,897 

NYSE 

ROH 

4.30 

1.40 

31% 

Philadelphia,  Pa 

13.1 

Vincent  L  Gregory  Jr 

>8,185 

15,498 

NYSE 

RDR 

3.60 

0.64 

24  % 

Miami,  Fla 

17.6 

Leslie  O  Barnes 

6,461 

19,793 

OTC 

SAFC 

6.34 

1.15 

27% 

Seattle,  Wash 

10.6 

Roland  M  Trafton 

2,741 

26,097 

NYSE 

SA 

5.60 

2.30 

40% 

Oakland,  Cal 

144.2 

William  S  Mitchell 

8,200 

22,394 

NYSE 

SJO 

1.95 

1.30 

22  % 

New  York,  NY 

12.5 

John  C  Duncan 

♦2,954 

20,969 

OTC 

STPL 

7.77 

1.30 

33% 

St  Paul,  Minn 

10.0 

Carl  B  Drake  Jr 

7,735 

31,868 

NYSE 

SRT 

3.94 

1.74 

28% 

New  York,  NY 

31.8 

William  R  Haselton 

J4,782 

27,593 

NYSE 

SDO 

2.02 

1.38 

14% 

San  Diego,  Cal 

4.4 

Robert  E  Morris 

17,967 

27,780 

NYSE 

SFF 

5.96 

2.20 

29'/2 

Chicago,  111 

40.9 

John  S  Reed 

'1,991 

20,976 

NYSE 

SAF 

2.67 

0.60 

28% 

Orange,  Cal 

9.7 

Edfred  L  Shannon  Jr 

8,334 

53,292 

NYSE 

SGP 

3.62 

1.21 

29% 

Kenilworth,  N) 

17.9 

Richard  J  Bennett 

17,907 

29,063 

NYSE 

SLZ 

0.41 

0.54 

10 

Milwaukee,  Wise 

7.0 

Daniel  F  McKeithan  Jr 

8,945 

127,125 

NYSE 

SLB 

3.94 

0.79 

63% 

New  York,  NY 

55.0 

Jean  Riboud 

|8,023 

9,526 

NYSE 

SCM 

4.03 

1.05 

17 

New  York,  NY 

27.4 

Paul  H  Elicker 

8,553 

6,312 

NYSE 

SOA 

3.21 

0.63 

17% 

Columbus,  Ohio 

14.0 

Herbert  H  Schiff 

|4,368 

4,313 

NYSE 

SLF 

^1.32 

0.09 

3% 

Lansing,  111 

3.7 

Joseph  J  Lickteig 

1,253 

38,879 

NYSE 

SPP 

2.41 

0.80 

13% 

Philadelphia,  Pa 

20.4 

Morgan  V  Hunter 

SO,  1 8 1 

14,616 

NYSE 

SCI 

4.64 

2.20 

26% 

Jacksonville,  Fla 

37.0 

Prime  Osborn  HI 

6,180 

1 5,042 

NYSE 

SFC 

3.75 

0.93 

24% 

Seattle,  Wash 

7.0 

William  M  Jenkins 

W,392 

52,608 

NYSE 

SRL 

1.37 

0.52 

13 'A 

Skokie,  111 

17.1 

Donald  H  Rumsfeld 

5,114 

322,632 

NYSE 

S 

2.81 

1.23 

19% 

Chicago,  111 

472.0 

Edward  R  Telling 

17,628 

27,371 

NYSE 

SPC 

5.18 

1.50 

25% 

Los  Angeles,  Cal 

21.4 

Richard  J  Flamson  HI 

!2,065 

1,870 

OTC 

SHAS 

4.93 

1.85 

29% 

Boston,  Mass 

3.3 

D  Thomas  Trigg 

0,900 

151,658 

NYSE 

SUO 

5.45 

1.80 

32% 

Houston  Tex 

35.0 

John  F  Bookout 

3,630 

5,399 

NYSE 

SHW 

0.76 

none 

20 

Cleveland,  Ohio 

18.0 

John  G  Breen 

'6,900 

38,298 

NYSE 

SGN 

4.17 

0.71 

20 

Beverly  Hills,  Cal 

49.5 

Forrest  N  Shumway 

3,200 

16,576 

NYSE 

SMF 

3.19 

0.75 

13% 

New  York,  NY 

81.0 

Joseph  B  Flavin 

|6,328 

7,976 

NYSE 

SKG 

3.14 

0.70 

27% 

Salt  Lake  City,  Utah 

13.0 

Lennie  S  Skaggs 

4,387 

4,921 

NYSE 

SMC 

5.50 

1.15 

18% 

Milwaukee,  Wise 

13.3 

Lloyd  B  Smith 

i9,01 1 

9,631 

NYSE 

SI  I 

5.35 

0.87 

46% 

Newport  Beach,  Cal 

6.9 

Jerry  W  Neely 

k758 

60,414 

NYSE 

SKL 

2.73 

0.78 

45% 

Philadelphia,  Pa 

16.6 

Robert  F  Dee 

|8,568 

19,660 

NYSE 

SNA 

1.65 

0.54 

18% 

Kenosha,  Wise 

5.7 

Norman  E  Lutz 

9,561 

3,990 

OTC 

SOCI 

4.05 

1.05 

20% 

Cleveland,  Ohio 

1.9 

J  Maurice  Struchen 

(2,990 

22,440 

NYSE 

SCG 

2.26 

1.61 

17 

Columbia,  SC 

3.1 

Arthur  M  Williams  Jr 

(6,443 

3,899 

OTC 

SCNC 

3.37 

0.95 

16% 

Columbia,  SC 

2.9 

John  H  Lumpkin 

t2,479 

12,066 

NYSE 

STB 

2.13 

0.50 

12% 

Miami,  Fla 

5.3 

Harry  H  Bassett 

|9,648 

7,300 

OTC 

SBNC 

2.34 

0.82 

14% 

Birmingham,  Ala 

2.1 

Guy  H  Caffey  Jr 

18,886 

62,537 

NYSE 

SCE 

3.52 

2.24 

25% 

Rosemead,  Cal 

13.5 

Jack  K  Horton 

3,501 

142,102 

NYSE 

SO 

1.45 

1.54 

13% 

Atlanta,  Ga 

26.5 

Alvin  W  Vogtle  Jr 

13,394 

20,138 

NYSE 

NRG 

5.14 

1.15 

31% 

Birmingham,  Ala 

6.1 

John  S  Shaw  Jr 

7,733 

12,051 

NYSE 

SNG 

6.06 

3.15 

35% 

New  Haven,  Conn 

13.6 

Alfred  W  Van  Sinderen 

share  data  adiusted  for  stock  splits  and  stock  dividends  through  May  14,  1979. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK:  1978  — 

Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Net  Profil 

Assets 

Sales 

Value 

Profits 

Company  |and  fiscal  year  endl 

|$000) 

($0001 

($000) 

($0001 

1 0  7 

Mtl 

1  cc 

040 

0  1  ft 
Z  1  o 

Southern  Pacific  (Dec) 

4  a^7  o/cc 

0  T  7U  on^ 
Z(Z/?S,ZU.3 

OoU,.7^30 

zzy 

349 

0  30 
zoy 

Southern  Railway  (Dee) 

o  ach  i  co 

Z,OOU,  1  J7 

1  T  AH  A7  1 

I  ,zou,o/ 1 

A04  n  1  3 

10  7  3  1 1 

1 9A 
1  ZO 

315 

4fl9 
■+UZ 

Southland  Corp  (Dec) 

I   1  34  Alt* 

3  non  no  a 
^,uyu,uy4 

cAn  377 

c7  no*1 
0  /  ,uy 

282 

ouuuiidnu  nuydiiy  |L/ci) 

352  374 

1  OJ,DDo 

Af^O  0A4 
0UZ,Z04 

49  C4(1 
4Z,0^( 

190 

■ 

■ 

■ 

Southwest  Bancshares  (Dec) 

3,076,287 

210,762 

153,150 

22,91. 

XAH 

Southwestern  Life  Corp  (Dec) 

1  9 13  2S5 

373  S48 

0  7w  xnu 

3ft  C0l 

Southwestern  Public  Service  (Aug) 

837  013 

^C.C  43C, 

JJJ,4jJ 

3C3  4HC 

4A  031 

4o, Z01 

TO 

Sperry  &  Hutchinson  (Dec) 

701  074 

f  y i ,y !  4 

ufK  44  0 
oU  J,44o 

1  3fi  AO  1 

xn  4ii 

1  6.7 

1UU 

QA 

i  1U 

Sperry  Rand  (Mar) 

x  o     a  i  n 

3  /LA  O  A  ii  7 
o,04y,4o  f 

1,0/0,1  /J 

1  7  A.  All 

1  /o,ol 

■ 

■ 

360 

353 

Square  D  (Dec) 

482,495 

726,862 

479,639 

66,65 

4on 

4ZU 

9QC 

i  no 
iuy 

0  1  7 
Z  i  / 

Smiihh  f "r»f*n  inprl 
0(]U1DU  v  Oip  l^L/ct) 

1   C03  AQA 

1  c: l  c  uoo 
1  ,D  1  D,OoZ 

1  040  Q7A 

1  ,Z4y,y /o 

1  1  7  0  C 

1  1  ',Zj, 

3  CO 

A  £  Staley  Manufacturing  (Sept) 

cot  AO  1 
OoZ,OZ  1 

10  13  OH7 

1  ,z  io,yu  f 

1  on  40u 
1  yu,4yo 

1  C  4H 
1  0,4U 

1  7ft 
I  /  o 

o  AO 

ZOZ 

X  1  ft 

Q  J.  o 

Standard  Brands  (Dec) 

1  9A4  9AA 

1  3C7  00  1 

Z,oD  f  ,  OZ  I 

AC.0  70fl 

7c  an 

25 

g 

g 

St  mil  ml  Oil  (  ilil  |  r>i'r\ 

'l  JllvJI  U   ■  til    V  dill  [l/ll. 

1 A  7  HM  09  A 

03  030  4  1  3 

7  992  S16 

I  1  f)S  kft 

1(  1Uj,oO 

31 

13 

7 

9 

Standard  Oil  Indiana  (Dec) 

14,109,264 

14,961,489 

8,285,710 

1,076,41 

C.A 

JO 

58 

I  o 
i  y 

>  i 
o  i 

St  -mil  ml  Oil  Ohio. /H^ri 
OlailUdlu  *  'II  Willi)  |L/CV.) 

5  197  714 

S  1 00  7AS 

4  SO  20 

289 

St-ife  Street  RrKtnn  ID»>rl 

Oldlt      'lit'  i  DUslUIl  \LJ%ZK.f 

9  791  1  79 

1  77  790 

46  1 70 

8  21' 

^Q9 

1  70 

i  /  y 

1  00 
i  yz 

Ctaiirtpr  r'hi>miril  (Horl 
JldUUCI  \  IK  IllitJI  |L/Cl) 

1  667  229 

1  39W  114 

v.c,  1  000 
oo  t  ,zzy 

1  OA  ni 

xx^ 

1  C7 

13/ 

9  c.7 

Z  J  f 

Sti>rlin<j   Driiri  / 
Tit  I  llll^  L/lU^  ^IHll 

i  nn9 

1 ,0  1  H,DJU 

940  141 

94  67 

■ 

273 

■ 

■ 

J  P  Stevens  lOct) 

955,145 

1,651,451 

179,057 

36,42 

04O 

Z4y 

Stop  &  Shop  Companies  (Jan) 

A  3^  074 

1  7A0  1  14 
I ,  f  OZ,  114- 

A4  7Hft 
04,  /  Uo 

1  A  H9 

1  o,UZ 

446 

\tnrQo<>  TppImi Alnov  /Ti**pi 
JlUldJ^C    i  t  1 1 1 1 1  ■  )t\tt^  }  ^l/ttl 

3HA  8A9 

3A.^  S9  7 

OtJO,  JZ  / 

26  8 1 

3 1  0 
O  1 Z 

40  1 

4Z  1 

zuo 

Studebaker- Worthington  (Dec) 

i  nft7  onn 

1  404  rise. 

1  ,4Z4,Uoj 

30ft  071 

07O,\Jf  1 

1  1  0  QHt 

1  17,  7lf" 

407 
4y  1 

Suburban  Bancorp  (Dec) 

1  07A 

1,Z :  o,  yoz 

OO  474 

yy,  4/4 

7f\  C3  1 

/  U,  OO  1 

1  3  ACl 
10,4l> 

449 

■ 

■ 

■ 

Sumitomo  Bank  of  California  (Dec) 

1,493,243 

105,902 

42,700 

7,07. 

Zoo 

Sun  Banks  of  Florida  (Dec) 

Z,ZO  1 ,047 

1  U  1  7Q0 

1 0 1 ,  /  yz 

1  0 7  7CO 

1 Z  f ,  r  oy 

1  ^  7n 

1  J,  '  u 

P.A 

33 

55 

4  1 

OUI1  V  (Ulipjll  V  ^I-'t  t  1 

c:  407  K9A 

J,*4-7  /  ,OlD 

7  49«  0 3x 

OOI709C 

365  39. 

3  CO 

10A 

4yo 

Sunbeam  (Mar) 

/  jU,OZZ 

1   1  7W  OAC. 

2S4  734 

44  62 

4CO 

4C7 
40  / 

Sundstrand  (Dec) 

Al  X  H^A 

731  575 

34.A  9  ^A 

49  79 

13 1 

Super  Valu  Stores  (Feb) 

n^A 

4jj(UJO 

O ,  UOJ,  U\JO 

9R9  f)A3 

ZoZ,UOO 

36  92 

458 

■ 

105 

■ 

Superior  Oil  (Dec) 

1,449,569 

730,942 

1,318,303 

30,87 

o  i  n 

Z 1U 

Supermarkets  General  (Jan) 

DUo,  14/ 

0  HA  1  873 
Z,UO  l,o  <  0 

1  OA  c. co 

1 U4,  JJO 

7n  Cv^ 

4A0 

Sysco  (June) 

192  072 

829  214 

107  059 

10  931 

/I  7fl 
4  /  U 

Tarapax  (Dec) 

1  CT  A  1  o 

i  d  /,4 1  y 

1  7f»  C.7  3 

3^ft  400 

33 

00,001 

3ftO 

0  C7 

3Cft 

Tandy  (June) 

JJJ(4jJ 

1  nc,o  394 

1  (UJ",Oi4 

nA3  CQO 
ODO,  J7Z 

66  la 

DO,  H 

400 

477 

A  CC 

Tecumseh  Products  (Dec) 

OZ '  ,DOo 

770  382 

xc\o  nc,c 

JU7,UJJ 

49  821 

■ 

m 

183 

404 

Tektronix  (May) 

491,130 

598,886 

848,628 

56,84 

1  O  1 

10  3 
IZO 

1  ID 

00 

TTieieuyne  (uecj 

X  OA.l  3  7H 

3  OOf)  7CA 

o,ZZU,  <  jo 

1  00H  C.7C 
1  ,ZZo,  O  '  0 

249  4  It 

44 

1  C 
ZD 

A  1 
4  1 

7Q 

Tenneco  (Dec) 

i  n  i  3a  i  1 7 

1 U,  lo4,  11/ 

W.  7A1  AOk 
0, '  O I  ,OUo 

0  0C.0  9C.0 

465  74j 

3C0 

Tennessee  Valley  Bancorp  (Dec) 

1  ftA")  A^.  X 
1  ,oOZ,ODo 

1  c.  1  Cl  7 

49  AA3 

7  30 

34  1 

o4  1 

Tesoro  Petroleum  (Sept) 

DfSO,Uo  1 

1  07C  *i43 
1,Z  1  0,o4o 

04  H4  7 

00 
ZZ 

0 

1  3 
lo 

12. 

Texaco  Dec) 

">n  740  1  AX 
ZU,Z4y,  14o 

~)  W  Afl7  C.0  1 
Zo,OU /  ,OZ  1 

A  ZtftH  0A4 

0,40^,  704 

852  461 

268 

■ 

■ 

■ 

Texas  American  Bancshares  (Dec) 

2,346,488 

175,780 

121,525 

1 9,3 1 

59 

■ 

332 

367 

Texas  Commerce  Bancshares  (Dec) 

8,026,957 

548,235 

517,996 

64,341 

222 

213 

180 

161 

Texas  Eastern  (Dec) 

2,708,565 

2,027,598 

851,076 

137,20j 

■ 

351 

454 

389 

Texas  Gas  Transmission  (Dec) 

1,213,676 

1,219,772 

351,202 

60,39' 

448 

160 

71 

158 

Texas  Instruments  (Dec) 

1,494,081 

2,549,853 

1,821,920 

140,27 

■ 

■ 

240 

303 

Texas  Oil  &  Gas  (Aug) 

934,926 

711,052 

693,675 

78,8fi 

■  Not  on  500  list. 

tt  Figures  include  untonsolidated  subsidiaries. 
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A  Roster  of  the  US's  Biggest  Corporations 


SHARE  DATA:  1978 

Earnings 

^ash 

Shares 

Before 

Market 

Number  of 

Ont^tanninp 

l  '  l  .1 1  Kl  1  1  It, 

Where 

Ticker 

Extraordinary 

Corporate 

Employees 

000) 

(0001 

Traded 

Qvm  rw  1 1 

Items  Dividends 

(Dec.  3 1 ) 

Headquarters 

(000) 

Chief  Executive 

5,592 

26,944 

NYSE 

sx 

4.31 

2.40 

25 'A 

San  Francisco,  Cal 

46.5 

Benjamin  F  Biaggini 

3,UoV 

IN  I  jC 

SR 

8.35 

2.74 

'fO  /8 

Washington,  DC 

Z.  1 .4- 

L  Stanley  Crane 

4,821 

20,201 

NYSE 

SLC 

2.83 

0.68 

26% 

Dallas,  Tex 

37.0 

John  P  Thompson 

1,081 

11,582 

NYSE 

QK  o 

3  59 

52 

Fort  Worth,  Tex 

0.3 

Jon  Brumley 

7,229 

6,251 

NYSE 

SWB 

3  69 

I.1U 

24  Vz 

Houston,  Tex 

2.4 

John  T  Cater 

3,370 

15,146 

OTC 

SWLF 

2.50 

0.80 

18% 

Dallas,  Tex 

1.3 

William  H  Seay 

7  cnc 

Zj,7JO 

MVQP 
IN  I  OIL 

SPS 

1.64 

1.22 

10  78 

Amanllo,  Tex 

L.L 

tvuy  iuik 

5,179 

9,016 

NYSE 

SNH 

3.18 

1.00 

15% 

New  York,  NY 

17.0 

William  S  Beinecke 

3,691 

35,298 

NYSE 

SY 

5.08 

1  22 

44% 

New  York,  NY 

88.3 

J  Paul  Lyet 

3,549 

23,833 

NYSE 

SQD 

2.80 

1 .40 

20'/8 

Park  Ridge,  111 

19.8 

Mitchell  P  Kartalia 

3,577 

44,642 

NYSE 

SQB 

2.60 

1.04 

28 

New  York,  NY 

37.0 

Richard  M  Furlaud 

1  1  CO 
+,  1  oZ 

1 1  to  /  o 

MVQP 
IN  I  OE, 

STA 

1.26 

1.00 

lO  /4 

Decatur,  111 

uoiijiu  c  iiiuiuiunu 

4,289 

28,077 

NYSE 

SB 

2.68 

1.34 

23'/« 

New  York,  NY 

23.3 

F  Ross  Johnson 

7,414 

170,507 

NYSE 

SD 

6  48 

2  55 

46% 

San  Francisco,  Cal 

37.6 

Harold  J  Haynes 

3,567 

146,326 

NYSE 

7  36 

2  80 

56% 

Chicago,  111 

47.0 

John  E  Swearingen 

i,704 

120,018 

NYSE 

SOH 

4.00 

0.83 

42% 

Cleveland,  Ohio 

24.1 

Alton  W  Whitehouse  Jr 

3.60 

1.40 

ZU  /4 

Boston,  Mass 

3  n 

O.U 

William  S  Edgerly 

4,355 

43,792 

NYSE 

QTF 
air 

2.88 

0.98 

19'/2 

Westport,  Conn 

13.1 

H  Barclay  Morley 

1,156 

60,169 

NYSE 

STY 

1.57 

0.75 

15% 

New  York,  NY 

27.3 

Dr  W  Clarke  Wescoe 

1,031 

12,905 

NYSE 

O  1  IN 

2  83 

1  09 

13% 

New  York,  NY 

43.4 

James  D  Finley 

3,237 

3,982 

NYSE 

SHP 

4.00 

1.03 

16 'A 

Boston,  Mass 

26.0 

Sidney  R  Rabb 

jt"  f . j 

1  3  Adzl 

MVQP 
IN  I  o£ 

STK 

1.15 

none 

I  p  /8 

Louisville,  Colo 

o.o 

Jesse  I  Awtida 

?,600 

14,091 

NYSE 

SKW 

8.06 

0.96 

28% 

New  York,  NY 

25.9 

Derald  H  Ruttenberg 

5,287 

4,625 

OTC 

SUBC 

2  90 

1  40 

15% 

Hyattsville,  Md 

1.8 

Robert  F  Tardio 

3,377 

3,050 

OTC 

SUMI 

2.32 

0.86 

14 

San  Francisco,  Cal 

1.4 

Nimei  Akamatsu 

?,437 

9,923 

OTC 

SNBK 

1.59 

0.63 

12% 

Orlando,  Fla 

3.8 

Richard  F  Livingston 

.,Zoo 

i  in 

MVQP 
IN  I  it 

SUN 

6.82 

2.73 

Al  1A 
^fZ  72 

Radnor,  Pa 

33  7 

oo.  I 

Theodore  A  Burtis 

5,654 

14,875 

NYSE 

SMB 

3.01 

1.30 

17'/s 

Chicago,  111 

29.1 

Robert  P  Gwinn 

J,  534 

15,738 

NYSE 

SNS 

3.05 

0.73 

22 

Rocktord,  111 

15.7 

James  W  Ethington 

1,332 

18,052 

NYSE 

svu 

2.05 

0.49 

15% 

Hopkins,  Minn 

13.5 

Jack  J  Crocker 

7,478 

4,007 

NYSE 

soc 

7.71 

2.50 

329 

Houston,  Tex 

3.8 

Howard  B  Keck 

4,851 

8,121 

NYSE 

SGL 

2.42 

0.39 

12% 

Woodbridge,  NJ 

27.0 

Louis  Lowenstein 

),UJ7 

a  m  l 

A  QF 

3.23 

0.48 

ZO  /8 

Houston,  Tex 

Inlin  F  R^iitin 
JUI1II  r  Ddugll 

5,566 

1 1,283 

OTC 

TPAX 

2.98 

2.35 

30 

Lake  Success,  NY 

2.6 

E  Russell  Sprague 

3,025 

24,352 

NYSE 

TAV 

2.75 

none 

27'A 

Fort  Worth,  Tex 

20.0 

Phil  D  North 

?,831 

5,470 

OTC 

i 

0  1  1 

7.1  1 

4  60 

56'/2 

Tecumseh,  Mich 

10.4 

Kenneth  G  Herrick 

1,140 

17,913 

NYSE 

TEK 

3.19 

0.52 

47% 

Beaverton,  Ore 

19.1 

Ear)  Wantland 

3,070 

13,760 

NYSE 

TDY 

17.69 

none 

89% 

Los  Angeles,  Cal 

48.6 

Henry  E  Singleton 

1  744 

97  529 

NYSE 

TGT 

4.53 

2.05 

Houston,  Tex 

104  0 

),848 

3,923 

OTC 

TVBC 

1.82 

0.80 

107/8 

Nashville,  Tenn 

2.0 

William  F  Earthman 

$,945 

12,334 

NYSE 

TSO 

1.75 

none 

7% 

San  Antonio,  Tex 

4.1 

Robert  V  West  Jr 

1,332 

271,454 

NYSE 

TX 

3.14 

2.00 

23% 

White  Plains,  NY 

67.8 

Maurice  F  Granville 

$,701 

4,861 

OTC 

TABS 

4.13 

0.91 

25 

Fort  Worth,  Tex 

1.9 

Lewis  H  Bond 

1,460 

14,339 

NYSE 

TCB 

4.71 

1.22 

36'/s 

Houston,  Tex 

4.9 

Ben  F  Love 

j  743 

i  ^  i  id. 

MVQP 

IN  I  JL 

TET 

5.49 

2.20 

•DO  78 

Houston,  Tex 

D.  1 

George  F  Kirby 

1,915 

9,893 

NYSE 

TXG 

5.79 

2.58 

35Vi 

Owensboro,  Ky 

12.1 

Dennis  R  Hendrix 

1,275 

22,774 

NYSE 

TXN 

6.15 

1.68 

80 

Dallas,  Tex 

78.6 

Mark  Shepherd  Jr 

7,561 

21,593 

NYSE 

TXO 

3.65 

0.29 

32  '/s 

Dallas,  Tex 

1.9 

William  L  Hutchison 

hare  data  adjusted  for  stock  splits  and  stock  dividends  through  May 

14,  1979. 

BES,  MAY  14,  1979 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK  1978- 


Market  Value 


Net 

oaiLs 

of  Common 

iNti  i  ron 

- 

Assets 

Sales 

Value  ' 

Profits 

Company  |and  fiscal  year  end) 

($0001 

($0001 

|$000) 

(S000I 

92 

282 

88 

94 

Texas  Utilities 

|Dec) 

5,161,808 

1,604,356 

1,522,571 

200, 73j 

446 

■ 

293 

452 

Texasgulf 

[Dec) 

1,513,785 

602,253 

579,901 

so,  id 

331 

121 

195 

117 

Textron 

[Dec) 

1,987,976 

3,230,640 

809,340 

168,07! 

408 

■ 

■ 

■ 

Third  National  Corp 

[Dec) 

1,623,770 

127,894 

46,825 

8,1?« 

■ 

■ 

482 

■ 

Thomas  &  Betts 

[Dec) 

154,475 

189,860 

319,638 

25,37] 

■ 

405 

■ 

457 

453 

Tiger  International 

[Dec) 

1,633,090 

699,671 

346,881 

50,01 

362 

264 

LSI 

210 

Time  Inc 

[Dec) 

1,801,368 

1,697,585 

959,182 

1 19,021 

■ 

314 

143 

151 

Times  Mirror 

[Dec) 

1,002,253 

1,411,356 

1,008,079 

142,39j 

■ 

379 

310 

270 

Timken 

IDec) 

863,308 

1,105,818 

546,852 

88,63 

■ 

■ 

467 

422 

Toledo  Edison 

(Dec) 

1,255,947 

340,056 

340,118 

54,44 

■ 

363 

■ 

■ 

Tosco 

[Dec) 

458,829 

1,165,697 

108,522 

18,97 

0,895 

444 

498 

449 

449 

Trans  Union  Corp 

[Dec) 

1,522,683 

772,706 

357,450 

50,54 

40,531 

260 

98 

■ 

279 

'••Trans  World 

[Dec) 

2,386,675 

3,695,001 

278,618 

86,64 

m 

73 

105 

129 

88 

Transamerica 

[Dec) 

6,703,575 

3,526,529 

1,099,578 

204,3C 

up 

271 

405 

362 

393 

Transco  Companies 

[Dec) 

2,339,457 

974,924 

476,731 

59,53 

407 

■ 

■ 

■ 

Transohio  Financial 

[Dec) 

1,625,134 

133,138 

47,713 

1 5,01 

p 

■ 

475 

■ 

■ 

Transway  International 

Dec) 

294,072 

809,433 

138,052 

27,59 

i  - 

24 

34 

93 

40 

Travelers 

[Dec) 

17,202,811 

7,316,780 

1,450,610 

372,20 

■.: 

234 

■ 

■ 

■ 

Trust  Company  of  Georgia 

[Dec) 

2,613,340 

211,018 

137,312 

19,89 

W 

277 

95 

140 

113 

TRW 

[Dec) 

2,327,036 

3,787,248 

1,027,980 

174,24 

R4 

■ 

■ 

472 

465 

Tucson  Gas  &  Electric 

[Dec) 

967,006 

225,414 

332,953 

48,41 

■ 

458 

■ 

■ 

Turner  Construction 

[Dec) 

171,607 

859,846 

28,586 

3,64 

m 

■ 

■ 

■ 

396 

Twentieth  Century-Fox 

[Dec) 

570,999 

610,877 

239,559 

58,39 

148 

90 

213 

55 

UAL 

Dec) 

3,697,222 

3,890,298 

764,357 

302,25 

:  - 

89 

■ 

489 

■ 

Union  Bancorp 

Dec) 

5,328,393 

365,108 

317,034 

27,34 

• 

■ 

356 

121 

197 

Union  Camp 

Dec) 

1,244,874 

1,192,124 

1,159,322 

122,72 

w 

61 

28 

56 

37 

Union  Carbide 

Dec) 

7,866,180 

7,869,704 

2,212,210 

394,31 

440 

■ 

■ 

■ 

Union  Commerce  Corp 

Dec) 

1,526,004 

118,273 

31,144 

4,0C 

215 

437 

237 

207 

Union  Electric 

[Dec) 

2,800,209 

903,988 

694,2&3 

119,85 

■ 

83 

49 

47 

38 

Union  Oil  Company  of  California 

Dec) 

5,524,554 

5,954,947 

2,500,440 

382,2? 

1  1A 

1  1A 

A  Q 

4y 

o4 

Union  Pacific  Corp 

Dec) 

A   A  IT  111 

4,4o  / ,  1  1  1 

1&.A  1  1 
ZO+,  1  J 

■  - 

350 

146 

■ 

■ 

Uniroyal 

Dec) 

1,870,960 

2,735,856 

149,439 

5,8? 

347 

■ 

■ 

■ 

United  Bank  Corp  of  New  York 

Dec) 

1,887,663 

135,565 

122,618 

21, 5C 

Kill 

302 

■ 

■ 

■ 

United  Banks  of  Colorado 

Dec) 

2,117,010 

169,626 

100,147 

16,13 

■ 

148 

■ 

■ 

United  Brands 

June 

1,188,350 

2,724,282 

108,072 

12,5<= 

■■■ 

■ 

215 

423 

291 

United  Energy  Resources 

Dec) 

1,107,932 

2,004,226 

393,880 

82,35 

Z4j 

United  Financial  Corp  of  California 

[Dec) 

11 A  Al  3 
ZZO,--+Zo 

11*)    ft  GlH 

261 

■ 

■ 

■ 

United  Jersey  Banks 

Dec) 

2,385,381 

175,231 

60,164 

11,41 

452 

■ 

■ 

■ 

United  Missouri  Bancshares 

Dec) 

1,470,339 

101,283 

65,513 

H.8.; 

,:  ! 

136 

■ 

■ 

485 

U  S  Bancorp 

Dec) 

4,089,084 

331,240 

303,147 

45,61 

SI.07; 

175 

224 

184 

81 

U  S  Fidelity  &  Guaranty 

Dec) 

3,209,902 

1,938,266 

840,550 

212,5J 

\w 

a 

316 

393 

234 

United  States  Gypsum 

Dec) 

1,005,97ft. 

1,398,032 

434,354 

109,1 

t+J  I 

U  S  Industries 

Dec) 

i  17(1  489 

1  ,  O  '  O,  H  O  7 

215  728 

50  I. 

K 

41 

19 

72 

70 

United  States  Steel 

Dec) 

10,536,300 

11,049,500 

1,818,299 

242,0( 

376 

■ 

■ 

■ 

"-United  States  Trust 

Dec) 

1,730,857 

152,080 

77,974 

10,0: 

12.06- 

138 

45 

83 

73 

United  Technologies 

Dec) 

4,074,235 

6,265,318 

1,595,702 

234,  V 

$13! 

164  ■ 

311 

126 

125 

United  Telecommunications 

Dec) 

3,300,750 

1,433,006 

1,115,119 

160,3^ 

SJ,798 

183 

a 

■ 

■ 

United  Virginia  Bankshares 

Dec) 

3,140,184 

266,011 

122,532 

22, 1« 

Not  on  500  list. 


15  Formerly  Trans  World  Airlines. 

16  Formerly  United  States  Trust  Co.  of  New  York. 
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FORBES,  MAY  14,  1 


A  Roster  of  the  US's  Biggest  Corporations 


Shares 


-SHARE  DATA:  1978 — 
Earnings 
Before 


Market 


Number  of 


Flow 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

($000) 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31 

Headquarters 

(000) 

Chief  Executive 

35,076 

80,666 

NYSE 

TXU 

2.54 

1.49 

18% 

Dallas,  Tex 

11.9 

T  Louis  Austin  ft 

90,512 

31,346 

NYSE 

TG 

1.33 

1.20 

18'/2 

Stamford,  Conn 

5.5 

Charles  F  Fogarty 

24,510 

31,584 

NYSE 

TXT 

4.47 

1.55 

25% 

Providence,  RI 

69.6 

Joseph  B  Collinson 

10,980 

2,386 

OTC 

TDAT 

3.43 

1.00 

19% 

Nashville,  Tenn 

1.9 

Charles  J  Kane 

30,344 

7,679 

NYSE 

TNB 

3.30 

1.18 

41% 

Raritan,  NJ 

2.8 

I  David  Parkinson 

36,292 

14,231 

NYSE 

TGR 

3.68 

0.58 

24% 

Los  Angeles,  Cal 

7.2 

Wayne  M  HoSman 

:60,642 

22,437 

NYSE 

TL 

5.47 

1.45 

42% 

New  York,  NY 

23.4 

Andrew  Heiskell 

'83,430 

33,885 

NYSE 

TMC 

4.13 

1.00 

29% 

Los  Angeles,  Cal 

21.9 

Franklin  D  Murphy 

37,646 

10,992 

NYSE 

TKR 

8.04 

3.00 

49% 

Canton,  Ohio 

23.3 

Herbert  E  Markley 

84,646 

15,728 

NYSE 

TED 

2.78 

2.12 

21% 

Toledo,  Ohio 

2.2 

John  P  Williamson 

42,895 

18,087 

OTC 

TOSC 

0.88 

none 

6 

Los  Angeles,  Cal 

3.5 

Morton  M  Winston 

40,531 

11,915 

NYSE 

TU 

4.25 

2.02 

30 

Lincolnshire,  111 

13.2 

Jerome  W  Van  Gorkom 

82,986 

15,921 

NYSE 

TWA 

4.54 

none 

nvi 

New  York,  NY 

87.5 

L  Edwin  Smart 

46,645 

66,140 

NYSE 

TA 

3.07 

0.85 

16% 

San  Francisco,  Cal 

27.1 

John  R  Beckett 

95,959 

22,975 

NYSE 

E 

2.61 

no 

20% 

Houston,  Tex 

2.1 

William  J  Bowen 

115,918 

3,677 

NYSE 

TFC 

4.10 

0.38 

12% 

Cleveland,  Ohio 

0.6 

Warner  B  Bishop 

W  1,043 

6,535 

NYSE 

TNW 

4.20 

1.60 

21  Va 

New  York,  NY 

7.6 

G  Russell  Moir 

[72,200 

42,665 

NYSE 

TIC 

8.56 

1.58 

34 

Hartford,  Conn 

29.0 

Morrison  H  Beach 

125,937 

4,904 

OTC 

TRGA 

4.05 

1.25 

28 

Atlanta,  Ga 

3.3 

Robert  Strickland 

172,430 

28,555 

NYSE 

TRW 

5.42 

1.75 

36 

Cleveland,  Ohio 

93.4 

Ruben  F  Mettler 

171,580 

21,309 

NYSE 

TGE 

2.04 

1.32 

15% 

Tucson,  Ariz 

1.2 

Theodore  M  Welp 

1  4,283 

1,089 

ASE 

TUR 

3.37 

1.75 

26'A 

New  York,  NY 

1.5 

Walter  B  Shaw 

176,196 

7,759 

NYSE 

TF 

7.25 

2.20 

30% 

Los  Angeles,  Cal 

5.4 

Dennis  C  Stanfill 

^53,048 

26,244 

NYSE 

UAL 

11.93 

0.80 

29  Va 

Elk  Grove  Township,  111 

70.7 

Edward  E  Carlson 

Il9,787 

11,124 

NYSE 

UNB 

2.46 

0.88 

28  Vi 

Los  Angeles,  Cal 

3.8 

Harry  J  Volk 

i?2,290 

24,279 

NYSE 

ucc 

5.06 

2.10 

47% 

Wayne,  NJ 

15.2 

Alexander  Calder  Jr 

H0,885 

65,065 

NYSE 

UK 

6.09 

2.80 

34 

New  York,  NY 

113.4 

William  S  Sneath 

I  5,637 

3,775 

NYSE 

UCM 

0.83 

none 

8% 

Cleveland,  Ohio 

1.3 

committee 

03,375 

51,909 

NYSE 

UEP 

2.01 

1.40 

13% 

St  Louis,  Mo 

6.6 

Charles  J  Dougherty 

03,072 

87,926 

NYSE 

UCL 

4.37 

1.15 

28Vi 

Los  Angeles,  Cal 

16.3 

Fred  L  Hartley 

30,91 1 

47  592 

NYSE 

UNP 

5.55 

2.00 

51  Vi 

New  York  NY 

32.4 

James  H  Evans 

j?5,926 

26,567 

NYSE 

R 

0.04 

0.38 

5% 

Middlebury,  Conn 

49.2 

David  Beretta 

144,611 

6,457 

OTC 

UBNY 

3.26 

1.57 

18% 

Albany,  NY 

2.2 

Peter  D  Kiernan 

110,596 

4,026 

OTC 

UBKS 

4.08 

1.44 

24% 

Denver,  Colo 

2.6 

N  Berne  Hart 

M6,452 

10,944 

NYSE 

UB 

0.95 

0.15 

97s 

New  York,  NY 

47.2 

Seymour  Milstein 

151,661 

11,846 

NYSE 

UER 

6.96 

1.99 

33 'A 

Houston,  Tex 

2.7 

J  Hugh  Roff  Jr 

ji0,454 

7,234 

NYSE 

UFL 

3.89 

0.72 

155/8 

Jail  1  1  all\-l  3t_  VJ,  v  ,M 

1.1 

Anthony  Frank 

3,900 

5,408 

NYSE 

UIB 

2.13 

1.04 

IV/e 

Princeton,  NJ 

2.6 

Edward  A  Jesser  Jr 

15,189 

3,494 

OTC 

UMSB 

3.42 

0.91 

18% 

Kansas  City,  Mo 

1.7 

R  Crosby  Kemper 

*1,072 

12,934 

OTC 

USBC 

3.53 

0.82 

23  Vi 

Portland,  Ore 

5.1 

John  A  Elorriaga 

16,647 

27,559 

NYSE 

FG 

7.75 

1.92 

30Vi 

Baltimore,  Md 

8.4 

Williford  Gragg 

•5,530 

16,626 

NYSE 

USG 

6.37 

1.75 

26'/« 

Chicago,  111 

20.7 

Graham  J  Morgan 

7,433 

27,394 

NYSE 

USI 

1.62 

0.55 

7% 

New  York,  NY 

26.0 

I  John  Billera 

7,600 

85,567 

NYSE 

X 

2.85 

1.60 

21% 

Pittsburgh,  Pa 

166.8 

Edgar  B  Speer 

2,067 

2,999 

OTC 

USTC 

3.34 

1.90 

26 

New  York,  NY 

1.5 

Tom  Killefer 

.2,132 

41,047 

NYSE 

UTX 

5.45 

2.00 

38% 

Hartford,  Conn 

152.2 

Harry  J  Gray 

7,798 

59,473 

NYSE 

UT 

2.60 

1.38 

18% 

Westwood,  Kan 

26.1 

Paul  H  Henson 

7,625 

5,386 

OTC 

UVBK 

4.12 

1.29 

22% 

Richmond,  Va 

4.5 

Joseph  A  Jennings 

share  data  adiusted  for  stock  splits  and  stock  dividends  through  May  14,  1979. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK:  1978- 


Market  Value 

Market 

Net 

Assets 

Sales 

of  Common 

Net  Profit 

! ' 

Sales 

Profits 

rnmn^nv  l  inn  fitifal  vpar  t*nnl 

($000) 

1  "SOOOI 

K000I 

■ 

466 

■ 

■ 

Universal  Leaf  Tobacco  (June) 

208,796 

839,163 

157,217 

21,29' 

330 

92 

182 

1  907  69  5 

1  3  39  674 

1  452  1 74 

1 29  40! 

j(,r4'4 

228 

409 

319 

I JSI  IFF  (Decl 

9  657  69  1 

69D  1  90 

4 1 1  008 

75  521 

3ftA 

279 

328 

■v  itin  ruwci  ol  l- 1 jj 1 1 1  ii_/ccj 

1  701  631 

49  1  6f)6 

60Q  9XD 

71  11 

125 

■ 

■ 

V*iIIpv  Matinnal  R:*nL  nf  AriTnna  (Oprl 
v  aiivy  iiaiiuiioi  ua  lift  ui  r».  i  iz,uii<»  il/cvj 

4  411  550 

344  140 

218  614 

33  96< 

(1,224 

91 

304 

1 18 

90 

Virginia  Electric  &  Power  (Dec) 

5,211,043 

1,464,905 

1,193,374 

203,8frj 

256 

■ 

■ 

Virginia  Matinnal  R  inL~-.li  iri"»  IDppI 

2  414,628 

207  163 

86  996 

18  36! 

■ 

■ 

476 

440 

Vulcan  Materials  (Dec) 

485,500 

651,973 

327,814 

5130; 

121 

g 

Warnnvia  rnrn  1  OppI 

■  T  AVll  "Ll  V  111    V .  W I  I J  1  L/CvJ 

4  501 414 

399  966 

187  969 

34  79( 

P0.S99 

413 

462 

/Mart  ^tnrpc  /  lanl 

394  666 

960  778 

343  047 

29  445 


a 

422 

■ 

■ 

Waldbaum  (Dec) 

161,505 

941,479 

22, 1 63 

7,0H 

• 

■ 

355 

■ 

■ 

Walgreen  (Aug) 

359,702 

1,192,855 

1 66,090 

24,03 

. :- 

450 

Wanff  T  aiinratnrsp^  (Iiinpl 

Wtllll^  L/dUultZLUllCS  1  |  UI1CI 

173  194 

197,951 

357  908 

15  59: 

:;" 

490 

336 

268 

276 

Wampr  Cnmmiiniratiftn';  iDpr^ 

'  •  u  1  1 1 1  1    \   U  1  1  1  1  1 1  U  I  II     tl  11 VII 9  1  MS  t  \.J 

1  308  877 

1  309  419 

639  804 

87  1 04 

H3.969 

227 

138 

69 

86 

Warner-Lambert  (Dec) 

9  666  982 

2,878,496 

1,887,888 

207,94j 

2'0"! 

300 

448 

■ 

■ 

Washington  National  Corp  (Dec) 

2,144,880 

877,222 

151,706 

31,71 

jyn 

■ 

■ 

441 

458 

Washington  Post  (Dec) 

328,517 

520,398 

369,861 

49,720 

M> 

495 

■ 

W^aste  /Management  (Dec) 

344396 

307,1 12 

313,240 

27,42? 

•  ■' 

23 

302 

278 

232 

Wells  Fargo  (Dec) 

18,61 1,436 

1,488,359 

61 1,479 

1 10,144 

■ 

500 

■ 

Wendy's  International  (Dec) 

1 29  308 

193  094 

307,896 

23,2U 

■ 

444 

■ 

■ 

West  Point-Pepperell  (Aug) 

546,301 

885,187 

158,297 

32,39 

467 

Wpctprn  Air  I  inc..  MPrl 
VtCSICIII  -T.il    H  1 1  ' .  *>  iLJtZK^f 

703  940 

834  513 

107  333 

38  54' 

12 

216 

169 

126 

Western  Bancorporation  (Dec) 

25,956,614 

2,000,065 

886,377 

160,24i 

92,52' 

466 

g 

■ 

Wp^tprn  Finatirial  /Dpc*1 

>  »  L    '  1 1  i  ;  1    I   1  II  J  IK  1.1  1  ILrtvl 

1  430  224 

1 17,239 

29,295 

12,06) 

IJ.2M 

375 

■ 

486 

Wficfpfn  TTninn  IDpfl 

T'ColClll    KJ  IL/CVI 

1  738  563 

687,777 

232,319 

45,65.' 

74 

41 

98 

49 

Westinghouse  Electric  (Dec) 

6,317,600 

6,663,300 

1,426,242 

3 1  l,30l! 

! 

■ 

370 

395 

359 

Westvaco  (Oct) 

947,866 

1,139,196 

432,781 

65,94i 

- 

407 

^Vpttprmi  ( /Marl 

•  ICllCldU  1  .'lul  1 

168,591 

973  606 

84,788 

10,26' 

1 22 

Q3 

yo 

31; 

W,  i  >  \ '  i  •  r  n  a  pi  i  cpr  1  TlPcfl 
V»cyCI  UdCUsCl  I  L/CL  J 

4  463  619 

3  799  44 1 

3  059  663 

412,63; 

■ 

365 

■ 

■ 

Wheeling-Pittsburgh  Steel  (Dec) 

793,226 

1, 154,848 

39,564 

19,01 

53,562 

■ 

208 

243 

248 

Whirlpool  (Dec) 

931,703 

2,082,882 

691,847 

99,60 

■ 

271 

■ 

421 

White  Consolidated  Industries  (Dec) 

995,140 

1,655,979 

192,61 1 

54,51. 

38 1 

White  Mnrnr  iDtTl 

"IlllC  1'IUIUI  IL/CCJ 

617  763 

1  095  713 

61,920 

32c 

417 

■ 

■ 

\<VliitnPv  HfilrlintJ  Cnrn  /DppI 

*r  III             y    1 1UIU1I1C    V    UI  U  IL/Cll 

1  607,946 

108,952 

194,831 

18,55' 

),21' 

446 

*'  111  LlilM  I   y  WLIJ 

550  9  39 

883  843 

152,996 

31,64. 

228 

VV                 |  UK! 

755  221 

1  910  143 

135,063 

34,37! 

■ 

500 

407 

395 

Willamette  Industries  (Dec) 

583,706 

772,293 

415,191 

59,40! 

17,255 
.u; 

312 

300 

416 

■ 

Williams  Companies  (Dec) 

2,081,135 

1,497,008 

406,500 

12,84 

457 

Wilminatnti  TVn«t  /F"ippl 

V*  11 1111 llU 1 Ull    HUM             I  | 

1  452  947 

109  282 

66,000 

10,99l 

12,949 

72 

186 

286 

Winn  Ftivlp  Sriircv  [lunpl 

TV  Mill    £  '1  ML  JIVIC9  IIUIIEJ 

765,836 

4,444,255 

835,483 

84,01 

I4J(070 

49W 

3^ft 

JJD 

39A 

VVisconsin  Electric  Power  (Dec) 

1  565  171 

752  61 1 

480  324 

71,60 

&MI 

223 

48 

300 

180 

F  W  Woolworth  (Ian) 

2,707,500 

6,102,800 

564,355 

130,30 

^,60 

82 

50 

29 

29 

Xerox  (Dec) 

5,577,900 

5,901,900 

4,287,743 

464,90f 

19.20c"! 

■ 

493 

Yellow  Freight  System  (Dec) 

400,725 

780,786 

279,123 

39,02: 

«,55( 

■ 

487 

Zale  (Mar) 

534,166 

790,556 

205,408 

28,35; 

10,894 

■ 

319 

Zayre  (fan) 

476,243 

1,394,109 

50,909 

14,01 

!'(«! 
fo?4 

■ 

402 

Zenith  Radio  (Dec) 

483,999 

980,024 

242,514 

23,34 

480 

■ 

Zions  Utah  Bancorporation  (Dec) 

1,360,198 

116,019 

62,738 

12,10. 

1,541 

Not  on  500  list. 
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A  Roster  of  the  US's  Biggest  Corporations 


CHADP  riAXA-  107fi 

Cash 
Flow 
($000) 

Shares 
Outstanding 
(000) 

Where 
Traded 

Ticker 
Symbol 

Earnings 
Before 
Extraordinary 
Items 

Dividends 

Market 
Price 
(Dec.  31 

Corporate 
Headquarters 

Number  of 
Employees 
(000) 

Chief  Executive 

26,362 

9,114 

NYSE 

UW 

2.28 

1.02 

17V* 

Richmond,  Va 

13.0 

Gordon  L  Crenshaw 

164,474 

29,712 

NYSE 

UP) 

4.36 

1.29 

48% 

Kalamazoo,  Mich 

19.9 

Ray  T  Parfet  )r 

;  79,245 

21,632 

NYSE 

USH 

3.36 

0.61 

19 

New  York,  NY 

4.1 

Gordon  E  Crosby  Jr 

104,925 

32,713 

NYSE 

UTP 

1.93 

1.58 

18% 

Salt  Lake  City,  Utah 

3.6 

E  Allan  Hunter 

'  41,224 

9,937 

OTC 

VNBK 

3.66 

1.08 

22 

Phoenix,  Ariz 

5.8 

Gilbert  F  Bradley 

'S57,807 

85,241 

NYSE 

VEL 

1.88 

1.30 

14 

Richmond,  Va 

9.7 

T  (ustin  Moore  Jr 

'  24,398 

.  6,757 

OTC 

VNAT 

2.72 

0.89 

12% 

Norfolk,  Va 

4.0 

W  Wright  Harrison 

'  88,936 

11,452 

NYSE 

VMC 

4.43 

1.30 

28% 

Birmingham.  Ala 

6.1 

W  Houston  Blount 

40,899 

11,479 

NYSE 

WB 

2.25 

0.64 

16% 

Winston-Salem,  NC 

5.3 

John  G  Medlin  Jr 

38,693 

15,079 

NYSE 

WMT 

1.93 

0.21 

22% 

Bentonville,  Ark 

17.6 

Sam  M  Walton 

17,193 

2,396 

OTC 

WALD 

2.93 

none 

9 'A 

Central  Islip,  NY 

5.0 

Ira  Waldbaum 

34,485 

6,677 

NYSE 

WAG 

3.61 

1.23 

247s 

Deerfield,  111 

26.0 

Charles  R  Walgreen  ID 

;  25,335 

12,007 

ASE 

WAN 

1.38 

0.05 

29% 

Lowell,  Mass 

6.5 

An  Wang 

23,969 

17,680 

NYSE 

WCI 

4.58 

0.71 

36% 

New  York,  NY 

8.5 

Steven  J  Ross 

'.70,552 

79,490 

NYSE 

WLA 

2.61 

1.18 

23% 

Morris  Plains,  NJ 

58.0 

Ward  S  Hagan 

'35,314 

6,525 

NYSE 

WNT 

4.34 

1.10 

23% 

Evanston,  111 

9.8 

Stanley  P  Hutchison 

61,655 

15,908 

ASE 

WPOB 

3.56 

0.30 

23% 

Washington,  DC 

4.9 

Katharine  Graham 

55,749 

1 1,548 

NYSE 

WMX 

2.52 

0.45 

27V4 

Oak  Brook,  111 

4.5 

Dean  L  Buntrock 

26,812 

22,543 

NYSE 

WFC 

4.91 

1.33 

27% 

San  Francisco,  Cal 

15.4 

Richard  P  Cooley 

28,020 

13,838 

OTC 

WNDY 

1.66 

0.14 

22% 

Dublin,  Ohio 

10.0 

R  David  Thomas 

53,526 

4,852 

NYSE 

WPM 

6.71 

2.50 

32% 

West  Point,  Ga 

24.0 

Joseph  L  Lanier  Jr 

85,641 

13,010 

NYSE 

WAL 

2.82 

0.40 

8% 

Los  Angeles,  Cal 

10.8 

Arthur  F  Kelly 

92,527 

36,741 

NYSE 

WBC 

4.36 

1.25 

24  % 

Los  Angeles,  Cal 

27.5 

Joseph  J  Pinola 

13,284 

2,170 

ASE 

WFN 

5.52 

0.33 

13% 

Phoenix,  Ariz 

0.6 

Gary  Driggs 

78,447 

15,234 

NYSE 

WU 

2.35 

1.40 

15% 

Upper  Saddle  River,  NJ 

14.4 

Russell  W  McFall 

60,200 

85,789 

NYSE 

WX 

3.59 

0.97 

16% 

Pittsburgh,  Pa 

141.8 

Robert  E  Kirby 

14,465 

16,889 

NYSE 

W 

3.90 

1.23 

25% 

New  York,  NY 

16.0 

David  L  Luke  III 

17,760 

7,140 

OTC 

WETT 

1.44 

0.68 

11% 

Hazelwood,  Mo 

3.0 

Ted  C  Wetterau 

^99,873 

123,966 

NYSE 

WY 

3.18 

0.85 

24% 

Tacoma,  Wash 

46.0 

George  H  Weyerhaeuser 

'53,562 

3,768 

NYSE 

WHX 

4.23 

none 

10% 

Pittsburgh,  Pa 

14.4 

Dennis  J  Carney 

i45,588 

36,175 

NYSE 

WtlK 

0  7£ 

1.20 

19'/8 

Benton  Harbor,  Mich 

22.3 

John  H  Platts 

'78,762 

1 1,414 

NYSE 

wsw 

4.33 

1.23 

167s 

Cleveland,  Ohio 

31.0 

Roy  H  Holdt 

(12,674 

8,256 

NYSE 

WH 

-0.06 

none 

7% 

Eastlake,  Ohio 

9.2 

Semon  E  Knudsen 

[19,247 

2,141 

OTC 

8.67 

3.25 

91 

New  Orleans,  La 

0.8 

Patrick  A  Delaney 

[44,390 

13,304 

NYSE 

WKR 

2.24 

0.20 

11  % 

Los  Angeles,  Cal 

13.8 

Joseph  F  Alibrandi 

1 64,449 

10,805 

NYSE 

WIX 

3.14 

0.89 

12V2 

San  Diego,  Cal 

16.8 

Emil  L  McNeely 

B'7,255 

13,956 

OTC 

W  IV1  I  1 

A  TA 
4  .ZO 

1.04 

29% 

Portland,  Ore 

8.4 

Gene  D  Knudson 

88,839 

27, 100 

NYSE 

WMB 

0.47 

1.00 

15 

Tulsa,  Okla 

7.4 

Joseph  H  Williams 

12,949 

2,000 

OTC 

WILM 

5.50 

3.20 

33 

Wilmington,  Del 

1.4 

William  W  Geddes 

43,070 

28,441 

NYSE 

WIN 

2.96 

1.35 

29% 

Jacksonville,  Fla 

55.5 

Bert  L  Thomas 

28,382 

18,474 

NYSE 

WPC 

3.50 

2.21 

26 

Milwaukee,  Wise 

5.8 

Charles  S  McNeer 

37,600 

29,128 

NYSE 

Z 

4.34 

1.40 

19% 

New  York,  NY 

203.2 

Edward  F  Gibbons 

119,200 

80,521 

NYSE 

YD  Y 
AKA 

£  77 

3.  f  I 

1.90 

53% 

Stamford,  Conn 

104.7 

C  Peter  McColough 

j78,550 

14,314 

OTC 

YELL 

2.73 

0.64 

19'/2 

Overland  Park,  Kan 

16.5 

George  E  Powell  Jr 

10,894 

12,838 

NYSE 

ZAL 

2.11 

0.94 

16 

Dallas,  Tex 

16.8 

Donald  Zale 

]>7,003 

5,028 

NYSE 

ZY 

2.71 

none 

10% 

Framingham,  Mass 

26.0 

Maurice  Segall 

B9,374 

18,836 

NYSE 

ZE 

1.24 

1.00 

12% 

Glenview,  111 

22.7 

John  J  Nevin 

113,541 

3,302 

OTC 

ZION 

3.66 

0.75 

19 

Salt  Lake  City,  Utah 

1.5 

Roy  W  Simmons 

'i  share  data  adiusted  for  stock  splits  and  stock  div 

dends  through  May  14,  1979. 
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The  Employee  Roster 


Unless  they  were  chopping  off  op- 
erations or  otherwise  in  trouble, 
most  of  the  big  U.S.  companies 
increased  employment  last  year. 


Of  all  the  figures  on  major  U.S.  companies,  the  steadi- 
est ones — fortunately  for  the  nation's  health  and  tran- 
quility— are  those  on  jobs.  Especially,  that  is,  if  the  job 
trend  was  up,  which  it  was  again  last  year.  In  1978  the  500 
largest  U.S.  corporate  employers  provided  an  impressive  21.6 
million  jobs,  compared  with  20.7  million  the  year  before. 
That's  a  gain  of  910,000  in  a  single  year,  and  compares  with  a 
gain  of  650,000  the  year  before  that.  Admittedly  the  figures  are 
a  bit  fuzzy,  in  terms  of  how  part-time  employees  are  included, 
whether  foreign  employees  are  in  the  company  totals,  and  the 
like.  But  since  the  same  uncertainties  apply  equally  to  both 
years,  the  achievement  is  both  real  and  impressive. 

The  steadiness  of  the  corporate  employment  rosters  is  phe- 
nomenal. Sales  may  (and  often  do)  vary,  and  individual  com- 
pany profits  are,  of  course,  subject  to  wide  swings.  But  in 
employment,  companies  tend  to  move  in  a  kind  of  precision 
drill.  For  example,  the  top  seven  companies  on  this  year's  list, 
from  AT&T  to  IBM,  were  also  the  top  seven  last  year — and  in 
exactly  the  same  order.  Of  the  top  12  companies  on  this  year's 
list,  11  were  among  last  year's  top  dozen;  and  10,  in  fact,  were 
in  exactly  the  same  position  on  the  list.  (The  one  departure 
from  the  top  12  was  Chrysler,  which  has  been  systematically 
selling  off  peripheral  operations.)  At  only  one  of  this  year's  top 
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Per  Empi 

oyee 

Employees 

Assets 

Profits 

Rank 

Company  |000) 

[$000) 

|$000l 

1 

American  Tel  &  Tel  984.0 

105.0 

5.4 

2 

General  Motors  839.2 

36.2 

4.2 

3 

Ford  Motor  506.5 

43.6 

3.1 

4 

Sears,  Roebuck  472.0 

51.8 

1.9 

5 

General  Electric  401.0 

37.5 

3.1 

dozen,  Ford,  did  employment  decrease — though  by  only  a  few 
hundred  out  of  a  total  of  over  500,000.  The  rest  of  the  big  12 
showed  increases  ranging  from  9.7%  for  Sears,  Roebuck  and 
9.3%  for  J.C.  Penney,  down  to  1.8%  and  1.1%,  respectively,  foij 
F.W.  Woolworth  and  ITT,  with  the  average  close  to  5%. 

To  get  an  idea  of  where  those  new  jobs  came  from,  you 
might  study  the  two  figures  to  the  right  of  each  company 
name:  the  assets  employed  and  the  profits  made  per  employee 
They  reflect,  of  course,  sharp  differences  among  types  of  com-i 
panies;  an  oil  company  like  Exxon  (ranked  20th  in  total  em- 
ployment) used  nearly  $320,000  in  assets  and  earned  over! 
$21,000  in  profits  per  employee,  while  "pure"  retailers  like  J.C 
Penney  or  K  mart  used  less  than  $25,000  in  assets  and  earned 
less  than  $2,000  per  employee. 

The  point  becomes  clear  when  one  compares  the  average 
assets  used  and  earnings  made  last  year  with  like  figures  for  the 
preceding  year.  Last  year  the  top  dozen  companies  on  the  list 
used  an  average  of  $53,600  in  assets  per  employee,  vs.  about 
$50,600  the  year  before — an  increase  of  5.9%.  In  earnings,  last 
year's  top  12  average  was  some  $3,400  per  employee,  vs.  $3, 100 
the  year  before — an  increase  of  9.7%. 

Get  it?  The  increase  in  profits  per  employee  supported  an 
increase  in  assets  per  employee — and  the  increase  in  jobs. 
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Southern  Pacific 
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Burlington  Inds 
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Weyerhaeuser 
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9 

K  mart 

213.3 

22.7 

1  6 

OH- 

I(  Industries 

40  A 

1 19 

Alcoa 

46.0 

90  6 

o.o 

10 

J  C  Penney 

211.0 

22.9 

1.3 

65 

Great  Atl  &  Pac  Tea 

65.0 

20.5 

def 

119 

Esmark 

46.0 

46.0 

1.7 

11 

Mobil 

207.7 

108.9 

5.4 

66 

Owens-Illinois 

64.6 

40.2 

1.7 

121 

FMC 

45.9 

49.0 

3.1 

12 

F  W  Woolworth 

203.2 

13.3 

0.6 

67 

Marriott 

63.6 

15.7 

0.9 

122  Combustion  Engnrng 

45.7 

40.2 

1.8 

13 

United  States  Steel 

166.8 

63.2 

1.5 

68 

Raytheon 

63.6 

32.4 

2.4 

123 

Pillsbury 

44.3 

29.0 

1.6 

14 

Chrysler 

158.0 

44.2 

def 

69 

Continental  Group 

62.9 

47.7 

2.0 

124  American  Cyanamid 

44.0 

57.4 

3.5 

15 

Goodyear 

155.6 

33.6 

1.5 

70 

Monsanto 

62.9 

80.0 

4.8 

125 

American  Stores 

43.8 

14.8 

0.6 

16  United  Technologies 

152.2 

26.8 

1.5 

71 

NCR 

62.0 

41.9 

5.1 

126 

Melville 

43.5 

15.4 

2.0 

17 

Safeway  Stores 

144.2 

19.7 

1.0 

72 

Lockheed 

61.5 

27.5 

1.1 

127 

J  P  Stevens 

43.4 

22.0 

0.8 

18 

Westinghouse  Elec 

141.8 

44.6 

2.2 

73 

City  Investing 

61.5 

94.0 

1.8 

128 

Interco 

43.0 

23.3 

2.2 

19 

E  I  du  Pont 

132.1 

61.1 

6.0 

74 

May  Dept  Stores 

61.4 

29.1 

1.5 

128 

R  H  Macy 

43.0 

24.5 

1.4 

20 

Exxon 

130.0 

319.5 

21.3 

75 

Eaton 

60.8 

38.8 

2.0 

128  Northwest  Industries 

43.0 

45.0 

3.5 

21 

Eastman  Kodak 

124.8 

54.4 

7.2 

76 

Philip  Morris 

60.0 

93.5 

6.8 

131 

Champion  Intl 

43.0 

66.4 

4.7 

22 

RCA 

118.0 

41.3 

2.4 

77 

J  Ray  McDermott 

59.7 

53.3 

2.7 

132 

Continental  Oil 

42.8 

174.0 

10.5 

23 

Federated  Dept  Strs 

115.0 

25.7 

1.7 

78 

Deere 

59.2 

65.7 

4.5 

133 

Hewlett-Packard 

42.4 

34.5 

3.6 

24 

Rockwell  Intl 

114.2 

31.0 

1.5 

79 

Gulf  Oil 

58.3 

257.9 

13.6 

134 

Genl  Tire  &  Rubber 

42.1 

40.4 

2.7 

25 

Union  Carbide 

113.4 

69.4 

3.5 

80 

Warner-Lambert 

58.0 

46.0 

3.6 

135 

CPC  International 

42.0 

44.3 

3.5 

26  Gulf  &  Western  Inds 

27  Firestone 

28  Halliburton 

29  Kroger 

30  Xerox 


113.0 

39.9 

1.6 

112.0 

31.1 

def 

110.4 

30.8 

3.6 

107.1 

15.4 

0.8 

104.7 

53.3 

4.4 

8 1  Colgate-Palmolive 

82  Procter  &  Gamble 

83  Winn-Dixie  Stores 

84  Dresser  Industries 

85  Lucky  Stores 


56.6 

42.1 

3.1 

55.6 

89.6 

9.2 

55.5 

13.8 

1.5 

55.1 

42.7 

3.7 

55.0 

19.0 

1.5 

135  IU  International 

137  Dart  Industries 

138  Pan  Am  World  Air 

139  Republic  Steel 

140  Santa  Fe  Industries 


42.0 

66.5 

0.3 

41.9 

42.8 

3.0 

41.7 

49.1 

2.8 

41.4 

62.4 

2.7 

40.9 

85.9 

4.0 

31  Tenneco 

32  ARA  Services 

33  McDonald's 

34  Intl  Harvester 

35  PepsiCo 


104.0 

97.4 

4.5 

100.0 

7.7 

0.5 

95.8 

20.4 

1.7 

95.5 

45.2 

2.0 

95.0 

25.5 

2.4 

85  Schlumberger 

87  Borg-Warner 

88  Burroughs 

89  American  Brands 

90  Allied  Stores 


55.0 

53.7 

9.1 

54.8 

30.1 

2.4 

54.6 

53.6 

4.6 

54.5 

53.2 

3.9 

54.0 

26.5 

1.5 

141  Pfizer 

142  BF  Goodrich 

143  Castle  &  Cooke 

144  Dayton-Hudson 
144  Georgia-Pacific 


40.7 

67.4 

5.1 

40.6 

47.6 

1.7 

40.6 

25.2 

1.2 

40.0 

40.9 

6.6 

40.0 

83.6 

7.6 

36  Bethlehem  Steel 

37  Boeing 

38  TRW 

39  Litton  Industries 

40  Sperry  Rand 


94.5 

52.2 

2.4 

94.2 

37.9 

3.4 

93.4 

24.9 

1.9 

90.4 

25.2 

def 

88.3 

37.2 

2.0 

90  Carter  Hawley  Hale 

92  Dow  Chemical 

93  American  Can 

94  Burlington  Northern 

95  Armco 


54.0 

25.8 

1.2 

53.5 

164.3 

10.8 

52.9 

46.8 

2.3 

52.5 

73.6 

2.2 

52.1 

59.4 

3.8 

146  Borden 

147  Digital  Equipment 
147  Nabisco 
147  Saga  Corp 
150  Gould 


39.6 

54.7 

3.4 

39.0 

38.2 

3.6 

39.0 

32.5 

2.6 

39.0 

3.5 

0.2 

38.9 

36.5 

2.6 

41 

Caterpillar  Tractor 

88.0 

57.2 

6.4 

96 

Assoc  Dry  Goods 

52.1 

17.3 

0.7 

151 

Chessie  System 

38.5 

85.6 

1.8 

42 

Trans  World 

87.5 

27.3 

1.0 

97 

Sambo's  Restaurants 

52.0 

9.1 

0.1 

152 

Denny's 

38.5 

9.0 

0.6 

43 

Honeywell 

86.3 

32.7 

2.1 

98 

Control  Data 

51.4 

120.4 

1.6 

153 

National  Steel 

38.2 

81.9 

2.9 

44 

Minn  Mining  &  Mfg 

85.0 

48.1 

6.6 

99 

International  Paper 

51.3 

79.9 

4.6 

154 

American  Airlines 

38.1 

72.6 

3.5 

45 

Beatrice  Foods 

84.0 

30.5 

2.6 

100 

Greyhound 

50.9 

33.9 

1.1 

155 

American  Express 

37.9 

387.1 

8.1 

46 

Singer 

81.0 

17.7 

0.7 

101 

Atlantic  Richfield 

50.7 

237.9 

15.9 

156 

CBS 

37.6 

47.3 

5.3 

47 

Consolidated  Foods 

80.9 

20.6 

1.2 

102  Hospital  Corp  of  Am 

50.0 

17.1 

0.8 

157 

Standard  Oil  Calif 

37.6 

445.6 

29.4 

48 

Texas  Instruments 

78.6 

19.0 

1.8 

102 

Rapid-American 

50.0 

31.7 

0.7 

158 

PPG  Industries 

37.4 

62.4 

3.5 

49 

General  Dynamic 

77.1 

23.1 

def 

104  American  Home  Prod 

49.6 

37.5 

7.0 

159 

R  J  Reynolds  Inds 

37.3 

123.7 

11.8 

50 

BankAmerica  Corp 

76.7 

1237.3 

6.5 

105 

Signal  Companies 

49.5 

49.0 

3.2 

160 

Eastern  Air  Lines 

37.1 

51.4 

1.8 

5 1  Bendix 

52  Household  Finance 

53  LTV 

54  UAL 

55  McDonnell  Douglas 


76.0 

26.8 

1.7 

74.0 

73.6 

2.1 

71.0 

52.4 

0.4 

70.7 

52.3 

4.3 

70.5 

43.9 

2.3 

106  Uniroyal 

107  Citicorp 

108  General  Foods 

109  Ingersoll  Rand 

110  American  Standard 


49.2 

38.0 

0.1 

49.2 

1772.2 

9.5 

49.0 

49.7 

3.5 

48.7 

41.0 

2.7 

48.6 

24.4 

2.1 

161  Pullman 

161  Southland  Corp 

161  Squibb 

1 64  Seaboard  Coast  Line 

165  INA 


37.0 

33.9 

1.7 

37.0 

30.7 

1.5 

37.0 

43.1 

3.2 

37.0 

84.9 

1.8 

37.0 

322.5 

5.7 

56 

Ralston  Purina 

70.0 

27.1 

2.2 

57 

Textron 

69.6 

28.6 

2.4 

58 

Motorola 

68.0 

24.4 

1.8 

59 

Texaco 

67.8 

298.7 

12.6 

60 

Johnson  &  Johnson 

67.0 

35.6 

4.5 

def  Deficit 


110 

Teledyne 

48.6 

63.1 

5.1 

112 

United  Brands 

47.2 

25.2 

0.3 

1  13 

Standard  Oil  Ind 

47.0 

300.2 

22.9 

114 

Walter  Kidde 

47.0 

27.7 

1.5 

115 

Emerson  Electric 

46.9 

27.7 

3.6 

166 

North  Amer  Philips 

36.9 

32.1 

1.8 

167 

Fruehauf 

36.1 

38.9 

2.1 

168 

Reynolds  Metals 

36.1 

75.0 

3.3 

169 

Coca-Cola 

36.1 

71.5 

10.4 

170 

Inland  Steel 

36.1 

72.0 

4.4 
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171 

Aetna  Life  &  Cas 

36.0 

674.1 

14.4 

226    Abbott  Laboratories 

27.0 

53.8 

5.5 

281 

Eltra 

22.5 

32.7 

2.1 

171 

Carrier 

36.0 

39.3 

2.7 

227                  Blue  Bell 

27.0 

19.3 

2.0 

282 

Cannon  Mills 

22.3 

15.9 

1.1 

171 

Genesco 

36.0 

11.9 

0.3 

227            Hilton  Hotels 

27.0 

21.8 

2.5 

283 

Whirlpool 

22.3 

41.8 

4.5 

171 

Humana 

36.0 

26.4 

0.6 

227Supermarkets  General 

27.0 

18.8 

0.8 

284 

Times  Mirror 

21.9 

45.8 

6.5 

175 

Boise  Cascadt 

35.7 

55.5 

3.8 

230  Kaiser  Alum  &  Chem 

26.9 

99.6 

5.4 

285Norfolk  &  Western  Ry 

21.9 

120.9 

4.8 

176 

Levi  Strauss 

35;  | 

27.7 

4.1 

177 

Norton  Simon 

35.0 

57.3 

3.3 

178 

Shell  Oil 

35.0 

298.7 

23.2 

179 

Kennecott  Copper 

34.8 

75.2 

0.1 

180 

Campbell  Soup 

34.5 

35.1 

3.5 

181 

Holiday  Inns 

34.1 

35.1 

1.8 

182 

H  J  Heinz 

34.0 

39.2 

2.9 

183 

Ogden 

33.8 

34.5 

1.6 

184 

Sun  Company 

33.7 

163.1 

10.8 

185 

Jewel  Companies 

33.4 

28.7 

1.2 

186 

Celanese 

33.2 

65.0 

3.4 

187 

Colt  Industries 

33.1 

38.2 

2.6 

188  Occidental  Petroleum 

33.0 

139.7 

0.2 

189 

Bristol-Myers 

32.6 

52.0 

6.2 

190 

Union  Pacific 

32.4 

•136.9 

8.2 

231 

Natl  Semiconductor 

26.7 

10.4 

0.8 

232 

Southern  Company 

26.5 

372.3 

7.6 

233 

Pacific  Gas  &  Elec 

26.4 

322.0 

15.2 

234 

United  Telecom 

26.1 

126.5 

6.1 

235 

Grumman 

26.0 

23.3 

0.8 

235 

Stop  &  Shop 

26.0 

16.8 

0.6 

235 

U  S  Industries 

26.0 

33.2 

1.9 

235 

Walgreen 

26.0 

13.8 

0.9 

235 

Zayre 

26.0 

18.3 

0.5 

240 

Fairchild  Camera 

25.9 

16.4 

1.0 

241 

Studebaker- Worth 

25.9 

42.0 

4.6 

242 

Johns-Manville 

25.8 

85.9 

4.7 

243 

Jim  Walter 

25.6 

70.7 

3.4 

244 

Beneficial  Corp 

25.5 

177.6 

3.9 

245 

Owens-Corning 

25.5 

47.4 

5.1 

286 

Reliance  Electric 

21.7 

28.3 

3.0 

287 

Jack  Eckerd 

21.6 

19.4 

2.3 

288 

Clark  Equipment 

21.5 

45.3 

3.9 

289 

Cluett,  Peabody 

21.5 

15.5 

0.9 

290 

Fluor 

21.5 

50.9 

3.6 

291 

Southern  Railway 

21.4 

123.8 

5.9 

292 

Security  Pacific 

21.4 

1010.9 

6.2 

293 

Gamble-Skogmo 

21.2 

47.2 

1.1 

294Dun  &  Bradstreet  Cos 

21.1 

26.5 

3.3 

295 

Koppers 

21.0 

49.2 

3.6 

296 

Walt  Disney 

21.0 

51.6 

4.7 

296 

United  States  Shoe 

21.0 

16.6 

1.3 

298 

Libbey-Owens-Ford 

21.0 

34.5 

3.1 

299 

Kellogg 

20.9 

45.1 

6.9 

300 

Polaroid 

20.9 

60.6 

5.7 

191 

Emhart 

32.3 

24.3 

2.2 

246 

Eli  Lilly 

25.4 

80.7 

10.9 

301 

U  S  Gypsum 

20.7 

48.6 

5.3 

192 

Crown  Zellerbach 

32.2 

61.0 

■  3.5 

247 

Loews 

25.3 

306.2 

6.0 

302  American  Elec  Power 

20.5 

393.3 

11.5 

193 

Ashland  Oil 

32.0 

90.2 

7.7 

248 

Continental  Corp 

25.3 

278.0 

12.0 

303 

Scott  Paper 

20.4 

79.5 

4.6 

193 

Baxter  Travenol 

32.0 

35.3 

2.9 

249 

Avco 

25.1 

184.6 

4.6 

304 

Mfrs  Hanover  Corp 

20.1 

2020.2 

9.0 

195 

Allied  Chemical 

32.0 

100.9 

3.8 

250 

General  Signal 

25.1 

34.1 

2.4 

305 

Gino's 

20.0 

6.1 

0.3 

196 

St  Regis  Paper 

31.8 

66.4 

4.0 

251 

McGraw-Edison 

25.0 

26.9 

2.7 

305 

Hart  Schaff  &  Marx 

20.0 

16.9 

0.9 

197 

Gillette 

31.7 

40.8 

3.0 

252 

Lear  Siegler 

24.9 

24.6 

1.9 

305 

Tandy 

20.0 

27.7 

3.3 

198 

Dana 

31.4 

44.6 

4.3 

253 

N  L  Industries 

24.7 

69.4 

3.5 

308 

Dillon  Companies 

20.0 

14.0 

1.4 

199 

Chase  Manhattan 

31.3 

1954.4 

6.2 

254 

Hercules 

24.5 

65.2 

4.2 

309 

Upjohn 

19.9 

60.7 

6.5 

200 

Northrop 

31.2 

29.8 

2.8 

255 

Consol  Freightways 

24.4 

25.6 

2.5 

310 

Crane 

19.8 

44.5 

1.8 

201 

Delta  Air  Lines 

31.2 

52.8 

4.2 

202 

Avon  Products 

31.0 

39.6 

7.4 

203 

White  Consolidated 

31.0 

32.1 

1.8 

204 

Chromalloy  Amer 

30.9 

28.8 

1.5 

205 

Phillips  Petroleum 

30.0 

231.2 

23.7 

256 

Albertson's 

24.4 

22.8 

1.5 

257 

Norton 

24.4 

29.0 

2.5 

258 

Standard  Oil  Ohio 

24.1 

345.5 

18.7 

259 

General  Instrument 

24.1 

17.4 

1.4 

260 

Brown  Group 

24.0 

17.6 

1.4 

311 

Square  D 

19.8 

24.4 

3.4 

312 

Pitney-Bowes 

19.7 

31.3 

2.3 

313 

Fuqua  Industries 

19.4 

39.3 

1.5 

314 

Allegheny  I  ndium 

19.4 

55.4 

1.7 

315 

Kellwood 

19.4 

15.9 

0.7 

206 

Food  Fair 

30.0 

17.3 

def 

207 

Kimberly  Clark 

29.9 

61.1 

5.0 

208Amer  Hospital  Supply 

29.8 

40.0 

3.1 

209 

Quaker  Oats 

29.6 

34.1 

2.5 

210  Corning  Glass  Works 

29.5 

41.5 

3.5 

211 

Sunbeam 

29.1 

25.8 

1.5 

212 

Travelers 

29.0 

593.2 

12.8 

213 

Revlon 

29.0 

42.9 

4.5 

214 

AHis-Chalmers 

28.9 

52.1 

2.6 

215 

Merck 

28.7 

78.4 

10.7 

216 

American  Motors 

28.6 

34.8 

0.8 

217 

AMF 

28.6 

31.7 

1.6 

218 

Mead 

28.5 

53.5 

4.2 

219 

Howard  Johnson 

28.2 

16.2 

1.2 

220 

Martin  Marietta 

28.0 

55.9 

4.9 

260 

General  Cable 

24.0 

26.1 

1.1 

260  West  Point  Pepperell 

24.0 

22.8 

1.4 

263 

Armstrong  Cork 

23.9 

35.5 

2  6 

264 

Amfac 

23.7 

40.4 

1.8 

265 

Merrill  Lynch  &  Co 

23.5 

368.0 

3.0 

266 

CIT  Financial 

23.5 

408.8 

3.7 

267 

Consolidated  Edison 

23.5 

290.7 

13.2 

268 

Time  Inc 

23.4 

77.0 

5.1 

269 

Standard  Brands 

23.3 

54.3 

3.3 

270 

Cummins  Engine 

23.3 

41.7 

2.8 

271 

Timken 

23.3 

37.1 

3.8 

272 

Roadway  Express 

23.0 

21.6 

2.5 

273  Missouri  Pacific  Corp 

22.9 

91.7 

5.7 

274 

Heublein 

22.8 

37.8 

2.5 

275 

Campbell  Taggart 

22.8 

16.7 

1.3 

316 

Diamond  Intl 

19.3 

38.9 

2.8 

316 

Edison  Bros  Stores 

19.3 

17.3 

2.4 

318 

National  Svc  Inds 

19.2 

15.4 

1.6 

319 

Tektronix 

19.1 

25.7 

3.0 

320 

Springs  Mills 

19.1 

24.2 

1.1 

321 

Scovill  Mfg 

18.9 

25.7 

1.6 

322 

Becton,  Dickinson 

18.8 

31.6 

2.8 

323 

Foster  Wheeler 

18.7 

40.3 

2.2 

324 

Harris  Corp 

18.7 

38.4 

2.8 

325  United  Merch  &  Mfrs 

18.6 

26.4 

0.2 

326 

Chesebrough-Pond's 

18.5 

38.2 

3.8 

327 

Am  International 

18.5 

25.9 

1.2 

327 

Black  &  Decker 

18.5 

43.1 

3.6 

327 

VF  Corp 

18.5 

16.9 

1.7 

330 

Penn  Central 

18.4 

256.1 

2.9 

221 

Brunswick 

28.0 

33.3 

1.7 

222 

Western  Bancorp 

27.5 

943.9 

5.8 

223 

SCM 

27.4 

30.8 

1.4 

224 

Sterling  Drug 

27.3 

36.7 

3.5 

225 

Transamerica 

27.1 

247.4 

7.5 

def  Deficit. 


276 

Johnson  Controls 

22.8 

27.6 

1.6 

277 

Olin  Corp 

22.7 

61.4 

2.8 

277 

Zenith  Radio 

22.7 

21.3 

1.0 

279 

Hoover  Co 

22.6 

21.0 

1.1 

280 

Carnation 

22.6 

59.7 

5.5 

331 

Cessna  Aircraft 

18.4 

24.8 

1.9 

332 

Cities  Service 

18.1 

221.3 

6.5 

333 

Gannett 

18.1 

37.0 

4.6 

334 

Morrison-Knudsen 

18.1 

20.6 

1.2 

335 

Sherwin-Williams 

18.0 

36.1 

0.3 
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® FERRO 

Business  Report 

Ferro  set  new  records  in  1978 


New  records  in  sales,  net 
earnings  and  net  income  per 
share  were  established  by  Ferro 
Corporation  in  1978  — a  con- 
tinuing demonstration  of  the 
company's  growth  potential. 

Consolidated  sales  rose  by  18% 
to  $494  million.  Net  earnings 
posted  a  healthy  32%  gain  over 
1977,  surging  to  $27.7  million, 
or  $3.67  per  share. 

We  attribute  our  company's 
ongoing  growth,  in  part,  to  our 
product-development  program. 
Our  aim  is  to  anticipate  and 
meet  our  customers'  changing 
requirements  which,  in  turn,  will 
strengthen  our  markets  and 
boost  our  profitability. 

Ferro's  products  and  overall 
business  are  technology-based. 
Among  the  product  areas  we 
are  emphasizing  in  response 
to  our  customers'  changing 


New  erosion-resistant  ceramic 
materials  developed  by  Ferro  are 
formed  into  components  for  use  in 
industrial  metallurgical  processes 


FERRO  CORPORATION 
Consolidated  Sales  and  Earnings 

(Thousands  of  Dollars)  

Net  Sales  

Income  Before  Taxes  

Income  Taxes  

Net  Income  

Per  Share  Net  Income  

Average  Shares  Outstanding  


12  Months  Ended 
December  31 


1978 


1977 


$494,414 

48,157 
20,500 
$  27,657 
$  3.67 
7,541,316 


420,042 
38,338 
17,435 
20,903 
2.78 
7,515,755 


economic,  production  and 
environmental  requirements  are: 

•  Specialty  ceramic  products 
for  the  latest  metallurgical 
industry  processes. 

•  Lightweight  graphite  com- 
posites for  aerospace  and 
other  applications. 

•  Energy-saving  powder 
coatings  which  also  reduce 
pollution  concerns. 

•  New  ceramic  materials  and 
firing  systems  that  lower 
production  time  and  energy 
consumption. 

•  New  forehearth  colorants  that 
provide  added  production 
flexibility  for  the  glass  industry. 

•  New  materials  for  electronic 
uses. 

•  The  compounding  of  new 
custom-designed  plastic 
materials  for  a  broad  range  of 
specific  applications. 

Ferro's  global  operations  are  also 
a  major  factor  in  the  current  and 
future  progress  of  the  company. 
We  experienced  steady  activity 
in  our  principal  European 
markets,  while  an  expanding  and 
more  affluent  population  in  Latin 
America  continued  to  provide  a 
burgeoning  market  for  Ferro 
products  there.  Domestically,  the 


momentum  of  our  second  and 
third  quarters  continued 
unabated  through  year-end. 
Longer  range,  Ferro  made  solid 
progress  toward  other  important 
goals. 

More  efficient  manufacturing 
facilities  and  processes  boosted 
sales-per-employee  almost  40% 
above  1974  figures.  Return  on 
equity  rose  to  16.4%,  well  above 
our  desired  15%  minimum,  due 
in  part  to  added  emphasis  on 
cost  control  and  continuous 
review  of  our  pricing  structure. 

And  Ferro's  capital  expenditures 
of  $19.4  million  for  operating 
facilities,  practically  equal  to 
those  of  1977,  enabled  us  to 
meet  rising  demand  for  Ferro 
products  worldwide.  Our  capital 
expenditures,  half  of  which  are 
outside  the  United  States,  are 
expected  to  increase  in  1979. 
For  additional  information  about 
the  company,  write  to  me  at 
Ferro  Corporation,  One  Erieview 
Plaza,  Cleveland,  Ohio  441 14. 

Adolph  Posnick 

President  and 

Chief  Executive  Officer 
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The  Employee  Roster 


Rank 


Per  Employee 
Employees  Assets  Profits 
Company  (000)     ($000)  ($000) 


Rank 


Per  Employee 
Employees  Assets  Profits 
Company  (000)     ($000)  ($0001 


Rank 


Per  Employee 
Employees  Assets  Prof 
Company  (000)     ($000)  |$0f 


336 

Macmillan 

18.0 

31.2 

1.2 

391 

Union  Camp 

15.2 

81.9 

8.1 

444 

Fred  Meyer 

13.0 

26.0 

1 

336 

G  C  Murphy 

18.0 

17.1 

0.0 

392 

Louisiana-Pacific 

15.0 

67.7 

5.4 

444 

Parsons 

13.0 

18.1 

1 

338 

American  Intl  Group 

17.9 

258.7 

10.6 

392 

Ramada  Inns 

15.0 

39.6 

0.7 

444 

Skaggs  Companies 

13.0 

23.4 

1 

338 

Schering  Plough 

17.9 

66.9 

10.8 

392 

Revco  D  S 

15.0 

18.1 

2.0 

444 

Thrifty  Corp 

13.0 

18.0 

0 

340 

MCA 

17.8 

107.4 

7.2 

395 

Harsco 

14. H 

32.4 

3.1 

444 

Universal  Leaf 

13.0 

16.1 

1 

341 

Duke  Power 

17.7 

281.6 

13.0 

396 

EG&G 

14.8 

8.8 

1.1 

451 

Hobart 

13.0 

29.4 

2 

342 

Parker  Mannitin 

17.7 

25.1 

2.2 

397 

Del  E  Webb 

14.7 

25.8 

1.0 

452 

Strawbridge  &  Clthr 

12.9 

18.3 

0 

343 

ENSERCH 

17.6 

97.5 

2.9 

398 

Knight  Ridder  News 

14.5 

46.2 

5.3 

453 

Bemis 

12.9 

29.1 

1 

344 

Ryder  System 

17.6 

64.8 

3.1 

399 

Chic  &  North  West 

14.5 

44.0 

1.1 

454 

Oscar  Mayer 

12.9 

31.3 

2 

345 

Wal-Mart  Stores 

17.6 

18.4 

1.7 

400 

ACF  Industries 

14.5 

63.9 

2.8 

455 

Interlake 

12.7 

51.8 

0 

346 

Scott  &  Fetzer 

17.4 

19.4 

1.7 

401 

Purolator 

14.4 

14.0 

1.0 

456 

Gardner-Denver 

12.7 

39.1 

4, 

347 

Crown  Cork  &  Seal 

17.3 

43.0 

3.7 

402 

Wheeling  Pitts  Steel 

14.4 

55.1 

1.3 

457 

PACCAR 

12.7 

48.3 

6 

348 

Continental  Tel 

17.2 

1 52. 1 

5.7 

403 

Phelps  Dodge 

14.4 

133.0 

2.1 

458 

Equifax 

12.6 

7.9 

0 

349 

Chemical  New  York 

17.2 

1905.2 

6.5 

404 

Western  Union 

14.4 

120.7 

3.2 

459 

Joy  Manufacturing 

12.6 

48.1 

3 

350 

Rexnord 

17.2 

32.9 

3.0 

405 

Air  Prods  &  Chems 

14.3 

83.1 

5.3 

460 

Kaiser  Steel 

12.5 

83.6 

1 

351 

G  D  Searle 

17.1 

57.1 

4.2 

406 

Ex  Cell  O 

14.3 

37.3 

2.8 

461 

ASARCO 

12.5 

129.8 

4j 

352 

Foremost-McKesson 

17.1 

60.6 

2.6 

407 

Sheller-Globe 

14.2 

21.0 

1.2 

461 

Cone  Mills 

12.5 

27.5 

2, 

353 

Leaseway  Transportn 

17.0 

39.6 

2.3 

408  First  Natl  Supermkts 

14.2 

8.4 

del 

461 

St  Joe  Minerals 

12.5 

72.9 

3. 

353  Sperry  &  Hutchinson 

17.0 

46.6 

1.8 

409 

Bangor  Punta 

14.2 

31.1 

1.7 

464 

Dravo 

12.5 

35.6 

1. 

ODD 

Stanley  Works 

16.9 

29.3 

2.5 

410 

Getty  Oil 

14.2 

332.3 

23.1 

465 

Bankers  Trust  NY 

12.4 

2085.8 

6. 

356 

Mohasco 

16.9 

23.9 

0.7 

411 

Fisher  Foods 

14.0 

23.9 

0.7 

466  Gt  Northern  Nekoosa 

12.4 

77.1 

5. 

Ori  f 

AMP 

.'\ .  V 11 

16.9 

39.1 

5.8 

411 

SCOA  Industries 

14.0 

17.5 

1.5 

467 

Bell  &  Howell 

12.3 

31.1 

1. 

A-  1  W 

16.9 

25.8 

0.9 

413 

Pennwalt 

140 

49.3 

3.2 

468 

Perkin-Elmer 

12.3 

35.1 

2. 

359 

Zale 

16.8 

31.8 

1.7 

414 

Federal-Mogul 

14.0 

24.7 

2.5 

469 

Amsted  Industries 

12.2 

30.6 

4. 

360 

Wickes 

16.8 

45.0 

2.0 

415 

Outboard  Marine 

13.9 

37.6 

1.9 

469 

Continental  Airlines 

12.2 

55.5 

4. 

361 

Anchor  Hocking 

16.8 

28.2 

2.1 

416 

Lone  Star  Industries 

13.8 

53.5 

3.3 

471 

SEDCO 

12.2 

60.7 

3. 

362 

SmithKline  Corp 

16.6 

56.6 

9.9 

416 

UV  Industries 

13.8 

44.7 

3.1 

472 

Texas  Gas  Transmn 

12.1 

100.3 

5., 

363 

AMAX 

16.6 

209.1 

9.6 

416 

Whittaker 

13.8 

39.9 

2.3 

473 

Trane 

12.1 

33.8 

2. 

364 

Ethyl 

16.5 

64.9 

5.0 

419 

So  New  England  Tel 

13.6 

109.0 

5.7 

474 

Ampex 

12.0 

21.2 

1 

365 

Lincoln  Natl  Corp 

16.5 

415.7 

9.4 

420 

Connecticut  General 

13.6 

992.0 

19.6 

474 

Fischbach  &  Moore 

12.0 

25.3 

1. 

366 

Yellow  Freight  Sys 

16.5 

24.3 

2.4 

421 

Kings  Dept  Stores 

13.5 

15.3 

1.1 

474 

Giant  Food 

12.0 

23.3 

1. 

367 

Alco  Standard 

16.3 

37.2 

2.9 

422 

So  Calif  Edison 

13.5 

448.7 

18.6 

474 

Mattel 

12.0 

23.3 

2. 

368 

Union  Oil  California 

16.3 

338.9 

23.5 

423  Arlen  Realty  &  Dvpt 

13.5 

86.3 

def 

474 

Rose's  Stores 

12.0 

8.8 

0. 

369 

Wheelabrator-Frye 

16.2 

30.0 

1.9 

423 

Vornado 

13.5 

22.8 

0.8 

479 

Texas  Utilities 

11.9 

433.8 

16. 

370 

GAF 

16.2 

48.5 

2.1 

425 

Super  Valu  Stores 

13.5 

32.2 

.  2.7 

480 

Rollins  Inc 

1 1.7 

18.4 

2. 



371 

Marshall  Field 

16.2 

31.5 

1.3 

426 

National  Gypsum 

13.4 

51.7 

4.4 

481 

Diamond  Shamrock 

11.6 

177.3 

11. 

372 

Pittston 

16.1 

67.7 

1.6 

427 

Braniff  Intl 

13.4 

63.8 

3.4 

482 

Hammermill  Paper 

11.6 

50.3 

2. 

373 

A  C  Nielsen 

16.0 

15.0 

1.5 

427 

DPF 

13.4 

19.6 

0.6 

483 

Engelhard  Minerals 

1 1.6 

246.0 

12.. 

374 

Anheuser-Busch 

16.0 

103.0 

6.9 

427 

Fieldcrest  Mills 

13.4 

16.8 

1.7 

484 

General  Public  Utils 

1 1.6 

397.6 

12.' 

375 

Baker  International 

16.0 

55.6 

4.8 

430 

Cooper  Industries 

13.4 

41.0 

5.1 

485 

Consumers  Power 

1 1.6 

425.5 

16.' 

376 

Dan  River 

16.0 

20.5 

0.8 

431 

Crocker  Natl  Corp 

13.4 

1039.2 

5.4 

486 

Hughes  Tool 

11.6 

57.7 

6. 

376 

Evans  Products 

16.0 

40.0 

3.3 

432 

Marathon  Oil 

13.4 

280.5 

14.7 

487 

McLean  Trucking 

11.5 

19.3 

1  . 

376 

Mercantile  Stores 

16.0 

33.6 

2.5 

433  RR  Donnelley  &  Sons 

13.3 

42.8 

4.1 

488 

Areata 

11.5 

31.0 

1, 

376 

National  Kinney 

16.0 

9.8 

del 

434 

A  O  Smith 

13.3 

29.4 

2.0 

488 

Fairchild  Industries 

11.5 

23.9 

2.i 

380 

Westvaco 

16.0 

59.2 

4.1 

435 

Amer  Nat  Resources 

13.3 

242.5 

9.7 

488 

Midland-Ross 

1 1.5 

37.5 

2. 

381 

Commonwlth  Edison 

15.9 

498.4 

20.2 

436 

Cincinnati  Milacron 

13.2 

36.5 

2.5 

491 

Dillingham 

11.5 

55.8 

1 

382 

Anderson,  Clayton 

15.9 

31.8 

2.7 

436 

McGraw  Hill 

13.2 

46.6 

4.8 

492 

Central  Tel  &  Utils 

1 1.4 

134.5 

6 

383M  Lowenstein  &  Sons 

15.8 

21.4 

0.7 

438 

Dayco 

13.2 

29.3 

1.3 

493  Houston  Natural  Gas 

1 1.4 

123.8 

11. 

384  Champion  Spark  Plug 

15.7 

36.9 

3.5 

439 

Pub  Svc  Elec  &  Gas 

13.2 

418.1 

17.3 

494 

Varian  Associates 

11.4 

29.2 

l.l 

384 

Sundstrand 

15.7 

39.7 

3.2 

440 

American  Greetings 

13.2 

23.0 

1.7 

495 

Genuine  Parts 

1 1.4 

35.8 

4.- 

386 

Sybron 

15.6 

31.1 

1.8 

441 

Trans  Union 

13.2 

115.4 

3.8 

496 

Northwest  Bancorp 

11.4 

956.6 

8.1 

387 

Wells  Fargo 

15.4 

1208.5 

7.1 

442 

Stauffer  Chemical 

13.1 

127.3 

9.6 

497 

Norris  Industries 

11.3 

29.1 

3. 

388 

Akzona 

15.3 

46.0 

1.4 

443 

Rohm  &  Haas 

13.1 

82.0 

4.2 

498 

National  Can 

11.2 

48.4 

{. 

389 

National  Distillers 

15.3 

106.9 

6.1 

444 

Alexander's 

13.0 

13.0 

0.3 

499 

General  Cinema 

11.2 

29.0 

2.. 

389 

Richardson-Merreli 

15.3 

49.8 

4.3 

444 

Amer  Medical  Intl 

13.0 

26.7 

1.4 

500 

Kerr-McGee 

11.1 

182.1 

lO.o 

def  Deficit 
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WHERE  ARE  CARS  GOING! 

"I  love  the  looks  of  it.  But  I  never  thought  I'd  buy  a  !" 

A  sporty  car?  An  economy  family  car?  A  luxury  sedan?  A  truck?  A  what? 

With  all  the  government  standards  that  make  so  many  cars  alike,  what  will 
manufacturers  do  to  be  different?  And  what  will  be  the  "in"  cars? 

More  important,  who  will  set  tomorrows  car  buying  trends? 

The  same  men  and  women  who  are  setting  todays  trends. 

The  kind  of  people  who  read  Psychology  Today 

Because  RT  readers  are  the  "in"  group  of  spenders  in  every  major 
demographic  target  group  18-to-49. 

But  all  18-to-49's  are  not  created  equal. 

PT  readers  have  the  money  The  status.  And  the  style. 

Their  concentrations  are  virtually  unbeatable  when  compared  to  the  readers 
of  other  Simmons-measured  magazines  over  one  million  circulation. 

But  more  than  great  numbers,  they  have  a  great  psychology: 
they  live  their  dreams  today  not  tomorrow. 

Yankelovich  Monitor  Studies  show  that  the  kind  of  people  who  read 
Psychology  Today  set  the  trends  that  others  follow. 

They  liked  the  idea  of  a  high  MPG  car,  and  now  the  high-styled  smaller  look  is  "in." 

They  made  the  good  life  the  sporting  life,  and  tennis  became  the  "in"  game. 

They  got  a  whiff  of  the  new  fragrances,  and  now  it's  "in"  to  have  a  wardrobe  of 
fragrances  to  match  your  wardrobe  of  clothes. 

They  got  into  self-expression,  and  click,  35mm  photography  is  "in." 

And  when  it  comes  to  what's  "in"  in  cars,  you  can  be  sure  PT  readers 
will  be  the  leaders. 

They're  worth  more  to  you,  because  you  get  more  from  them. 

PSiXmLOGYTOML 
GET  IN? 


You  don't  think  exploration  is  part  of  our  business? 


Peoples  Gas  has  interests  in  8  million  acres 

in  the  Rockies  alone. 

During  the  past  year  Peoples  Gas  has  moved  forward  on  a  variety  of 
energy  exploration  programs  to  develop  new  sources  of  gas.  By  far 
the  most  important  has  been  the  promising  search  for  major  new 
natural  gas  fields  located  in  the  Rocky  Mountains. 

Acting  through  Natural  Gas  Pipeline  and  other  subsidiaries, 
Peoples  Gas  has  become  involved  in  more  than  a  dozen  exploration 
projects  in  the  Rockies.  In  addition,  we  have  oil  and  gas  rights  on 
undeveloped  leaseholds  ranging  over  8  million  acres  in  Colorado, 
Arizona,  Nevada,  Wyoming,  Utah,  New  Mexico  and  Idaho. 

This  ongoing  exploration  program  is  another  example  of 
Peoples  Gas  Company's  commitment  to  assure  our  customers  a  steady 
supply  of  clean,  efficient  natural  gas  now  and  in  the  future.  And  it's 
another  facet  of  our  steady  growth  as  a  diversified  energy  company. 

Peoples  Gas  Company 

Managing  energy  is  our  business:  Natural  Gas  •  Oil  •  Coal 

Exploration  •  Production  •  Transmission  •  Storage  •  Distribution  •  Mining  •  Marketing 


Forbes 


The  Economy 


MONEY  &  INVESTMENTS 


Why  prices  rise 
as  demand  slows 


\  i ,  i  \  century  ago  John  Maynard  Keynes 
look  up  the  economics  profession.  He 
nowed  that  recessions  do  not  bring  down 
rages  and,  therefore,  industrial  econo- 
lies'  excesses  are  not  as  self-correcting  as 
lought.  Now  we  are  making  a  similar 
iscovery  about  prices:  They  fail  to  go 
own  during  recessions  and  show  a  ten- 
ancy to  decline  during  recoveries. 

Forgetting  economic  theory,  the 
:icky  prices  are  perfectly  logical.  The 
datively  small  number  of  big  manufac- 
lrers  have  discovered  that  cutting 
rices  when  demand  is  soggy  does  not 
lin  market  share.  Their  competitors 
aickly  match  the  cuts;  the  only  result, 


then,  of  cutting  prices  is  to  further  re- 
duce profitability.  What  is  true  of  indus- 
trial companies  is  true  of  farmers  as  well, 
although  for  different  reasons:  If  the 
farmers  find  that  weak  demand  is  reduc- 
ing profits,  they  simply  drive  their  trac- 
tors around  the  White  House. 

Hence,  stagflation:  flat  or  declining 
economic  activity  combined  with  prices 
that  either  continue  to  rise  or  at  best  do 
not  drop. 

The  other,  happier  side  of  this  coin  is 
that  price  increases  do  not  necessarily 
accelerate  when  demand  picks  up  again. 
The  same  businessmen  who  fail  to  cut 
prices  during  periods  of  weak  demand 


are  tempted  either  to  cut  them  or  hold 
them  down.  Are  they  crazy?  Not  at  all. 
They  are  perfectly  rational.  They  see  a 
chance  to  gain  market  share  if  they  hold 
prices,  and  so  they  tend  to  do  so.  More- 
over, with  demand  rising,  the  manufac- 
turers have  lower  unit  costs  through 
higher  production  and,  so,  enhance  prof- 
its that  way  rather  than  through  higher 
prices.  Thus  the  battle  for  market  share 
is  a  more  effective  brake  on  price  rises 
during  periods  of  rising  demand  than 
during  periods  of  weak  demand.  Confir- 
mation of  this  is  to  be  found  by  examin- 
ing the  four  recessions/expansions  over 
the  last  25  years.  In  every  case  prices 
continued  to  rise  until  the  recession  was 
nearly  over. 

Look  at  what  happened  in  the  last 
cycle.  Business  peaked  in  November 
1973  and  the  recession  trough  was 
passed  in  March  1975.  Production  was 
maintained  at  record  levels  until  the  fall 
of  1974,  but  businessmen  were  merely 
selling  to  each  other. 

Mark  this  carefully:  Inflation,  swollen 
by  quadrupled  oil  prices,  remained  at 
double-digit  levels  until  after  the  trough 
of  the  recession.  Domestic  inflation  was 
at  a  rate  of  9.3%  in  1974  and  9.7%  in 
1975.  Not  until  the  following  year,  when 
business  began  to  boom,  did  inflation 
come  down  to  5.2%. 

Unexpected?  Yes.  Illogical?  No. 

The  same  process  is  being  repeated 
now.  There  is  no  doubt  that  consumers 
have  cut  back  and  that  overall  activity 
for  the  remainder  of  this  year  will  be 
merely  flat  or  slightly  down.  Meanwhile 
business  inventories  are  piling  up.  Prices 
have  continued  to  advance  sharply  de- 
spite the  slowdown. 

It  is  against  this  background  that  Fed- 
eral Reserve  chief  G.  William  Miller  is 
resisting  demands  that  he  further  raise 
interest  rates  in  order  to  slow  inflation. 
He  has  studied  the  recent  past.  And  it 
tells  him  that  price  changes  and  econom- 
ic activity  are  no  longer  closely  in  gear, 
that  prices  now  tend  to  continue  to  rise 
as  the  economy  slows  down  and  to  flat- 
ten out  when  the  economy  recovers. 
Tightening  the  screws  now,  he  feels,  will 
merely  damage  the  coming  pickup  but 
won't  do  much  to  slow  the  current  rate 
of  price  and  wage  increases.  ■ 


Price  competition — theory  versus  practice 


Businessmen,  the  record  shows,  are  slow  to  recognize  a  recession 
when  it  occurs,  and  slower  still,  despite  what  textbooks  say,  to  resort 
to  price  competition  to  clear  out  inventories.  When  business  im- 
proves, they  tend  to  use  price  competition  to  increase  market  share. 


Final  sales 
$1,300 


1972  dollars  (billions) 
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1,100 


1,000 


Manufacturers  inventories 
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Note:  Quarterly  data — seasonally  adiusted  annual  rate  Source:  Dept.  of  Commerce,  Bureau  of  Economic  Analysis 
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Capital  Markets 


MONEY  &  INVESTMENTS 


Current  high  yields  only  partly  reflect  infla- 
tion; psychological  expectations  pushed 
rates  higher  than  business  justifies. 

THE  COMING 
STAMPEDE 


By  Ben  Weberman 


Think  of  the  trau- 
ma that  individuals 
and  portfolio  man- 
agers will  suffer 
when  they  finally 
try  to  move  from  a 
conservative  cash 
position  into  long- 
term  bonds  and 
stocks.  The  history 
of  markets  shows 
that  such  moves  are  made  en  masse.  A 
few  lucky  ones  get  in  at  the  begin- 
ning. Most  miss  the  opportunity  and 
all  the  good  values  are  gobbled  up. 

There  is  no  way  to  determine  with 
precision  the  amount  of  money  in 
cash  awaiting  permanent  investment, 
but  I  would  put  the  total  at  a  mini- 
mum of  $200  billion.  That's  right, 
$200  billion.  Enough  to  satisfy  a  full 
year's  demand  for  long-term  debt. 

When  this  sum  begins  to  move  out 
to  longer  maturities,  there  is  bound  to 
be  a  massive  rally  that  will  raise  prices 
of  bonds  and  reduce  their  yields  by  big 
amounts.  A  stampede,  perhaps. 

Where  is  my  evidence?  Consider 
that  at  the  start  of  1978,  money  mar- 
ket mutual  funds  totaled  only  $3.7 
billion.  In  15  months,  by  the  end  of 
March  1979,  they  had  accumulated 
$18  billion.  Six-month  money  market 
savings  certificates  that  were  not 
even  in  existence  before  June  1978 
aggregated  $105  billion  by  the  end  of 
March.  Much  of  this  is  long-term  in- 
vestment money  temporarily  parked 
in  short-term  instalments. 

Or  look  at  the  Connecticut  General 
Life  Insurance  Co.  group  pension  in- 
vestment strategy.  Operating  in  the 
belief  that  the  prime  rate  would  reach 
13%  in  1979  and  that  Bell  System 
bonds  would  yield  10.25%  before 
peaking  out,  the  portfolio  managers 
took  their  "bond  separate  account" 

Ben  Weberman  is  economics  editor  of  Forbes 

magazine. 


from  13%  cash  equivalent  at  the  start 
of  1978  to  40%  at  mid-year  and  to 
45%  by  the  end  of  1978.  That's  a  bond 
portfolio?  Invested  almost  equally  be- 
tween short-term  money  instruments 
and  long-term  bonds?  Still,  you  can 
see  that  there  was  no  income  penalty 
from  following  such  a  policy.  Money 
instruments  were  paying  about  10.5% 
at  the  end  of  1978  and  long-term 
bonds  were  in  the  9.5%  range. 

Peter  Goldsmith,  head  of  Merrill 
Lynch's  fixed-income  research,  re- 
cently polled  1 19  managers  who  con- 
trol fixed-income  assets  ranging  from 
$2  million  to  $3.5  billion.  Those  in 
charge  of  taxable  bond  portfolios  had 
19%  in  cash  and  those  who  control 
tax-exempt  portfolios  had  10%  cash. 
Normally  about  2%  of  such  portfolios 
is  in  money  market  investments. 

Where  do  I  get  my  $200  billion  of 
cash  equivalent  awaiting  long-term 
investments?  It  is  a  statistically  unso- 
phisticated guess  based  on  Federal  Re- 
serve data.  The  figures  show  that  at 
the  end  of  1978,  life  insurance  compa- 
nies had  $378  billion  of  assets:  other 
insurance  companies  had  $125  bil- 
lion, state  and  local  pension  funds  to- 
taled $148  billion,  private  pension 
funds  aggregated  $208  billion  and 
trust  department  fixed-income  assets 
amounted  to  $44  billion.  Total: 
$1,000  billion— $1  trillion!  About 
20%  of  this  really  is  long-term  money 
but  temporarily  held  short-term. 
That's  $200  billion. 

My  advice  is:  Do  your  shopping  ear- 
ly, ahead  of  the  crowds.  Current  high 
yields  are  only  partly  a  reflection  of 
actual  inflation;  psychological  expec- 
tations of  further  inflation  pushed  in- 
terest rates  higher  than  real  business 
conditions  justify. 

As  an  investor,  you  can  receive  re- 
markably high  rates  of  return.  A  40- 
year  Bell  subsidiary  debenture  pays 
9.65%.  The  issues  have  quality  but 
the  company  has  the  right  to  call 
them  for  redemption  after  only  five 
years  if  interest  rates  drop  sharply. 


U.S.  Treasury  9%  bonds  due  in  15 
years  are  not  callable  and  are  selling  at 
a  deep  discount  to  yield  9.2%.  That  is 
a  solid  long-term  return.  Other  than 
Treasuries,  two  new  highest  quality 
investment  opportunities  have 
opened  for  long-term  money  in  feder- 
ally-guaranteed instruments.  Since 
April  23,  it  has  been  possible  to  charge 
10%  on  FHA  mortgages.  On  that 
same  day  graduated  payment  mort- 
gages or  GPMs  began  to  be  put  togeth- 
er into  pools  guaranteed  by  the  U.S. 
Treasury  through  the  Government 
National  Mortgage  Association. 

The  markets  are  trading  a  9'/2% 
GNMA  pass-through  mortgage  pool 
participation  for  the  first  time.  For- 
merly the  highest  coupon  was  9%. 
Simultaneously,  a 9Vz%  GPM GNMA 
pass-through  mortgage  pool  participa- 
tion is  being  introduced.  Both  are  fully 
guaranteed  as  to  principal  and  interest 
by  the  U.S.  But  they  are  trading  at  a 
substantial  discount  in  price  from  di- 
rect Treasury  debt.  The  new  9'/2% 
straight  GNMAs  are  quoted  at  97  to 
carry  a  10%  bond  equivalent  yield  and 
the  GPM  GNMAs  are  quoted  at  95  to 
yield  10.20%.  Both  assume  a  12-year 
average  life  for  the  pool. 

Keep  in  mind  that  interest  on  both 
GNMA  issues  is  subject  to  state  in- 
come taxes  in  most  states  while  Trea- 
sury bond  and  note  interest  is  exempt 
from  state  taxation. 

The  GPM  issues  may  ultimately  be 
found  to  have  a  longer  life  than  the 
regular  GNMA.  That  is  because  these 
mortgages  have  been  designed  to  sell 
houses  to  persons  who  can't  afford 
current  monthly  charges.  Payments 
start  at  a  low  level  and  increase  every 
month.  The  purpose  is  to  meet  mort- 
gage needs  of  young  buyers.  As  the 
buyer  matures,  and  his  income  rises, 
so  does  the  service  cost.  Buy  now,  pay 
later,  in  effect. 

Repayments  initially  do  not  even 
cover  the  monthly  interest.  Conse- 
quently, at  the  end  of  four  years  the 
home  buyer's  mortgage  principal  has 
increased  5%.  It  is  105%  of  the  origi- 
nal amount  borrowed.  That  means 
that  payments  in  the  remaining  25 
years  will  be  extraordinarily  heavy. 

These  new  mortgages,  GPMs,  are 
being  called  "Gippums"  in  the  trade. 
Who  is  getting  gypped?  Not  the  home 
owner;  he  is  getting  something  he 
couldn't  otherwise  afford.  Not  the 
bondholder;  the  Treasury  will  make 
him  whole  if  the  mortgagee  defaults. 
You  guessed  it.  John  and  Joan  Taxpay- 
er are  the  ultimate  guarantors  of  the 
whole  scheme.  ■ 
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A  $2  BILLION 
INVESTMENT  IN  OUR  FUTURE 

Over  the  next  five  years,  Leaseway  Transportation  plans  to  invest 
up  to  $2  billion  in  our  business-the  equivalent  of  $1  million  each  and 
every  day. 

These  funds  will  be  invested  in  equipment,  facilities  and  systems 
to  support  the  expanding  transportation,  warehousing  and  physical 
distribution  operations  of  our  growing  customer  base. 

Our  1978  capital  expenditures  totalled  $282  million,  double  the 
amount  invested  in  1974.  Other  interesting  results  for  the  1974-1978 
period: 


NET  CASH  CAPITAL 

REVENUES,  EARNINGS,  DIVIDENDS,  EXPENDITURES, 
up  73  percent       up  118  percent      up  209  percent      up  101  percent 


74       7  5       76       77       78  74       75       76       77       78  74       7  5       7  6       77       78  7  4       7  5       76       7  7  78 


Return  on  shareholders'  equity,  up  from  21.1  percent  to  24.1 
percent,  return  on  operating  capital  from  9.4  percent  to  13.0  percent, 
and  return  on  total  capital  from  9.1  percent  to  12.3  percent. 

Get  the  full  story.  Write  for  our  annual  report.  Investor  Relations, 
Leaseway  Transportation  Corp.,  3700  Park  East  Drive,  Beachwood, 
Ohio  44122. 


Leaseway  Transportation 


It's  one  of  Dana's  principles  of  productivity. 

With  enough  numbers,  you  can  confuse  anybody.  That's  because  very 
few  people  really  understand  masses  of  numbers  and  long  computer  printouts. 

But  we  show  our  finances  and  performance  in  pictures,  graphs  and  colors. 
That  makes  them  understandable. 

So  at  Dana,  everyone  really  knows  how  we're  doing.  It's  part  of  what  we  call 
humanistic  management,  giving  people  the  freedom  to  work  well,  to  grow  and  to 
share  the  rewards. 

You  can  see  the  results  in  our  productivity.  It's  doubled  in  the  last  7  years. 

Productivity  alone  doesn't  produce  profits.  But  we're  balancing  our  output  of 
parts  for  the  vehicular,  service  and  industrial  eguipment  markets  we  manufacture  for 
So  as  well  as  increasing  productivity,  we've  improved  our  earnings  year  after  year. 

And  that's  not  bad  for  a  bunch  of  people  who  don't  like  numbers. 

Dana  Corporation,  Toledo,  Ohio  43697. 


PRODUCTIVE  PEOPLE 


Financial  Strategy 


Diversification  . 


One  of  six 
good  reasons  why 
you  should  consider 
Fenn  Square. 

For  more  complete  information 
including  management  charges 
and  expenses,  please  write  or  call 
for  a  prospectus  and  our 
pamphlet,  "Six  Good 
Reasons".  Read  it  carefully 
before  you  invest  or  send  money. 

Call  Toll  Free: 
800-523-8441 

(In  Pa.  call  collect:  215-376-677l| 
Or  Write: 

^complete  and  mail  to  address  belo\^^ 
I 


Name  — 
I  Address. 
I   


.Zip. 


IENN 


I 
I 

■  Penn  Square  Mutual  Fund 

'    PO  Box  1419.  Dept  A.  Reading.  Pa  19603 
No  Load  Fund 


A 

WELL-KEPT 
SECRET 

Most  of  our  guests  have     next  to  impossible  to  make 


a  reservation. 


been  our  guests  before. 
And  what  they  know 
about  us.  they  keep  to 

themselves.  With  good         CV^  O  T  '/  /»  . 
reason.  Because  if  Jfie^yltnt  jgutf 

everybody  were  in  on  the  no^nt  &ien*&._  \e»-Prieans 
secret,  they  would  find  it 


1L  M8RELL8 

Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
AND  GOURMET 

.  1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310  . 


Albert  Hettinger  has  had  the  help  of  two 
valued  friends  in  Wall  Street — Benjamin 
Graham  and  Benjamin  Disraeli. 

ADVICE  FROM  A 
WISE  MAN 


By  John  Train 


Albekt  Hettinger 
is  one  of  the  old- 
time  Wall  Street 
greats.  Now  in  his 
88th  year,  he  has 
earned  enough  from 
astute  and  patient 
investing  so  that  his 
personal  capital  is 
greater  than  that  of 
many  well-known 
Wall  Street  firms.  He  still  reaches  his 
desk  at  Lazard  Fr£res  between  7  a.m. 
and  8  a.m.,  and  for  years  ended  his 
working  day  at  10  o'clock  in  the  eve- 
ning. When  he  was  younger,  night 
cleaning  women  had  to  be  warned 
that  if  they  saw  a  supine  figure  under 
Dr.  Hettinger's  desk,  it  was  not  be- 
cause the  great  man  was  dead,  but 
merely  that  he  was  having  a  snooze 
before  resuming  his  studies. 

The  secret  of  his  success,  which 
began  from  a  small  financial  base,  is 
neither  genius,  luck  nor  inspiration, 
but  extraordinary  diligence  and,  with 
the  passage  of  years,  a  lot  of  wisdom, 
experience  and  humility. 

"It  took  me  15  years  to  unlearn 
what  I'd  been  teaching  at  Harvard," 
he  says.  As  an  economics  instructor, 
he  taught  the  dynamics  of  the  busi- 
ness cycle,  and  had  concluded  that  by 
judiciously  buying  at  business  bot- 
toms one  could  do  well.  "Now,  after 
all  these  years,  I've  given  up  any  hope 
of  doing  such  a  thing.  In  fact,  I  doubt  if 
I'd  give  five  cents  for  anyone's  opin- 
ion of  the  short-term  economic  or 
market  outlook,  including  my  own." 

Dr.  Hettinger  describes  the  stock 
market  as  a  three-ring  circus:  one 
main  ring  with  two  interrelated  sec- 
ondary shows. 

The  main  ring  is  value,  which  he 
defines  as  the  discounted  present 

John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  Sew  York,  and  the  author  of 
Dance  of  the  Money  Bees. 


worth  of  the  future  income  stream. 
One  cannot  discount  the  values  accu- 
rately, but  one  can  be  in  the  ball  park. 
He  agrees  with  Benjamin  Graham, 
who  always  cautioned  against  compli- 
cated mathematical  formulas. 

The  two  secondary  rings  are  the 
psychology  of  the  market,  and  the  mo- 
mentum it  generates — such  as  the  in- 
terest in  gambling  issues  today. 

One  of  the  attractions  of  stocks  for 
the  long  run  is  that  the  quality  of  the 
money  one  uses  to  buy  them  is  con- 
stantly deteriorating.  It  now  costs  a 
couple  of  cents  to  print  a  $20  bill.  The 
profit  margin  on  that  transaction  is  so 
great  that  it  provides  an  irresistible 
incentive  for  Congress,  which  needs 
to  satisfy  every  pressure  group,  to  be 
in  the  money-printing  business. 

"Since  I'm  basically  an  equity 
man,"  says  Hettinger,  "I  am  quite  ful- 
ly invested  today;  but  of  course,  there 
are  negative  factors.  We  are  in  the 
fifth  year  of  a  recovery,  which  is  one 
of  the  longest  on  record.  Also,  Presi- 
dent Carter  has  to  walk  a  tightrope 
between  now  and  the  elections.  I  have 
no  right  to  say  that  he  won't  succeed, 
but  I  have  a  right  not  to  take  his 
success  for  granted.  If  he  falls  off  on 
one  side,  inflation  will  get  worse;  if  he 
falls  off  on  the  other,  we'll  have  a 
recession;  and  in  fact,  we  could  get 
both.  I  hope  for  a  soft  landing,  but  I'm 
prepared  for  a  hard  landing. 

"My  business  adviser  is  Benjamin 
Disraeli,  who  died  a  century  ago.  Dis- 
raeli said,  'What  we  anticipate  seldom 
occurs,-  what  we  don't  expect  usually 
happens.'  " 

Dr.  Hettinger  comments  that  he 
does  not  think  in  terms  of  industry 
groups;  he  buys  individual  stocks 
when  he  thinks  them  attractive.  He 
is,  however,  skeptical  of  any  stock 
group  that  depends  on  tariff  protec- 
tion: textiles,  steels  and  the  like. 

"He  has  made  more  investments  in 
insurance  than  in  any  other  field.  His 
largest  insurance  holdings  are  Con- 
necticut General,   bought  in  1942 
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when  the  whole  company  was  selling 
for  $7  million,  and  Tokio  Marine  & 
Fire,  bought  in  1961  through  1964.  He 
has  never  sold  either.  Travelers,  he 
points  out,  is  largely  a  casualty  stock. 
He  bought  some  in  1933  at  a  little 
over  60  cents  on  the  present  stock, 
and  thereafter  at  many  periods  in  be- 
tween, including  at  33  this  spring.  He 
has  never  sold  any.  At  4.3  times  earn- 
ings, he  certainly  wouldn't  sell  it  now. 
There  is  a  general  feeling  that  fire  and 
casualty  stocks  had  their  peak  earn- 
ings in  1978.  But  even  if  earnings  de- 
clined somewhat,  certainly  in  the 
case  of  Travelers,  they  would  have  a 
long  way  to  go  before  the  multiple 
became  excessive. 

He  holds  Aetna  Casualty,  and  again 
has  not  sold  any.  "I'm  not  smart 
enough  to  trade,"  he  says.  "If  I  had  to 
guess  each  morning  if  the  market 
would  go  down  or  up  that  day,  I  prob- 
ably would  be  wrong  most  of  the  days. 
I'm  sure  that  the  newsboy  on  the  cor- 
ner of  Wall  and  Broad  would  be  a 
better  psychologist  than  I  am,  and 
short-term  markets  are  largely  a  mat- 
ter of  psychology." 

Another  group  that  Hettinger  likes 
is  regional  banks.  He  holds  shares  in 
15  of  them. 

He  is  an  original  shareholder  of  the 
National  Bank  of  Detroit,  having 
bought  when  General  Motors  offered 
the  stock  to  the  public,  and  has  never 
sold  a  share.  "The  soundest  bank  I 
know  is  the  Whitney  National  in  New 
Orleans,"  he  says.  "I  have  held  stock 
in  it  for  a  third  of  a  century. 

"I  like  growth  stocks,"  he  says, 
"but  I  am  averse  to  paying  very  high 
multiples."  He  doubts  if  he  would  to- 
day buy  anything  at  double  the  Dow 
lones  multiple,  and  it  would  be  diffi- 
cult for  him  to  pay  in  excess  of  half 
again  the  Dow  Jones  multiple. 

I  observed  that  because  of  inad- 
equate depreciation,  the  earnings  of 
the  Dow  were  substantially  overstat- 
ed (perhaps  by  one-third)  and  that  if 
so,  the  real  Dow  multiple  could  well 
be  half  again  higher  than  it  seems,  or 
about  12,  which  is  what  many  superi- 
or growth  stocks  are  selling  for. 
"There's  no  question  that  earnings 
are  overstated,  but  assets  are  under- 
stated," Dr.  Hettinger  replies.  "And 
while  earnings  tend  to  govern  corpo- 
rate prosperity  in  the  short  term,  as- 
sets tend  to  govern  in  the  long  term." 

As  to  more  specific  theories  of 
growth-stock  pricing,  Dr.  Hettinger  is 
skeptical  of  their  usefulness:  "I  have 
no  mathematical  rules  whatever.  I 
just  try  to  be  sensible."  B 


Keep  Up  with 


Cohn  Commodities,  Inc. 


39  Church  Street,  New  Haven,  Connecticut  06510 
(203)  789-0060  Toll  Free  l-(800)-243-6993 


Before  you  choose 
any  money  market  fund,  read  this. 

In  particular,  Fidelity  Daily  Income 
Trust  invites  a  comparison  with  similar 
funds  on  the  following  key  points: 
1  *    J    1.  High  yield  (Figures  readily  available 

 '    from  any  fund  by  phone). 

Management  fee  (FDIT's  is  a  low  3/10  of  1%). 
3.Cost  structure  (FDIT  distinctly  favors 
investors  with  $10,000  or  more). 
4.  $1  share  value 

Compare  these  key  points  and  we 
think  you'll  see  why  FDIT  is  an  excellent 
investment  choice  to  take  advantage  of 
today's  high  money  market  yields. 
More  detailed  information  on  FDIT  is 
yours  for  a  toll-free  call.  Or  when  you  return  the  coupon  below. 


Call  Free  (800)225-6190 


In  Mass.  Call  Collect  (617)  726-0650 


E^f  Fidelity  Daily 
■  Income  Trust 

PO  Box832.Dept    JB  051479 

82  Devonshire  St  .  Boston.  Mass  02103 

For  more  complete  information 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 


Name . 


Address . 


City. 


.State. 


.  Zip- 


Company  _ 
Telephone 


Retirement  Plan  Inlurmatiun  Keogh  . 
FIDELITY  GROUP  Over  $4  billion  ol  assets  under  management 
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Own  The  Fund 
The  Insiders  Own- 

PARTNERS  FUND 

Partners  Fund  is  so  named  because 
the  partners  of  Neuberger  &  Berman, 
who  act  as  investment  officers  of  the 
Fund,  each  own  substantial  amounts  of 
the  Fund's  shares. 

When  they  manage  the  Fund— taking 
advantage  of  its  special  tax  position  to 
pursue  maximum  capital  growth  without 
increasing  shareholders'  current  tax  lia- 
bility —  they  are  managing  both  your 
money  and  their  own. 

This  unusual  and  distinctive  mutual 
fund  is  offered  on  a  NO-LOAD  basis. 


NEUBERGER  &  BERMAN  MANAGEMENT  ■ 

522  Fifth  Avenue,  New  York,  N.Y.  10036 

A  prospectus  containing  complete  infor-  " 

mation  will  be  sent  upon  request.  Read  it  I 

carefully  before  you  invest.  Send  no  money.  J 

Name  

Address  

City  


I 
I 

Call  toll  free  day  or  night  800-323-1717.  0per41  F514J 


_State_ 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  334-335 
of  this  issue  for 

CLASSIFIED 


Stock  rIrends 


My  batting  average  has  been  very  respect- 
able, but  I  know  that  you  are  only  as  good 
as  your  last  recommendation. 

MORE  HITS 
THAN  ERRORS 


By  Ann  C.  Brown 


It  was  opening 
week  of  the  baseball 
season  in  1977 
when  I  began  writ- 
ing for  Forbes.  Two 
years,  25  columns 
and  125  stock  rec- 
ommendations lat- 
er, I  decided  to  take 
a  look  at  my  batting 
average.  Since  the 
DJI  was  947  the  day  I  first  set  pen  to 
paper,  and  slid  almost  steadily  to  735 
before  hitting  the  comeback  trail  to 
its  current  mid-800  level,  the  odds 
were  definitely  against  me.  However, 
according  to  my  tally,  102  recommen- 
dations were  even  or  up  and  23  were 
down  for  a  won/lost  record  of  .816, 
which  is  a  fairly  respectable  showing 
in  anyone's  league.  Most  heartening 
was  the  fact  that,  with  three  or  four 
exceptions,  the  downs  were  not  down 
by  very  much  and  some  of  the  ups 
were  really  up.  There  have  been  dou- 
bles or  near-doubles  in  Tandy  Corp., 
Keystone  Foods,  Cincinnati  Milacron, 
Midland  Glass,  Capital  Cities  Broad- 
casting, Noble  Affiliates,  Seibels- 
Bruce  Group  (formerly  South  Carolina 
Insurance  Co.),  Warner  Communica- 
tions and  Cutler-Hammer  (now  part 
of  Eaton  Corp.).  There  was  one  tri- 
ple— Compugraphic  Corp. — and  a 
grand-slam  home  run  in  Storage  Tech- 
nology, which  went  from  a  split-ad- 
justed price  of  IOV2  to  nearly  50. 

fust  for  fun,  I  did  a  little  further 
calculating  based  on  the  latest  12- 
month  highs  for  all  the  companies. 
This  made  the  scorecard  look  even 
better.  If  you  had  the  good  fortune  to 
sell  near  those  highs,  only  two  of  the 
125  stocks  would  be  down  from  their 
original  recommended  price — Brock- 
way  Glass  and,  would  you  believe, 

Ann  C.  Brown  is  executive  vice  president  of  tlx 
New  York  investment  f inn  of.Melhacio,  Flynn  & 
Associates. 


General  Motors.  So  much  for  perfor- 
mance and  fooling  around  with  fig- 
ures. I've  been  in  the  stock  market 
long  enough  to  know  that  you  are  only 
as  good  as  your  last  recommendation. 

Looking  over  the  new  roster,  there 
may  be  an  interesting  play  in  Signal 
Cos  (27).  The  best  known  of  its  com- 
panies is  Mack  Trucks,  which  will 
probably  not  have  a  boom  year,  con- 
sidering the  possibilities  of  an  eco- 
nomic slowdown.  However,  neither  is 
it  likely  that  truck  sales  will  come  to  a 
screeching  halt.  In  fact,  first-half  re- 
sults should  be  reasonably  strong,  con- 
sidering the  company's  continued 
good  orders,  high  backlog  and  im- 
proved product  mix. 

Assuming  truck  sales  do  falter, 
much  of  the  earnings  slack  could  be 
taken  up  by  the  Garrett  Corp.,  an- 
other subsidiary,  which  is  a  major 
supplier  to  the  commercial  and  gener- 
al aviation  market.  Notable  is  the  fact 
that  Garrett  is  a  subcontractor  to 
Boeing  on  the  727/737  models  as  well 
as  the  757/767  models  to  be  built 
starting  in  1981. 

Finally,  Signal  Cos.  now  owns  all  of 
UOP,  Inc.  (formerly  Universal  Oil 
Products),  a  leader  in  refinery  process 
technology,  which  should  stand  to 
benefit  from  the  proposed  decontrol 
of  gasoline.  For  the  year,  Signal  is  esti- 
mated to  earn  around  $4.70  to  $4.90  a 
share,  up  from  $4.17  last  year  and 
$2.57  in  1977. 

If  Signal  looks  undervalued,  the 
same  might  be  said  for  Union  Oil  of 
California  (66).  Despite  the  name,  the 
company's  major  strength  lies  in  the 
natural  gas  area  where  it  is  estimated 
to  have  one  of  the  largest  reserves  per 
dollar  of  common  share  market  value 
of  any  major  petroleum  company. 
Union  Oil  is  also  estimated  to  be  the 
biggest  private  holder  of  oil  shale  re- 
serves in  the  world  in  addition  to  be- 
ing a  leader  in  the  exploration  and 
production  of  geothermal  steam  for 
conversion  to  electricity.  Other  con- 
tributors to  revenues  are  the  com- 
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pany's  chemical  and  mineral  oper- 
ations (Molycorp).  Although  the  price 
of  Union  Oil's  stock  has  risen  sharply 
in  recent  weeks,  further  upside  poten- 
tial seems  possible.  Earnings  are  esti- 
mated to  be  around  $10  per  share  this 
year,  up  from  $8.30  last  year  (adjusted 
for  a  nonrecurring  gain  of  34  cents). Pre- 
liminary estimates  for  1980  range  as 
high  as  $11.75  a  share.  The  company 
recently  voted  on  a  2-for-l  split,  and  a 
dividend  increase  of  10%  or  more  is 
anticipated  for  the  year  as  a  whole. 

Freeport  Minerals  (41)  is  estimated  to 
earn  $4.70  to  $5.30  per  share  for  1979, 
up  from  $2.07  last  year.  In  1980,  $8.10 
or  so  appears  possible  and  there  are 
those  who  guess  the  company  may 
show  as  much  as  $15  in  earnings  per 
share  in  1982.  The  reasons  for  all  this 
optimism  are  the  zippy  new  top  man- 
agement, the  strong  company  posi- 
tion in  copper,  sulfur  and  phosphates, 
the  likelihood  of  a  successful  Nevada 
gold  venture  and  the  sizable  holding  of 
gas  reserves  in  the  Gulf  of  Mexico, 
plus  the  possibility  of  offshore  gas  dis- 
coveries in  Georgia  and  California. 
Although  I  tend  to  be  a  bit  leery  of  so- 
called  "commodity  stock,"  Freeport 
Minerals  seems  diversified  enough  to 
withstand  individual  market  fluctu- 
ations— and  there's  always  the  chance 
of  hitting  it  big  if  the  company's  ener- 
gy exploration  efforts  pay  off. 

Many  years  ago,  while  I  was  getting 
my  M.B.A.,  I  earned  my  spending  mon- 
ey by  founding  a  greeting  card  company 
that  I  subsequently  sold  to  a  national 
outfit.  Consequently,  I've  always  had  a 
soft  spot  in  my  heart  for  the  card 
business  and  was  curious  to  check  out 
all  the  good  things  I've  been  reading  and 
hearing  about  American  Greetings  (12). 
The  company  sells  an  increasing  num- 
ber of  its  cards  through  combined 
stores  and  supermarkets  and  is  esti- 
mated to  be  growing  faster  than  its 
privately  owned  and  supremely  silent 
competitor,  Hallmark.  Last  year 
American  Greetings  entered  the  pro- 
motional seasonal  gift-wrap,  boxed- 
card  and  accessory  business  through  its 
subsidiary,  Plus  Mark.  With  most  of 
these  startup  costs  out  of  the  way,  it 
appears  that  earnings  for  the  fiscal  year 
ending  next  February  could  approach 
$  1 .85  to  $  1 .90  a  share  or  better,  depend- 
ing on  whether  or  when  there  is  a 
recession.  For  fiscal  1981,  $2.15  to 
$2.20  looks  attainable.  Incidentally,  as 
recently  as  1974  American  Greetings 
sold  as  high  as  44  times  earnings.  Cur- 
rently, at  six  times  this  year's  estimat- 
ed earnings,  the  downside  risk  would 
appear  to  be  minimal.  ■ 


VALUE  LINE  looks  at 

possible  "Take-Over"  candidates 
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MAJOR  STOCKS 

at 

50%  DISCOUNTS 

. .  .  from  their  tangible  book  value  per  share 

Every  week,  Value  Line  computers  screen  1700  major  stocks  under  regular  review  to  pin- 
point special  categories  which  may  be  of  unusual  interest  to  investors. 
For  instance,  a  recent  weekly  edition  of  The  Value  Line  Investment  Survey  shows  27  stocks 
which  are  currently  priced  below  tangible  book  value  per  share  AND  below  liquidating 
value,  too  (which  makes  them  intriguing  "take-over"  candidates  since  their  net  working 
capital  exceeds  the  current  price  of  their  shares). 

Of  these  27  stocks  (which  include  some  very  well-known  names),  9  are  selling  at 
discounts  of  50%  or  more  from  their  tangible  book  value.  The  discounts  run  as  high 
as  78%. 

Moreover,  at  their  recent  prices  some  of  these  stocks  offer  other  credentials  of  possible 
interest— such  as  P/E's  as  low  as  3.8,  yields  as  high  as  8.2%,  and  the  possibility  of  ap- 
preciating 200%  or  more  in  price  in  the  next  few  years.  (Value  Line  April  6,  1979.) 

SPECIAL  STOCK  SELECTORS 

The  latest  weekly  computer  screen  of  stocks  which  qualify  for  the  above  category  will  come 
to  you  automatically  under  the  invitation  below— along  with  several  other  Special  Stock 
Selectors  also  updated  weekly  in  the  Value  Line  Survey,  including: 
HIGHEST  YIELDS — The  100  stocks  (among  all  1700  under  regular  review)  offering  the 
highest  yields,  based  on  estimated  dividends  in  the  next  12  months.  The  yields  recently 
ranged  from  9.4%  to  11.8%.  (Value  Line  April  6,  1979.) 

HIGHEST  APPRECIATION  POTENTIAL— The  100  stocks  offering  the  highest  3  to 
5  Year  Appreciation  Potential,  based  on  estimated  earnings  and  P/E's  in  that  future  span. 
The  potentials  recently  ranged  from  220%  to  555%.  CAUTION:  some  of  these  stocks  are 
very  risky.  (Value  Line  April  6,  1979.) 

MOST  TIMELY  STOCKS— The  100  stocks  currently  ranked  1  (Highest)  and  the  300 
ranked  2  (Above  Average)  by  Value  Line  for  Probable  Price  Performance  in  the  Next  12 
Months— relative  to  all  1700  stocks  under  regular  review. 

CONSERVATIVE  STOCKS— The  stocks  rated  1  (Highest)  and  2  (Above  Average)  for 
Quality  (Safety)— relative  to  all  1700  stocks. 

STOCKS  AT  DISCOUNTS  FROM  LIQUIDATING  VALUE,  and  below  Tangible 
Book  Value— as  outlined  above. 

BEST  PERFORMING  STOCKS— The  50  or  so  stocks  that  have  gone  up  most  (or 
down  least)  in  price  over  the  last  13  weeks.  The  best  performances  recently  ranged  from 
+  42.6%  to  +146.7%.  (Value  Line  April  6,  1979.) 

WORST  PERFORMING  STOCKS— The  50  or  so  stocks  that  have  gone  down  most 
(or  up  least)  in  price  over  the  last  13  weeks.  The  worst  performances  recently  ranged  from 
-11.3%  to  -37.2%.  (Value  Line  April  6,  1979.) 

YOU  GET  ALL  THIS,  TOO 

In  addition  to  these  Special  Stock  Selectors,  every  week— for  EACH  of  1 700  stocks— Value 
Line's  weekly  Summary  &  Index  shows  the  current  ratings/measurements  for  future  Price 
Performance,  Safety,  Yield,  Long-Term  Appreciation,  P/E  Ratio,  Beta.  .  .  plus  earnings  and 
dividend  data,  past  actual  and  future  estimated. 

Every  week  you  also  receive  new  full-page  Ratings  &  Reports  on  about  130  stocks,  up- 
dating and  replacing  previous  reports  on  the  same  stocks.  During  a  13-week  cycle,  new 
reports  like  this  are  issued  on  all  1700  stocks.  The  Ratings  &  Reports  include  detailed 
price/volume  charts  and  22  series  of  vital  statistics  going  back  15  years  and  estimated  3  to 
5  years  ahead. 

SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line  Investment  Survey 
(with  full  30-day  money-back  guarantee)  for  the  next  9  weeks  for 
only  $29— about  HALF  the  regular  rate— if  no  one  in  your  house- 
hold has  subscribed  in  the  past  two  years.  As  a  double  bonus 
at  no  additional  charge,  you  will  receive  the  2400-page  Investors 
Reference  Service  (covering  1700  stocks)  and  the  96-page 
booklet,  "Evaluating  Common  Stocks." 
This  subscription  is  tax-deductible  if  utilized  to  aid  in  the 
management  of  your  investments. 
To  accept  this  invitation— mail  the  coupon  today. 


I 


SIGNATURE 


The  Value  Line  Investment  Survey 

Arnold  Bcrnhard  &  Co.,  Inc.  •  711  Third  Avonuo,  •  Now  York,  N.Y.  10017 

□  Begin  my  9-week  trial  to  The  Value  Line  Investment 
Survey  (limited  once  to  any  household  every  two  years) 
and  send  me  the  two  bonuses  listed  above  Check  for  $29 
is  enclosed  (Trial  subscriptions  must  be  accompanied 
by  payment.) 

SPECIAL  EXTRA  BONUS 

This  famous-make  pocket-size  ELECTRONIC 
CALCULATOR  (with  full  memory)  given  to  you 
when  you  order  The  Value  Line  Investment 
Survey  for  one  year— and  send  payment  now 

□  1  year  for  $315.  My  payment  is  enclosed  — 
send  me  the  CALCULATOR  as  my  extra  special  bonus 

i  (There  are  no  restrictions  with  this  annual  subscription.) 


316A14 


NAME  (please  print) 


ADDRESS 


CITY 


STATE 


ZIP 


□  Enter  my  subscription  now  Bill  me  for  $315. 
(Does  not  include  the  calculator  ) 


GUARANTEE  If  dissatisfied  for  any  reason,  I 
may  return  material  within  30  days  for  full  re- 
fund of  the  tee  I  have  paid 
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Rockwell  is  more  than 
the  builder  of 
million-mile  axles. 

Much  more. 


You  may  have  heard  Rockwell 
International  referred  to  as  "the  com- 
pany that  makes  heavy-duty  truck 
components."  Our  SQHP  tandem 
truck  axle  is  a  prime  example  of  our 
automotive  capabilities;  it's  designed 
to  go  over  a  million  miles  in  line-haul 
service,  and  half  a  million  miles  with- 
out a  major  overhaul.  We  can  pro- 
duce products  like  this  because  we 
operate  the  country's  largest  inde- 
pendent automotive  components 
research  facility. 

Providing  components  for  the 
land  transportation  industry,  how- 
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ever,  is  only  one 
of  Rockwell's  businesses.  Rockwell 
International  is  a  major  multi-industry 
company,  applying  advanced 
technology  to  a  wide  range  of  pro- 
ducts —  in  automotive,  aerospace, 
electronics  and  general  industries. 
Following  are  some  examples  of  our 
balanced  diversification. 


Automotive. 


One  half  of  the  highway  tan- 
dem tractors  in  North  America  are 
equipped  with  Rockwell  axles  —  and 
more  than  half  of  the  heavy-duty 
trucks  stop  with  Rockwell  brakes. 
We're  also  a  major  supplier  of 
drivelines,  steel  and  styled  aluminum 
wheels,  mechanical  devices,  cast- 
ings, stainless  steel  wheel  covers, 
reinforced  plastic  and  other  compo- 
nents for  trucks,  trailers,  buses,  vans 
and  passenger  cars. 


Aerospace. 


We're 
prime  contractor 
to  NASA  for  its 
Space  Shuttle 
orbiters  and  their 
main  engines,  and 
for  integrating  the 
entire  Space 
Shuttle  system  in- 
cluding selected 
payloads. 


We  also  build  rocket  engines  for  other 
applications,  and  satellites  such  as 
Navstar.  We  manufacture  Sabreliner® 


business  jets,  Commander'®  690B 
propjets,  and  Commander  piston- 
powered  aircraft  for  general  aviation. 
And  we  have  a  long,  proud  history  as 
a  designer  and  builder  of  U.S.  mili- 
tary aircraft. 

The  Rockwell-built  NASA 
Space  Shuttle  orbiter  is  the  backbone 
of  the  world's  first  reusable  space 
transportation  system.  Our  Space 
Systems  Group  and  Rocketdyne  Divi- 
sion began  work  on  it  over  eight  years 
ago.  Rockwell  brings  to  this  program 
the  technology  and  systems  man- 
agement experience  gained  as  a 
prime  contractor  to  NASA  for  its 
Apollo  program. 

The  Space  Shuttle  will  launch 
like  a  rocket,  haul  like  a  truck,  work 
like  a  space  station,  then  return  to 
Earth,  landing  like  a  glider.  Each 
Shuttle  is  designed  to  make  at  least 
one  hundred  trips  to  space  and  back, 
carrying  as  much 
Tk  ^kfMt[  tddW/^  as  32V2  tons 

of  pay  load 
into 

orbit  each 
time  — 
twice  the 
payload 
today's 
largest  ex- 
pendable 
rocket  can 
handle  — 
at  about  half 
the  cost.  Recently  an 
additional  $1.9  billion  has  been 
added  to  our  existing  NASA  contract 
to  complete  the  initial  fleet  of 
Shuttle  orbiters. 


Electronics. 


We're  one  of  the  world's  lead- 
ing suppliers  of  avionics  —  com- 
munications, navigation  and  flight 
control  equipment  for  air  transport, 
general  aviation,  and  government 
aircraft.  We  also  make  microelec- 
tronic systems  and  devices  and 
guidance  and  control  systems. 
And  we  manufacture  and 
install  telecommunications 
systems  for  businesses  and 
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governments  worldwide. 

As  a  matter  of  fact,  we're  one 
of  the  nation's  largest  independent 
suppliers  of  microwave  systems  for 
transmission  of  telephone  calls,  tele- 
vision pictures  and  computerized 
data. 

We've  been 
making  and  installing 
microwave  systems 
for  over  25 
years,  and  our 
many  customers 
include  telephone 
companies,  pipeline 
companies,  railroads, 
U.S.  and  foreign  gov- 
ernment agencies 
and  the  Public 
Broadcasting 
Service. 


General  industries. 

Rockwell  is  one  of  the  world's 
largest  suppliers  of  high-  technology 
valves  for  the  energy  market  and  for 
general  industry.  Our  extensive 
technology  is  also  being  applied  to  the 
world's  growing  need  for  alternate 
sources  of  energy.  We're  involved  in 
projects  for  nuclear  energy,  coal 
gasification,  flue  gas  desulfurization, 
and  solar,  wind  and  geothermal  power. 

We  also  make  printing  presses, 
textile  equipment,  industrial  sewing 
machines,  power  tools  and  products 
for  utilities. 

Speaking  of  our  printing  press- 
es, most  of  America's  big  newspa- 
pers are  printed  on  them.  The  list  of 
major  American  dailies  that  are 
printed  on  Rockwell-Goss  Metroliner 
presses  alone  reads  like  a  Who's  Who 
of  newspapers.  Another  Rockwell- 
Goss  press,  the  Signature  H V,  is 
designed  to  give  smaller  news- 
papers and  commercial  printers 
unprecedented  speed  and  flexibility. 
Worldwide,  Rockwell-Goss  presses 
are  serving  publishers  in  more  than 
80  countries. 


Over  14,300  scientists 
and  engineers. 

Of  our  114,000  employees, 
one  in  eight  is  either  a  scientist  or  an 
engineer.  They  constitute  about  one 
percent  of  America's 
total  scientific- 
engineering  community. 
This  technological 
base  positions  us  for 
leadership  in  each 
of  our  product 
areas.  It  also 
makes  our 
corporate  slogan, 
". . .  where  science 
gets  down  to 
business,"  a  fact. 


Business  is  good. 


Rockwell 
International's  total 
sales  for  1978  were 
over  $5.6  billion. 
Fiscal  1978  was  the 
most  profitable  year 
in  Rockwell's  history. 
Net  income,  up  23% 
over  fiscal  1977, 
was  $176.6  million, 
generating  a  record 
$5.02  per  share. 


For  more  of  the  Rockwell 
story,  please  write  us: 
Rockwell  International, 
Dept.  815R,  600  Grant  Street, 
Pittsburgh,  PA  15219. 


Rockwell 
International 


where  science  gets  down  to  business 


LARGE  POTENTIAL 

CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

***** 

The  United  States  Department  of  the 
Interior  (Bureau  of  Land  Manage- 
ment) holds  non-competitive  public 
drawings  each  month  to  afford  all 
citizens  over  the  age  of  21  years  an 
equal  opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by  the 
Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  a  sum  exceeding 
$75,000.00  immediately,  plus  an 
overriding  royalty  for  possible  future 
income. 

***** 

For  further  information  on  how  you  can 
intelligently  participate  in  the  government 
sponsored  program,  contact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 
Roswell,  New  Mexico  88201 
Toll  Free  Number  800-545-7955 


FREE 
FOR  THE 
ASKING 

Many  advertisers  in  this 
issue  are  offering  addi- 
tional information  at  no 
cost  to  Forbes  readers. 
For  free  information 
from  those  advertisers, 
use  the  reader  service 
card  facing  the  third 
cover.  Forbes  will  pro- 
cess all  requests  re- 
ceived prior  to  Novem- 
ber 30,  1979. 


Stock  Trends 


A  serious  decline  in  the  economy  is  prob- 
ably not  in  the  cards,  but  a  cautious  mar- 
ket strategy  seems  called  for. 

LIVING  WITH 
A  SLOWDOWN 


By  Myron  Simons 


The  stock  market 
will  have  rough  go- 
ing for  a  while  as  the 
economy  continues 
to  slow  down,  but  a 
serious  decline  is 
probably  not  in  the 
cards.  The  econom- 
ic planners  are  most 
unlikely  to  credit- 
squeeze  us  into  a  se- 
rious recession.  Meanwhile,  there  is  a 
huge  amount  of  pent-up  investment 
money,  at  least  some  of  which  is  go- 
ing to  be  tempted  into  the  market  on 
every  dip.  This  gingerly  bargain-hunt- 
ing will  turn  into  a  stampede  to  buy 
once  the  economic  outlook  clears. 

If  I  am  right,  a  sensible  strategy  is 
the  following:  Buy  stocks  that  are  un- 
likely to  be  hurt  by  the  downturn  but 
will  likely  participate  fully  in  the 
eventual  upturn.  When  this  upturn 
will  come,  I  am  not  so  rash  as  to  try 
predicting.  It  could  well  be  within  the 
next  few  months.  Thus  an  offensive/ 
defensive  strategy  seems  called  for. 
Here  are  some  suggestions: 

ACF  (33)  is  regarded  as  a  cyclical 
stock,  so  it  usually  has  a  rather  low 
multiple.  But,  it  has  now  assembled  a 
number  of  divisions  that  respond  on 
different  time  schedules  to  various  cy- 
cles. For  example,  its  main  source  of 
income — railroad  car  manufacturing 
and  leasing — should  continue  to  be 
strong  for  a  long  time,  even  if  the 
economy  as  a  whole  turns  down.  The 
freight  car  building  division  has  a 
large  backlog,  and  there  is  no  sign  of  it 
diminishing  even  though  the  com- 
pany expects  to  deliver  almost  12,000 
cars  this  year.  There  is  no  sign  of  a 
slowdown  in  orders  for  new  railroad 
cars,  particularly  since  there  are  now 
industrial  buyers  and  leasers  in  addi- 


tion to  the  railroads. 


Myron  Simons  h  a  vice  president  of  the  NYSE 
firm  of  Cowen  &  Co. 


In  addition,  a  newly  designed  coal 
hopper  will  be  coming  off  the  produc- 
tion line  shortly,  and  there  are  orders 
on  hand  for  some  2,000.  The  WKM 
Valve  division  is  a  major  supplier  to 
the  oil  industry  and  should  do  well 
this  year  as  some  of  its  expansion 
expenses  are  behind  it.  The  remaining 
two  divisions,  which  produce  plastics 
and  automotive  parts,  are  not  reces- 
sion resistant,  but  it  still  looks  as 
though  the  company's  1979  earnings 
will  be  over  $5.10  vs.  $4.72  last  year. 

Another  company  with  a  major 
source  of  income  from  freight  car 
building  is  Wbittaker  (15).  Its  Berwick 
division  has  a  large  backlog  and  it 
looks  for  more  future  business  for 
both  regular  freight  cars  and  coal  hop- 
pers. The  company  has  also  lust 
signed  a  $110  million  two-year  con- 
tract to  manage  Abu  Dhabi's  hospital, 
and  expects  to  renew  its  much  larger 
health-service  contract  with  Saudi 
Arabia  shortly.  Clearly,  these  streams 
of  income  will  be  unaffected  by  any 
recession  in  the  U.S.  Some  of  Whit- 
taker's  divisions  can  suffer  a  bit  if  the 
economy  slows,  but  the  prospects  for 
earnings  of  $2.85  for  the  year  ending 
in  October  are  intact,  and  as  the  Mid- 
dle Eastern  health-services  area 
grows,  1980  earnings  should  improve. 

Prime  Computer  (36)  manufactures 
medium-size  computers  and  has  come 
up  with  a  software  package  that  gives 
the  user  an  unusual  amount  of  flexibil- 
ity. The  company  has  marked  up  an 
extraordinary  growth  record,  with 
sales  increasing  from  $1 1.4  million  in 
1975  to  $93.6  million  in  1978,  and 
earnings  chalking  up  a  compounded 
163%  rate  gain.  It  can't  be  expected  to 
continue  at  that  headlong  pace,  but 
gains  in  the  neighborhood  of  40%  seem 
to  be  in  prospect  for  the  next  few  years. 
This  year  I  expect  profits  of  about  $2.40 
per  share,  vs.  1978's$1.64. 

Mesa  Petroleum  (41)  is  a  good-size 
independent  oil  and  natural  gas  pro- 
ducer with  interests  in  the  U.S.,  Can- 
ada and  the  North  Sea.  It  recently 
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announced  its  intention  to  sell  its 
Canadian  properties,  which  could 
bring  more  than  $400  million  and  put 
the  company  in  a  powerful  position  to 
increase  its  domestic  exploration. 
Earnings  for  this  year,  without  con- 
sidering the  effects  of  the  possible 
sale,  should  be  about  $2.60.  Its  premi- 
um multiple  seems  more  than  justi- 
fied by  the  value  of  its  properties. 

Wheelabrator-Frye  (30)  has  grown  by 
leaps  and  bounds,  both  by  internal 
expansion  and  by  acquisition.  This 
year  it  should  mark  up  about  $1  bil- 
lion in  sales  and  earn  a  fully  diluted 
$3.40  to  $3.50  per  share.  It  has  a  num- 
ber of  unromantic  but  money-making 
divisions  involved  in  such  things  as 
heavy  construction,  engineering  and 
printing  inks.  But  the  potential  that  is 
likely  to  excite  Wall  Street  is  that  the 
company  is  a  major  factor  in  pollution 
control.  It  is  also  in  the  forefront  of 
such  new  energy  resources  as  burning 
garbage  and  converting  high  sulfur 
coal  into  a  satisfactory  solid  fuel.  In  a 
climate  where  there  will  be  a  push 
toward  the  use  of  more  polluting  fuels, 
and  with  a  search  for  new  forms  of 
energy,  Wheelabrator  should  get 
greater  investor  recognition. 

Dentspfy  (17)  is  a  major  factor  in 
dental  supplies  and  equipment,  and 
has  a  good-size  stake  in  the  optical 
business.  With  the  unions  bargaining 
for  increased  fringe  benefits,  the 
growth  of  dental  insurance  plans 
seems  assured.  The  company  has  a 
very  large  division  in  the  U.K.,  which 
has  given  it  a  lot  of  trouble.  In  addi- 
tion to  poor  operations,  there  have 
been  currency  losses  that  will  contin- 
ue in  the  first  quarter  of  this  year.  It  is 
expected  that  the  English  division 
will  show  improvements  in  the  latter 
part  of  this  year.  Since  domestic  busi- 
ness is  quite  strong,  earnings  for  the 
full  year,  after  a  poor  start  in  the  first 
quarter,  could  reach  the  $2  level. 

The  closer  we  get  to  an  economic 
slowdown,  the  more  likely  it  is  that 
the  government  economists  will  want 
to  lighten  their  pressure.  They  should 
be  helped  by  the  fact  that  food  prices 
generally  begin  to  come  down  as  the 
weather  gets  warmer.  It's  a  combina- 
tion of  events — lower  inflation  and 
lower  interest  rates — that  should 
make  the  stock  market  look  very  at- 
tractive to  big  investors  both  at  home 
and  abroad.  A  little  patience  and  inge- 
nuity now  should  produce  big  rewards 
in  the  future.  ■ 


Mr  fiiel  is  on  retention,  his  column  will  return  next 
issue 


Why  trading  through 

a  broker's  branch  office 
can  cost  you  money. 

Who  benefits  from  branch  offices?  Investors  who  need 
advice  and  the  broker  salesmen  who  give  it.  But,  if  you  are 
an  investor  who  doesn't  need  a  broker's  advice,  a  branch  office 
can  be  a  costly  middleman  between  you  and  New  York  where 
most  stock  transactions  take  place. 

When  you  deal  with  Source,  you  eliminate  red  tape.  You 
talk  directly  to  our  trading  specialists  who  call  your  order  to 
the  Exchange  floor.  No  sales- 
men, no  secretaries  and  no 
teletype  operators  get  between 
you  and  your  transaction. 
You'll  always  be  in  contact 
and  control.  And  you'll  get 
fast,  accurate  executions  and 
clearance. 

By  dealing  directly  with 
Source,  you  save  from  30%  to 
as  much  as  81%  on  commis- 


Average  Commission 
Savings  at  Source 

Stocks  Options 

53%  43% 

Average  percentage  savings  from  the 
last  NYSE  fixed  commission  schedule 
in  effect  prior  to  May  1,  1975  on  all 
trades  executed  through  Source  for  a 
recent  two  month  period. 


sions.  (Commission  savings  on  stocks  average  53%;  see  chart.) 

Along  with  savings  and  service  you  get  maximum  security. 
Your  assets  are  fully  protected  by  the  resources  of  our  world 
wide  clearing  organization  and  $500,000  in  account  protection. 

So  to  cut  red  tape,  as  well  as  your  trading  costs,  call  for  our 
free  Commissions  and  Services  brochure  at  800-221-5338  toll 
free.  In  New  York  State  call  collect  at  212-422-6000  Or  mail 
in  the  coupon  today. 


Source  Securities  Corp.,  70  Pine  St.,  New  York,  N.Y.  10005 

□  Please  have  someone  from  Source  call  me. 

□  Please  send  me  your  free  Commissions  and  Services 
brochure  and  new  account  application. 


Name- 


Address. 
City  


.State- 


Bus.  Tel. 


.Home  Tel. 


u 


-Zip. 


MEMBER  NYSE.  NASD.  SIPC 


The  broker  for  experienced  investors 


OWN  YOUR  OWN 

MONEY  BUSINESS 

"BECOME  A  FINANCIER" 

UTILIZE  OVER  2,000  SOURCES  OF  CAPITAL 
Ideal  for  executive  type  person.  Operate  from 
your  own  dignified  professional  office.  Clients 
come  to  you  for  Business  Capital  Assistance 
Must  be  sincere  with  a  well-rounded  business 
background.  Instant  Hi  income  potential  for  right 
person. 

$18,000  CASH  REQ. 

Call  Mr.  Van  (213)  463-4841 

or  write:  Computer  Capital  Corp. 
Dept.  5.  6922  Hollywood  Blud 
Los  Angeles.  CA  90028 


225  MILUON  AMERICANS 
WORKING  TOGETHER 
TO  CONSERVE 
ENERGY 


ENERGY 
CONSERVATION 
IT'S  YOUR 
CHANCE 

TO  SAVE. 
AMERICA 

Department  of  Energy 
Wathington  0  C 
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FABERGE 

IMPERIAL  EGGS 
And  Other  Fantasies 

Hermione  Waterfield 
& 

Christopher  Forbes 


FABERGE 


1MPKRIAL  ECCS 


A  Magnificently  Illustrated  Volume 

Devoted  To 
The  Jewelled  Extravagances  Created 
for  the  Last  Czars  of  Russia 

Gem-set  surprise  eggs,  singing  gold  birds 
hidden  in  jade-leafed  trees,  miniature  pad- 
dle steamers  of  gilt  silver,  frames  of  crystal 
and  fans  set  with  diamonds  and  ostrich 
feathers—  these  are  just  a  few  of  the  dazzling 
fantasies  created  by  the  House  of  Faberge  to 
amuse  Russia's  ill-fated  Imperial  Family  in 
the  twilight  years  of  the  Russian  Empire.  Not 
since  Cellini  has  the  art  of  the  goldsmith  and 
the  jeweller  achieved  such  heights  of  per- 
fection. In  123  brilliant  four-color  plates  this 
book  captures  all  aspects  of  Peter  Carl 
Faberge's  incredible  achievements.  From 
the  fabled  Imperial  Eggs,  presented  by  the 
Czar  to  his  wife  every  Easter,  to  gold- 
mounted  ebony  knitting  needles  for  a  do- 
mestically inclined  Grand  Duchess,  the  full 
genius  of  Faberge  is  evident  in  this  selection 
of  his  ob/ets  de  luxe.  All  the  works  presented 
are  from  the  collection  of  FORBES  Maga- 
zine, the  most  important  holding  of  Faberge's 
Imperial  Treasures  outside  the  Soviet  Union. 

In  addition,  the  volume  contains  an  in- 
valuable guide  to  other  collections  of  Fab- 
erge open  to  the  public,  a  catalogue  raisonne 
of  the  Imperial  Eggs,  a  foreward  by  Malcolm 
S.  Forbes  and  an  essay  by  Dr.  Everett  Fahy, 
Director  of  The  Frick  Collection. 

This  book,  just  published  by  Charles  Scrib- 
ner's  Sons  retails  for  $19.95. 

For  a  limited  time  only,  FORBES  readers 
may  purchase  copies  for  onlv 
$17.50! 

Save  $2. 45  per  copy. 

FORBES  Magazine  Collection 
60  Fifth  Avenue 
New  York,  N.Y.  1(1011 

Please  send 

 copies  FABERGE  at  $17.50  @  

N.Y.  residents  add  appropriate  tax  

Total  enclosed  

□  Check  payable  to  Forbes  Inc.  enclosed. 

□  Please  bill  me. 

Name  

Address  


  Zip 


\fenture  Capital 


There  are  some  things  that  no  school 
teaches,  one  learns  by  bitter  experience. 

SOMEONE 
SHOULD  WRITE  A 
BOOK 

and  by  industrial  firms  to  "count"  in- 
ventories. The  scales  are  so  precise 
that  they  can  actually  count  dollar 
bills.  Even  its  import  arrangement 
was  coming  unglued  since  Metro- 
dyne's  sales  weren't  as  good  as  the 
Japanese  expected,  and  payments  to 
them  were  erratic. 

It  is  not  easy  for  an  entrepreneur  to 
admit  he  needs  help,  but  Gerber  invit- 
ed Technicorp  in,  and  Fred  Johnston 
arrived  and  went  to  work. 

"In  a  troubled  smali  company,  you 
can't  do  things  serially,"  Johnston  ex- 
plains. "You  really  have  to  try  to  do 
everything  at  once." 

As  Johnston  saw  it,  Metrodyne  sim- 
ply had  to  get  some  fresh  money  and 
at  the  same  time  smooth  out  its  rela- 
tionship with  the  vital  Japanese  sup- 
plier. There  was  also  the  question  of 
incentives.  Gerber  ran  Metrodyne, 
but  he  didn't  own  much  of  it.  With 
Technicorp's  help,  he  ended  up  with 
one-third  of  the  stock — Technicorp 
also  now  owns  one-third. 

Luckily,  Technicorp  had  other  re- 
sources. Johnston  used  Technicorp's 
credit,  and  an  introduction  from  one 
of  its  directors,  to  arrange  a  loan  at  a 
Connecticut  bank.  Banks  shy  away 
from  loans  to  troubled  companies 
even  when  the  loans  are  guaranteed — 
so,  it  was  the  introduction  that  count- 
ed. The  loan  got  a  factor  (a  money 
lender  who  was  charging  16%  inter- 
est) off  the  company's  books,  and  the 
venture  wing  of  a  big  insurance  com- 
pany put  $250,000  into  Metrodyne  for 
working  capital.  That,  too,  was  an  act 
of  faith,  for  Metrodyne's  sales  were 
only  $600,000  a  year  in  1976  and  the 
company  was  losing  money. 

Then  there  was  the  Japanese  sup- 
plier. Johnston  figured  he  wouldn't 
get  far  with  them  without  some  in- 
troduction, and  another  Technicorp 
director  came  through.  His  contacts 
introduced  and  endorsed  Johnston, 
and  the  Japanese  were  willing  to  con- 
sider a  more  favorable  arrangement 
for  Metrodyne. 


By  Thomas  P.  Murphy 

By  the  spring  of 
1976  Larry  Gerber, 
now  51,  knew  that 
he  and  the  little 
electronic  scale 
company  he  was 
running  were  in 
deep  trouble.  Credi- 
tors were  threaten- 
ing, and  the  com- 
pany, Metrodyne, 
was  running  at  a  loss.  There  are 
things,  Gerber  realized,  that  neither 
an  engineering  degree  nor  years  of 
marketing  experience  teach  a  man — 
little  things,  like  how  to  put  together 
a  cash  flow  and  how  long  you  can 
delay  paying  the  phone  company  be- 
fore the  telephone  is  cut  off. 

Gerber  had  been  pounding  the 
streets  for  months  trying  to  raise 
fresh  capital  and  trying  to  find  some- 
one who  could  give  him  the  kind  of 
business  advice  he  knew  he  needed. 
By  1976,  the  days  were  long  gone 
when  you  could  bail  out  a  faltering 
small  company  by  selling  stock  to  the 
public,  and  curiously,  the  search  for 
advice  had  been  equally  fruitless. 
There  wasn't  even  a  book  available 
that  feally  dealt  with  the  grubby  real- 
ities. It  was  then  that  Larry  Gerber 
was  introduced  to  Fred  Johnston,  50, 
who  heads  an  industrial  management 
and  investment  firm  called  Techni- 
corp International.  Though  both 
companies  are  in  Stamford,  Conn., 
neither  man  knew  the  other  until  a 
mutual  friend  got  them  together.  De- 
spite Metrodyne's  appalling  balance 
sheet,  Johnston  liked  what  Gerber 
was  doing.  Gerber  had  carved  out  a 
proprietary  niche  in  a  half-billion- 
dollar  industry. 

Metrodyne  imports  from  Japan  pre- 
cision scales  that  are  used  in  two  ap- 
plications— by  states  to  weigh  trucks 

Thomas  1'  Murphy  heads  a  venture  capital 
firm.  Partnership  Dankist,  Stamford,  < Conn 
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Gerber  describes  Johnston  as  "par- 
simonious." Johnston  takes  it  as  a 
high  compliment.  One  of  Johnston's 
first  parsimonious  acts  was  to  get  rid 
of  a  Japanese  middleman  who  had 
been  taking  a  commission  but  con- 
tributing nothing.  Then,  with  advice 
from  some  Technicorp  directors 
Gerber  turned  his  attention  to  Metro- 
dyne's  distribution  network. 

Industrial  scales  traditionally  are 
sold  through  local  distributors.  Since 
the  distributors  represented  several 
scale  manufacturers,  they  had  no  par- 
ticular incentive  to  push  Metrodyne's 
products.  In  fact,  a  lot  of  them  were 
uneasy  with  these  fancy  new  Japanese 
scales  with  their  microprocessors  and 
space-age  features. 

Gerber  decided  to  take  a  very  large 
risk  with  the  company.  He  phased  out 
many  of  the  old  distributors  and  re- 
placed them  with  manufacturers'  rep- 
resentatives. The  representatives 
tended  to  be  younger,  college  educated, 
and  the  only  scales  they  were  selling 
were  Metrodyne's. 

The  new  marketing  strategy 
worked.  Metrodyne's  sales  went  from 
$600,000  in  1976  to  $1.1  million  in 
1977,  though  there  was  still  a  loss. 
Last  year  was  better,  $1.6  million  and 
a  real  $60,000  profit.  This  year  Gerber 
figures  they'll  do  close  to  $3  million 
and  Johnston  points  out  that  Metro- 
dyne  now  makes  a  profit  every  month 
and  has  a  balance  sheet  even  a  banker 
would  love. 

They  can  now  enjoy  the  luxury  of 
long-range  planning.  They  want  to 
quickly  grow  Metrodyne  into  a  $10 
million  business  and  to  get  a  better 
balance  between  marketing  and  man- 
ufacturing. Someone  else  makes  90% 
of  what  they  sell.  They  would  be  more 
comfortable  at  75%.  Johnston  and  the 
board  are  also  looking  here  and  abroad 
for  more  products  to  put  through  Me- 
trodyne's now  efficient  marketing 
network. 

Technicorp  is  involved  in  similar 
projects  and  an  unusual  one  called 
Rare  Stamps  Inc.  It  has  nothing  to  do 
with  Metrodyne,  but  with  the  market 
for  stamps  booming,  Fred  Johnston 
couldn't  resist  making  a  business  out 
of  his  favorite  hobby. 

As  for  Larry  Gerber,  he  has  some 
plans,  too.  If  Metrodyne  continues 
growing,  Gerber  would  love  to  own  a 
38-foot  Egg  Harbor  and  to  write  a 
book.  There  are  more  entrepreneurs, 
he  figures,  who  need  advice  on  how  to 
do  a  cash  flow  and  how  to  stall  a 
telephone  company  an  extra  day  or 
two  before  they  cut  off  the  phone.  ■ 


Are  today's  high 
money  market  yields 
telling  you  something? 


More  investors  and  savers  are  getting  the 
message  about  today's  high  money  mar- 
ket yields.  And  doing  something  about 
it — investing  in  Whitehall  Money  Market 
Trust. 

A  Whitehall  account  offers  today's  high 
yields  plus  important  benefits  and  conve- 
niences you  won't  find  everywhere: 

•  Daily  income;  dividends  earned  and 
credited  365  days  a  year 

•  No  sales  charge,  no  redemption  fee 

•  Free  checkwriting  (minimum  $500) 
with  easy-to-read  statements 


•  Free  telephone  redemptions  and 
transfers 

•  Full-time,  professional  management 

•  Low  cost  structure 

Minimum  initial  investment:  $3,000 
Additional  investments:  $100 


Mail  (he  coupon  or 
call  toll-free 


(800)523-7910 

In  Pennsylvania, ica 
collect  (215)  293-1100 


L  -Whitehall— 


i 
i 
i 
i 
i 
i 


Whitehall  Money  Market  Trust  MmtAII  M:»rl«>4 Ttfief  FORN-501 
Box  1100/Drummer's  Lane,       IWMECIJ  ITIalACI  II  U»I 

Valley  Forge,  Pennsylvania  19482 

/  would  like  more  complete  information  including  advisory  fees,  distribution  charges  and 
other  expenses.  Please  send  me  a  Prospectus  so  that  I  may  read  it  carefully  before  I  invest  or 
send  money. 


A  MEMBER  OF 

THEVanguard 

^  GROUP 

OF  INVESTMENT  COMPANIES 


Print 
Name  

Address 

City  

State   


Zip 


Get  peak  yields  plus  daily 
liquidity  with  only  $2,000. 


Here  at  th 
you'll  find  important 
advantages. 
□  High  money  mar- 
ket yields.  . 
□  Immediate  liquidity— \ 
no  withdrawal  penalty. 
□  Toll-Free  telephone 
redemption /transfer 
□  Free  check  writing. 

□  No-Load. 
No  sales  charge  or  redemption 
penalty.  You  get  these  bene-  * 
fits  whether  you  invest,/ 
$2,000  or  $2,000,000.  ,  I-  * 

f 


For  current  yield,  phone  toll-free 
-800-638-1527.  If  busy,  or  in 
Maryland,  call  collect 
301-547-2136. 

Rowe  Price  A6 
Prime  Reserve  Fund,  Inc. 


1!M>  E  Pratt  Street,  Baltimore. 
Maryland  21202. 


Zip  Code. 


For  more  complete  information,  includ- 
nn  management  fee  and  other  charges 
intl  expenses,  obtain  a  prospectus.  Read 
it  carefully  before  you  invest  or  send 
money. 
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Commodities 


MONEY  &  INVESTMENTS 


In  recent  weeks,  the  yield  on  90-day  T-bills 
has  exceeded  the  yield  on  one-year  bills. 

A  RIDE  ON  THE 
YIELD  CURVE 


By  Stanley  W.  Angrist 

Lots  of  folks  like 
to  ride  roller  coast- 
ers. But  most  com- 
modity traders  don't 
know  that  they  can 
ride  something 
called  the  "yield 
curve"  for  a  profit  if 
they  can  predict — 
and  it's  a  big  if — 
how  interest  rates 
will  change  over  the  next  several 
months. 

But  what  is  meant  by  the  term 
"yield  curve"?  For  each  maturity  date 
located  on  the  x-axis  (horizontal),  plot 
the  corresponding  interest  rate  on  the 
y-axis.  That  is,  plot  the  interest  rate 
for  the  90-day  U.S.  Treasury  bill  at  the 
90-day  x-coordinate,  the  interest  rate 
for  the  180-day  bill  at  the  180-day  x- 
coordinate  and  so  on.  Connect  these 
interest  rate  points  with  a  line,  and 
you  have  a  yield  curve.  The  shape  of 
this  curve  changes  a  little  bit  every 
day  as  investors'  perceptions  and  be- 
liefs about  the  rate  of  inflation,  the 
state  of  the  economy,  the  unemploy- 
ment rate  and  numerous  other  factors 
that  influence  interest  rates  change. 
This  way,  the  interest-rate  market 
will  show  different  shaped  yield 
curves,  depending  on  the  demand  for 
money  as  it  relates  to  the  state  of  the 
economy.  Sometimes  the  curve 
shows  a  peak  near  the  six- month  ma- 
turity date,  as  it  did  in  1974  (see 
chart).  Sometimes  the  peak  lies  much 
further  out — 1975  was  such  a  time — 
as  longer-term  investors  demand 
more  interest-rate  protection  against 
the  uncertainties  of  inflation.  As  the 
chart  shows,  the  peak  yield  at  present 
is  offered  by  90-day  bills. 

Recently,  trading  in  one-year  U.S. 
Treasury  bills  commenced  on  the  In- 

Stanley  W  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  the  at4tlx>r  of  Sensible 
Speculating  in  Commodities. 


ternational  Monetary  Market  of  the 
Chicago  Mercantile  Exchange.  Cou- 
pling these  one-year  bills  with  the  90- 
day  bills,  which  have  been  traded 
since  1976  on  the  IMM,  has  made  it 
particularly  easy  to  ride  the  yield 
curve — hopefully  to  a  profit. 

In  recent  weeks,  the  yield  on  90-day 
T-bills  has  exceeded  the  yield  on  one- 
year  bills.  The  peak  in  interest  rates 
generally  falls  farther  out  on  the  yield 
curve  than  90  days.  Thus  the  market 
is  displaying  an  unusual  pattern.  The 
opportunity  for  profit  will  come  if  the 
market  reverts  to  a  more  "normal" 
interest-rate  pattern  as  the  peak  in 
interest  rates  moves  farther  out  on 
the  yield  curve. 

However,  in  order  to  trade  T-bills 
knowledgeably,  it  is  first  necessary  to 
understand  how  they  are  quoted.  The 
traditional  method  of  quoting  futures 
prices  results  in  a  bid  that  is  lower 
than  the  offer.  In  trading  T-bills  and 
other  instruments  that  are  quoted  on 
a  yield  basis,  it  would  be  normal  that 
the  bid  would  be  higher  than  the  offer 
because  of  the  inverse  relationship  be- 
tween yield  and  prices. 

But  such  an  arrangement  is  contrary 
to  normal  practice  in  trading  stocks 
and  commodities.  When  a  commodity 
or  stock  is  bought  and  the  price  goes  up, 
the  purchaser  has  a  profit.  When  the 
price  goes  down,  he  has  a  loss.  Con- 
versely, if  he  has  sold  short  and  the 
price  goes  down,  he  has  a  profit,  and 
when  the  price  goes  up,  he  has  a  loss. 

In  considering  this  problem,  the 
IMM  has  developed  a  system  that  is 
essentially  an  index  based  on  the  dif- 
ference between  the  actual  T-bill  yield 
and  100.00.  Hence,  a  T-bill  yield  of 
9.50%  would  be  quoted  on  the  IMM 
according  to  its  index  at  90.50.  This 
method  fits  the  traditional  quotation 
procedures  in  futures  trading  where 
the  bid  price  is  lower  than  the  offer 
price.  When  someone  buys  and  the 
IMM  index  goes  up,  the  individual  has 
made  money.  (The  index  would  go  up 
if  yields  dropped.)  However,  if  some- 


one expects  interest  rates  to  rise,  he 
would  be  a  seller,  since  the  dollar  price 
of  the  bill  would  fall  as  interest  rates 
rise.  It  is  the  IMM  index  that  one  sees 
quoted  in  the  financial  press. 

For  the  last  several  months,  the 
yield  on  90-day  bills  has  been  running 
15  to  30  points  higher  than  the  yield 
on  one-year  bills.  (An  interest  rate 
point  is  one  one-hundredth  of  a  per- 
cent.) If  an  economic  slowdown  mate- 
rializes later  in  the  year  or  in  the  early 
part  of  1980,  then  I  believe  the  situa- 
tion will  reverse  and  the  yield  on  the 
one-year  bill  will  rise  to  a  30-  to  40- 
point  premium  over  the  yield  on  the 
90-day  bill. 

The  specific  trade  I  am  recom- 
mending is  long  December  1979  90- 
day  T-bills/short  December  1979  one- 
year  T-bills  with  an  IMM  index  pre- 
mium for  the  one-year  bill  of  at  least 
15  points.  (Recall  that  an  IMM  index 
premium  means  that  the  interest  rate 
on  the  90-day  bill  will  be  at  least  15 
points  greater  than  the  one-year  rate.) 

I  would  risk  no  more  than  15  points 
on  the  spread  from  the  initial  entry 
level.  (A  T-bill  point  on  the  futures 
market  is  equal  to  $25,  so  the  pro- 
posed risk  limit  is  $375  per  spread.)  If 
the  yields  change  as  expected,  the 
trade  would  produce  about  a  60-point 
gain,  or  $900.  Margin  on  each  spread 
would  be  about  $300,  while  the  round- 
turn  commission  on  each  spread 
would  be  about  $105. 

A  word  of  caution  is  in  order:  The 
one-year  T-bill  market  is  still  rather 
thin  and,  therefore,  orders  must  be 
placed  with  care.  On  the  other  hand, 
yield-curve  riding  can  be  just  as  excit- 
ing as  riding  a  roller  coaster — and  a  lot 
more  profitable.  ■ 


Curves 

In  recent  weeks,  the  90-day  bill  has 
carried  the  highest  yield  of  all  U.S. 
government  obligations — a  situa- 
tion far  different  from  1974 or  1975. 
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When  you  can  isolate  your  best  international  prospects 


It  really  is  a  small  world 


Whether  your  marketing  program 
dictates  the  broadest  possible  cover- 
age, or  the  pinpoint  accuracy  of 
market -by- market  advertising,  the 
regional  editions  of  Newsweek 
International  bring  the  cream  of  the 
international  business  community 
to  the  top. 

You  can  select  the  precise  geographic 
areas  where  your  sales  opportunities 
exist:  all  of  Europe;  the  Common 
Market  only;  East  Asia,  excluding  the 
Philippines;  just  Korea... There  are 
47  regional  editions  available,  allow- 
ing you  to  direct  your  advertising 


messages  to  the  precise  audience 
you  need. 

As  our  circulation  grows  (faster  than 
any  other  international  medium) 
our  high-profile  demography  holds- 
even  climbs.  That  means  you  reach 
more  people  who  are  real  prospects; 
and  you  increase  your  efficiency 
by  concentrating  on  the  regions 
you  need. 

It's  a  unique  combination. ..high- 
prospect  density  the  world  over. . . 
pinpoint  editions  to  eliminate  waste. 

Both  in  an  atmosphere  of  editorial 
authority  and  impact. 


You  find  it  in  one  magazine. 

ONLY 


Newsweek 

Jm?  ilk 

IF 

THE 

INTERNATIONAL 
NEWSMAGAZINE 


SALES  OFFICES  New  York  •  Chicago  •  Los  Angeles  •  San  Francisco  •  London  •  Amsterdam  •  Frankfurt /Main  •  Geneva  -  Paris  •  Rome  •  Flong  Kong  •  Manila  •  Sydney  •  lokyo 


Forbes 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


WANT  A  TAX  HAVEN? 


*  Confidential  bank  or  investment  accounts  in 
Europe 

*  Preserve  your  capital  Iree  from  prying  eyes  & 
tax  collectors 

*  Accounts  may  be  designated  in  Deutsch  Marks 
or  Swiss  Francs  as  protection  from  depreciation 
of  the  dollar 

*  All  security  transactions  made  through 
members  of  the  New  York  Stock  Exchange 

*  Minimums  $2507month  for  savings  plan 

$1000  lor  currency  hedge  fund 
$5000  for  investment  accounts 


TFI  Dept  1030 
P  0  Box  5597.  San  Jose.  CA  95150 

•SASE     Sell  Addressed  Stamped  Envelop* 


THE  WORLD'S  MOST  SECURE 

INVESTMENT? 
RARE,  TOP  QUALITY  GEMS! 

Question.  —  Why?  Answer.  —  They 
consistently  appreciate  faster  than 
real  estate,  fine  art.  antiques,  etc.  Ex- 
ceedingly compact,  no  maintenance, 
no  taxes. 

Q.  —  How  can  I  get  genuine  invest- 
ment purchase  prices?  A.  —  Buy  from 
the  production  sources.  We  deal  di- 
rectly with  the  serious  investor.  At 
bottom  wholesale  prices.  In  top  qual- 
ity investment  stones,  primarily  ru- 
bies, emeralds  and  opals. 
Our  managing  director  will  be  in 
America  in  May/June.  For  a  meeting 
in  a  city  near  you: 

Cable:  "Brambles"  Hong  Kong. 
Phone:  Hong  Kong  5-751797 
Airmail  (31tf):  Itranico  (H.K.)  Lid. 
D2/F,  24  Tung  Shan  Toi 
Stubbs  Road.  Hong  Kong 


"TOP  20" 
INTEREST  RATE 
SURVEY 

CONCISE  COMPARISON 
OF  HIGHEST  AVAILABLE 

MONEY  MKT. 
INSTRUMENT  RETURNS 

IN  N.  AMERICA 
T-BILL-CDs-MMCs-GICs 
30  DAY  TO  5  YR  TERMS 
CURRENT  AVAILABILITY 
13.04%  AV.  ANN.  YIELD 
5  YEAR  PLACEMENT 
MIN.  DEP.  $1,000 

NORTHSTAR 

524  CHARLES  ST. 
E.  LANSING.  MICH  48823 
(517)  337-2331 


FORBES  BINDERS 


SLIP  CASES 

for  a  year  of  Forbes  magazines  in 
red  and  black  simulated  leather. 
Send  $4 .95  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB.  P.O.  Box  5120 
Philadelphia.  Pa.  19141 
(for  3  slip  cases,  send  only  $14) 


GAMING 


Make  Dough  . .  .  Like  a  PRO 
in  all  Legalized  Casinos 

Place  only  4  or  5  bets 
All  numbers  are  in  your  favor  including  7 
2.  3.  4.  5.  6.  7.  8.  9,  10,  11,  12 
 You  win  every  roll!  


FOR  DETAILS:  M.C.  CORBIN  Dept.  F-5 
200  West  54th  Street,  Radio  City,  NY  10019  ; 


Classified/ 


May  14,  1979 


BOOKS  &  PERIODICALS 


WHAT'S  NEW? 

New  products  look  nice,  bul  ihcy  often  disap- 
point—either because  they're  overpriced,  don't 
live  up  to  piomised  levels  of  performance, ^irc 
poorly  constructed,  or  are  fraudulently  pro- 
moted. 

Now  you  can  avoid  disappuinimeni  with 
CiADCil  I .  a  monthly  news  letter  thai  separates 
the  bargains  from  the  bombs. 

Hundreds  of  new  products— from  audio 
components  to  automotive  accessories,  from 
cameras  to  video  hard-  and  software— arc 
marketed  every  week.  (JADGhT  tells  you 
which  arc  interesting,  unique  ...and,  most 
important,  which  arc  worth  your  money.  No 
other  publication  continuously  reviews  so 
many  new  products. 

Find  out  what  works  and  what  doesn't, 
before  you  spend  your  money.  Send  $15  for  a 
one-year  subscription  or  charge  to  your  Amer- 
ican fcxprcss.  Diners'  Club,  or  Master  Charge 
Account.  Mail  to  P.O.  Box  432,  Old  Chelsea 
Station,  NYC  10011.  — . 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking  for 
representatives,  the  firm's  product  line 
and  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


EXECUTIVE  EDUCATION 


COLLEGE  DEGREES  BY  MAIL 

Bachelors,  masters,  doctorates. 
Legal,  inexpensive,  fast. 
Free  details. 
DR.  JOHN  BEAR 
2150  Franklin  Street,  Dept.  65524 
Oakland.  California  94612 


DIAMONDS 


DIAMONDS 
Why  are  ours  cheaper 
than  anyone  else's? 

We  can  prove  a  small  owner-operated 
store,  minimum  overhead,  allows  sales 
on  GIA  Certified  Diamonds  well  un- 
der any   competition.  Prices  quoted. 
(714)  494-6683 
DAN  MILLER  JEWELRY 
Laguna  Beach,  CA  92651 
If  you're  buying  diamonds — call  us! 


EMPLOYMENT 
OPPORTUNITIES 


MONEY  BROKER 

Excellent  Opportunity 
Sales  management. 
Call  Mr.  Green 
Twentieth  Century  Finance 

Toll  Free  1-800-821-2658 


AUTOMOBILES 


'79  Cadillacs  Cost  Less 
In  Detroit 

Dalgleish  Cadillac  has  the  lowest 
sticker  prices  in  the  (J.S  A 
Buy  your  new  1979  Cadillac 
in  Detroit  Irom  Dalgleish. 
the  closest  dealer  to  the  Cadillac  factory 
Before  you  buy  any  Cadillac, 
anywhere,  anytime,  call  or  see: 

DALGLEISH 
CADILLAC 

6160  Cass  Ave.,  Detroit  48202 
near  the  G.M.  G  Fisher  Bldgs. 
"Michigan's  Largest  Cadillac  Dealer" 
Phone  (313)875-0300 

Call  Mike  Opyr  or 
Jack  Shaffner 


SAVE  HUNDREDS— EVEN  THOU- 
SANDS on  Alfa.  Audi,  BMW,  Fer- 
rari. Jaquar.  Mercedes,  Porsche,  even 
Rolls  Royce.  Write  us.  or  phone  to 
obtain  important  details  All  quotes 
given  in  writing  only.  Master  and  Visa 
Charges  accepted  for  deposits  and 
quotations.  ALL  cars  enme  with  full 
factory  warrants-.  EURO- AMERI- 
CAN COLLECTOR  CARS  INC., 
5019  McKinnev.  Suite  105,  Dallas. 
TX  75205;  800-527-7330  or  214/521- 
1615. 

SAVE  $$$$  ON  NEW  1979  CARS 

Buy  at  Detroit  prices — save  on  freight, 
too!  Full  factory  warranty.  Call  toll 
free  (800)  521-7257  for  computer  print- 
out price,  or  mail  make  &  model  to: 

BONDED  BROKERS 

2547-S  Monroe  Blvd. 
Dearborn.  Michigan  48124 
(313)  565-5577.  Specializing  in  Lincoln. 
Mercury,  Ford  &  other  "Big  3"  makes. 


AIRCRAFT  CHARTERS 

CORPROJET 

The  Business  Charter 

We  fly  6  and  8  passenger  Lear- 
jets  to  worldwide  destinations  at 
your  convenience. 

For  24  hour  service  call: 

215-667-6450 

800-523-0404 


BUSINESS  CONNECTIONS 

MANI  FACTI  RERS: 

PROFIT  FROM 
EXPORT  MARKETS 

At  no  expense  to  you,  by  doing  busi- 
ness with  a  tripIe-A-I  firm  engaged 
solely  in  the  export  business.  We  buy 
your  products  here  and  we  arrange 
transportation,  financing  and  distribu- 
tion through  our  world-wide  distribu- 
tor network. 

Write  Box  A 160  Forbes 
60  Fifth  Ave..  New  York,  NY  1001 1 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A 159  Forbes 
60  Fifth  Avenue 

New  York,  NY  10011 


REAL  ESTATE 


'hunting  I 

or  selling  ■  _ 

Find  out  how  fast  and  easy  it  really 
can  be1  Write  for  our  FREE  booklet  • 
TAKING  THE  HASSLE  OUT  OF 
HOUSE  HUNTING  and  how  to  sell 
your  home  for  the  right  price  fast." 

No  obligation! 

M  


/ffifffift  RELOCATING? 


BEE  FOP  RELOCATION 


800-325  3777 


LneoltyU! 


SI  Louis,  MO  631 211 


FIJI 


250+  acre  plantation — Copra  &  Tim- 
ber. Over  one-half  mile  of  salt  water 
frontage  with  plentiful  fresh  water  on 
property.  $500,000.00  with  80f/r  owner 
financing  or  exchange  for  U.S.  in- 
come properties. 

The  Brock  Sturtevant  Company 

West  Bay  Professional  Center 
320  West  Bay  Drive  —  Suite  108 
Olympia,  WA  98502  (206)  352-9621 

FREE  CATALOG 

Big,  Free  Summer  1979  Catalog  de- 
scribes and  pictures  more  than  2,600 
farms,  ranches,  acreages,  recreational 
properties,  businesses,  town  and 
country  homes  in  41  states  coast  to 
coast!  Please  specify  type  and  loca- 
tion preferred. 

UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  Mo.  64112 

HEART  OF  AMERICA 

590  acre  cow-calf  ranch,  can  handle 
400  head.  90'  barn  with  sale  ring,  hold- 
ing pens,  6500  bushel  storage  bins,  80' 
machine  shop,  mineral  rights  included, 
producing  oil  &  gas  wells  nearby.  16 
acre  pond.  Near  airport.  For  more 
information  contact  Pal  Hale,  Realtor, 
1201  East  15th  St..  Joplin.  Mo.  Phone 
417-624-6310. 

CORPORATE  RETREAT 

Magnificent  Wisconsin  hilltop  6700 
sq.  ft.  mansion  with  20  acres  of  rolling 
countryside  is  just  5  minutes  from  ski 
resort,  15  minutes  from  Madison,  25 
minutes  from  O'Hare.  For  details,  call 
or  write  Kathy  Fleming,  First  Realty, 
696  S.  Whitney  Wav.  Madison,  WI 
53711:  608-274-1280:  274-8885. 


BUSINESS  OPPORTUNITIES 


STAINED  GLASS 
SUPPLY  DEALERSHIPS 

Available  in  Selected  Areas 

Get  started  in  America's 
Fastest  growing  craft. 

Inventory  investment  $10,000. 

For  more  information 

Call  toll  free:  (800)248-2048 

rSf^fBT^ni  Dealership  Dept.  F 
I  L-^-^i  U  ■  ■  1 1  2224  E.  Michigan 


FOR  INFORMATION 
WRITE  OR  CALL: 


SARAH  MADISON /FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011/(212)  620-2371 


BUSINESS  OPPORTUNITIES 


&£Fai]tastic  Sanjs 

W  the  original  Family  Haircutters 

Family  haircutting,  a  5  billion 
dollar  industry.  We  are  one  of 
ihe  fastest  growing  franchises 
in  America.  We  have  127  units 
from  coast-to-coast.  Our  fran- 
chise fee  is  $10,000  per  store. 
We  supply  continuous  educa- 
tion, site  selection  and  a  com- 
prehensive advertising  pro- 
gram and  have  a  17%  pretax 
margin  of  profit  on  our  aver- 
age gross  of  $300,000.  For  fur- 
ther information  contact: 

Sam  M.  Ross 
S.M.R.  Enterprises,  Inc. 
5703  Quince 
Memphis,  TN38I17 
901/761-2075 


SOLAR  ENERGY  PRODUCTS,  INC. 
BUSINESS  OPPORTUNITY 

Solar  Energy  Products,  Inc.  sponsors 
monthly  instructional  seminars  for  po- 
tential SEP  dealers.  These  3-day  semi- 
nars require  a  $200  registration  fee 
which  includes  accommodations  and 
luncheons.  Fundamentals  of  solar  en- 
gineering are  presented  by  Dr.  E.A. 
Farber.  Business  planning,  marketing 
and  advertising  strategies,  installa- 
tion, operation  and  maintenance  of 
SUNFIRED™  Energy  Systems  are 
concisely  reviewed. 

Seminars  will  be  held  in  Gainesville. 
Florida:  May  25,  26.  27:  and  June  22. 
23.  24;  July  20,  21.  22:  Aug.  17,  18,  19. 

In  San  Francisco,  California:  To  be 
announced. 

Contact  Solar  Energy  Products,  Inc., 
P.O.  Box  1048,  Gainesville.  FL  32602, 
(904)  377-6527:  or  P.O.  Box  3969,  San- 
ta Rosa,  CA  95402,  (707)  584-7161. 


UNIQUE 
BUSINESS  OPPORTUNITY 

Dynamic  Company  in  the  Human  De- 
velopment and  Training  Industry  se- 
lectively seeks  high  achievers  who: 

•  Desire  to  own  their  own  business 

•  Enjoy  working  with  people 

•  Want  and  deserve  excellent  income 
and  are  unafraid  of  hard  work. 

If  qualified  you'll  receive: 

•  Complete  training 

•  Home  office  support 

•  Proven  marketing  system 

Full  or  part-time.  Start-up  materials 
$2920  to  $6830.  Call  toll  free  1-800- 
543-3000  (In  Ohio  1-800-582-1364)  Ask 
for  Operator  200.  Or  write: 

The  Performance  Group,  Inc. 

2880  I.BJ  Freeway,  Suilc  307 
Dallas,  TX  75234 


IW  BIG  OIL  MONEY 

\n     PLUS  TAX  BENEFITS 


*nt  each  month  sponsors 
easp  drawing  If  you  are 
en  you  can  compete  with 
il  companies  tor  this  federal  land 
A  $25  (Tax  Deductible)  tee  could 
)u  as  much  as  $75  000  immed- 
ly  plus  future  payments  Write 
DepI  FF  or  call  loll  free 
1(800)528-6050,  E«t  321 

F  MILLIGAN.  INC  Drawer  3408.  Boulder,  CO  80307 
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BUSINESS  OPPORTUNITIES 


MATCH  YOUR 
ABILITY  WITH 
OPPORTUNITY 

You  are  your  own  boss  with 
Kwik-Kopy  Printing  ...  in 
business  for  yourself,  but  not 
by  yourself.  We  provide  site 
selection,  training,  start-up, 
and  continuing  support.  Total 
investment  is  about  $54,500 
.  .  .  $14,500  down,  working 
capital  of  $5,000,  long  term 
financing  on  the  balance. 

WRITE  OR  CALL  TOLL  FREE 

Robert  T.  Johnston 
Kwik-Kopy  Corporation 

5225  Holhster  •  Houston.  TX  77040 

TEX  —  1-800-392-6488 
US  —  1-800-231-4542 

Except  Alaska  &  Hawaii 


PRINTING 


13,000,000  MEN  > 
WILL  RENT  A 
TUXEDO  IN  1979 

Our  youth  oriented  business  is 
growing  .  .  .  we're  up  21%  over 
last  year.  WHY?  We  have  mod- 
ernized the  formalwear  rental 
industry!  Proms  and  formal 
weddings  are  more  popular  to- 
day than  ever.  This  high  ticket 
($35-$45)  .  .  .  high  percentage 
gross  and  net  profit  business 
can  be  yours  without  any  pre- 
vious knowledge.  We  train,  fi- 
nance &  support  you  with  in- 
store  assistance  and  national 
advertising.  141  Franchisees  are 
convinced!  CAN  WE  CON- 
VINCE YOU?  Call  collect: 
Mr.  John  Heiser  (312)  236-2333 
GING1SS  INTERNATIONAL, 
Dept.  A514,  180  N.  La  Salle 
Street,  Chicago,  IL  60601.  . 


BE  A  TAX  CONSULTANT 


Income  unlimited  in  ever  growing  profession 
Our  students  are  earning  lucrative  fees  in  dig- 
nified full  or  part  time  home-office  business 
preparing  income  tax  returns  during  busy  tax 
season  Many  operate  profitable  Business  Tax 
Service  with  steady  monthly  fees  of  S10  S50 
No  bookkeeping  experience  necessary  We  tram 
vou  at  home  and  help  you  start  Licensed  by  N  Y. 
Education  Oept  No  agent  will  call  Write  for 
free  literature  Accredited  Member  NHSC  Ap 
proved  for  Vet  Training   A  home  study  school 

NATIONAL  TAX  TRAINING  SCHOOL 
Monsey,  86EJ  N.Y.  10952 


VAIL,  COLORADO 

Profitable  well-established  interior 
design  and  furniture  business 
for  sale. 
Excellent  growth  potential 
Unique  Life  Style 
Inquiries  considered  only  with 
financial  reference. 

P.O.  Box  85 
Vail,  Colorado  81657 


BUSINESS  OPPORTUNITIES 


HOW  TO  DEVELOP  YOUR 
FINANCIAL  FUTURE 

If  you  have  a  6  figure  net  worth, 
and  want  a  business  of  your  own, 
you'll  want  to  look  into  region- 
al licensing  of  CONVENIENT 
FOOD  MART  stores.  You  can 
become  part  of  an  industry  doing 
over  $8  BILLION  IN  RETAIL 
SALES. 

CONVENIENT  FOOD  MART 

will  grant  a  territory  in  which  you 
can  develop  25  or  more  stores  and 
sell  them  to  others  to  operate.  We 
provide  a  planned  program  which 
includes  site  selection,  lease  ne- 
gotiation, full  marketing  service 
help  —  plus  assistance  in  estab- 
lishing financing  lines  in  your 
area. 

You'll  earn   a  weekly  income 
from  royalties   on  a  continuous 
basis,  other  residual  benefits  and 
immediate  income  from  the  sale 
of   stores.   This   is   possibly  the 
most  challenging  and  lucrative  op- 
portunity in  a  person's  lifetime. 
No  prior  franchise  experience  nec- 
essary. Our  training  is  complete. 
Minimum  cash  investment  $1 5.0(10. 
Write  or  phone  for  information: 
Wm.  R.  Sanberg 
Exec.  Vice-Pres. 
Convenient  Food  Marl,  Inc. 
Suite  1411 
875  N.  Michigan  Ave. 
Chgo..  III.  60611— (312)  751-1500 
Member  Int'l  Franchise  Assn. 


INDUSTRIAL 
MANUFACTURING  LICENSE 

24  licensees  now  exist  interna- 
tionally. We  seek  only  qualified 
applicants  who  enjoy  the  allure 
of  manufacturing.  Virtually 
competition-free  business  secured 
by  machinery,  training  and  long 
term  support.  Investment  of 
$137,500  with  financing  avail- 
able. Company  scrutiny  is  con- 
siderable and  very  much  in 
depth.  We  are  also  seeking  mas- 
ter licensees  for  foreign  coun- 
tries. 

Call  or  write,  Mr.  Faircloth 
North  American  Carbide  Corp. 

2950  So.  Umatilla 
Englewood.  CO  801 10 
1-800-525-9496 


"SUPER  SHOP" 
The  Super  Tool  of 
Multi-Purpose  Power  Tools  . . . 

Is  now  seeking  top-notch  dealers  and 
distributors:  Basically  7  power  tools 
in  one  (tablesaw,  drill  press,  boring 
tool,  router,  shapcr.  lathe  &  disc  San- 
der). The  Super  Shop  can  he  up  to  15 
tools  in  I  with  accessories  for  both 
wood  and  metal.  No  royalties  or  fran- 
chise fees.  Minimum  investment.  Fan- 
tastic profit  potential.  Ft  informa- 
tion call  toll  free  1-800-328-6153,  ext. 
205  or  write  Fox  Industries.  11000 
Hampshire  Ave.  S.,  Mpts..  MN  55438. 


USE  TAX  DOLLARS 
FOR  FUN  AND  PROFIT 

File  each  month  on  highly  valuable 
federal  oil  leases  Twenty  dollar  fee  is 
tax  deductible.  Large  profit  and  long 
term  income  potential. 

OIL  LEASE  ASSOCIATES 

Box  9067,  Dept.  F-l 
Casper.  Wyoming  82609 


Forbes:  CapitalistTbol 


One  out  of  every  13  FORBES 
subscribers  is  a  millionaire 


BUSINESS  OPPORTUNITIES 


THERE'S  BIG  MONEY 
IN  SMALL  BUSINESS 

You  can  join  nearly  1,000 
GBS  business  consultants  who 
own  their  own  professional 
practices  offering  vital  man- 
agement services  to  small  bus- 
iness owners.  $15,000  invest- 
ment fee  covers  complete 
training,  inventory,  and  local 
and  national  technical  support 
services.  Choice  franchises  are 
available  in  all  fifty  states. 
For  more  information, 

call  toll-free: 
(800)  821-7700  ext.  830 
Or  write  for  brochure: 
Mr.  Robert  Turner 

Vice  President 
General  Business 
Services,  Inc. 
Dept.  F-M-5 
51  Monroe  Street 
Rockville,  MD  20850 


EXECUTIVE  GIFTS 

An  Alternative  To 
The  $21  Button  Down 
0urs...$14. 


100%  COMBED 
COTTON  OXFORD 
BUTTON  DOWN 


Finest  traditional  design  and  tailoring 

Seven  button  front,  placket  sleeve,  left 

breast  pocket,  double  reinforced  side 

seams  and  sleeves 

Your  satisfaction  guaranteed 

Blue  or  White  Sizes  14\-17'v  32-35 


Huntington  (CiothtrrH 

t'?06  BRYDEN  RD  •COLUMBUS  OHIO  43209 

Please  send  me  100%  cotton  shirt(s)  @  $14  00  ea 
Add  $1  75  (or  ship  &  Ins  regardless  of  quantity 
Ohio  Res  add  4°0  sales  lax 


Pers  Ck 

Card  No   

Exp  Date  

Signalure . 
Name 


.  Mstr  Chg  Bank  No 


Address 
City  


Slale 

\ 


FG 


NECKTIE  CLEANING 

SPECIAL  OFFER:  Clean  and  restore 
6  ties  for  $9.00.  Beautifully!  We  also 
recut  and  reshape  ties  to  the  new 
narrower  width.  $4.00  per  tie — ~S  tie 
minimum.  Send  for  free  tie  mailer  or 
mail  direct.  Satisfaction  guaranteed. 
ROBLIN  T1EMASTER 
190k  Glen  Cove  Avenue 
Glen  Cove,  NY  1 1 542 


To  reform  a  man,  you  must 
begin  with  his  grandmother. 
Victor  Hugo 


Every  man  takes  the  limits 
of  his  own  field  of  vision  for 
the  limits  of  the  world. 
Arthur  Schopenhauer 


If  you  have  built  castles 
in  the  air,  your  work  need 
not  be  lost;  that  is  where 
they  should  be.  Now  put  the 
foundations  under  them. 
Henry  Davio  Thoreau 


Conduct  is  three-fourths  of 
our  life  and  its  largest  concern. 
Matthew  Arnold 


All  ambitions  are  lawful 
except  those  which  climb 
upward  on  the  miseries 
or  credulities  of  mankind. 
Joseph  Conrad 


The  place  should  not  honor  the 
man,  but  the  man  the  place. 
Agesilaus 


Man  can  climb  to  the 
highest  summits,  but  he 
cannot  dwell  there  long. 
George  Bernard  Shaw 


Man  can  never  come  up  to 
his  ideal  standard.  It  is 
the  nature  of  the  immortal 
spirit  to  raise  that  standard 
higher  and  higher  as  it  goes 
from  strength  to  strength, 
still  upward  and  onward. 
Margaret  Fuller 


My  principle  is  to  do 
whatever  is  right,  and  leave 
consequences  to  him  who  has 
the  disposal  of  them. 
Thomas  Jefferson 


Some  hold  to  their 
ideals  as  long  as  it  pays. 
Arnold  Glasow 


Thoughts 

on  the  Business  of  Life 


A  child  may  have  too  much 
of  his  mother's  blessing. 
John  Ray 


Ideals  are  the  most  powerful 
force  known  to  man.  No  nation  's 
greatness  long  survives  the 
lowering  of  the  greatness  of  its 
ideals  And,  as  with  nations, 
so  with  individuals.  Low  ideals 
and  high  station  cannot  long 
retain  company  We  all  must 
have  ideals  unless  we  are 
content  to  drift  along  aimlessly, 
ambition  less,  ineffectual/]  ■ 
Ideals  vitalize.  Ideals  energize. 
B.C.  Forres 


Everything  is  dear  to  its  parent. 

Sophocles 


If  you  are  not  an  idealist 
by  the  time  you  are  20,  you 
don't  have  a  heart,  but  if 
you  are  still  an  idealist 
by  30,  you  don't  have  a  head. 
Randolph  Bourne 


In  dealings  between  man  and  man, 
truth,  sincerity  and  integrity 
are  of  the  utmost  importance 
to  the  felicity  of  life. 
Benjamin  Franklin 


There  is  no  force  so  democratic 
as  the  force  of  an  ideal. 
Calvin  Coolidge 


States,  like  men,  have  their 
growth,  their  manhood,  their 
decrepitude  and  their  decay. 
Walter  Savage  Landor 


More  than  3,000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue.  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


A  noble  man  compares  and 
estimates  himself  by  an  idea 
which  is  higher  than  himself; 
and  a  mean  man,  by  one 
lower  than  himself. 
Henry  Ward  Beecher 


He  praises  the  big  horse 
and  rides  the  small  one. 
Mexican  Proverr 


As  I  know  more  of  mankind,  I 
expect  less  of  them,  and  am 
ready  now  to  call  a  man 
a  good  man,  upon  easier  terms 
than  I  was  formerly. 
Samuel  Johnson 


Treat  people  as  if  they  were 
what  they  ought  to  be  and  you 
help  them  to  become  what  they 
are  capable  of  being. 
Goethe 


A  Text . . . 

There  hath  no  temptation 
taken  you  but  such  as  is 
common  to  man:  but  God 
is  faithful,  who  will  not 
suffer  you  to  be  tempted 
above  that  ye  are  able; 
but  will  with  the  temp- 
tation also  make  a  way 
to  escape,  that  ye  may 
be  able  to  bear  it. 
I  Corinthians  10:13 


Sent  in  by  Ruth  B.  Foley,  Mecca,  Calif. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


The  world  is  a  kind  of 
spiritual  kindergarten  where 
millions  of  bewildered  infants 
are  trying  to  spell  "God" 
with  the  wrong  blocks. 
Edwin  Arlington  Robinson 
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FOREVER? 


Its  crystal-clear., 
It  s  a  bit  more  expensive,  but  for  an  impeccable  dry  Martini, 

the  world  comes  to  Gordon  s.® 


Ihe  craftsmen  at  Realtime  m  have 
done  something  quite  unusual.  They've 
created  a  dramatically  thin,  rugged 
alarm  chronograph  for  under  $250. 

In  fact,  way  under  $250. 

And  while  they've  trimmed  their 
timepiece's  profile  to  a  slim  9mm,  they 
have  done  it  without  sacrificing  a  single 
feature,  or  compromising  quality. 

We  have  yet  to  see  an  alarm 
chronograph  that  even  approaches 
the  value  of  this  superb  new  product, 
in  a  store  or  offered  through  the  mail 

Microcomputer  technology 
pushed  to  the  limit. 

It's  truly  remarkable  the  amount 
of  information  you  can  now  carry  on 
your  wrist,  especially  when  you  con- 
sider it's  a  piece  of  jewelry  no  bulkier 
than  an  ordinary,  slim  wristwatch. 


week  is  always  displayed,  lo  see  the 
date,  simply  flick  a  button.  When  the 
sun's  down,  press  another  and  the  Real- 
time's face  is  instantly  illuminated. 

And  just  as  quickly  as  you  recalled 
the  date,  you  can  set  into  motion  a  full- 
featured  stopwatch.  By  the  way,  this 
stopwatch  doesn't  just  count  to  59 


Switches  chronograph 
from  normal  time  mode 
to  stopwatch  opei 
tion  ("ST"),  to  sec 
time  zone  ("T2"), 
alarm  setting  ("AL 

This  flag  come: 
on  with  second 
time  zone  dato 
and  alarm 
setting 

Flag  shows  cor 


>gs 

rect  day  ot  week 
in  each  time  zone 
Appears  between 
12  noon  and  mid- 
night in  normal 
time  mode  Also 
works  in  conjunc- 
tion with  alarm 
setting 


Even  when  switching 
back  tor  a  time  check 
stopwatch  function  con 

With  this  chronograph,  you  have  tinues  uninterrupted 

Events  can  be  timed  tor 
up  to  12  indicated  hours 
Beyond  that,  hour  display 
starts  over  at  "1"  without 
interruption. 


bright  liquid  crystal  digits  always  tell 
ing  you  the  time  of  day.  In  hours, 
minutes  and  seconds  (with  accuracy 
to  ±  5  seconds  a  month). 

What's  more,  you  can  even  pro- 
gram the  hours,  minutes  and  seconds 
for  any  other  time  zone  you  wish  for 
immediate  recall,  thanks  to  Realtime's 
dual  time- zone  feature. 

It's  a  multitalented  wrist  alarm  too. 
You  may  set  it  to  beep-beep  you  in  both 

5  POPULAR  ALARM  CHRONOGRAPHS 
COMPARE  THINNESS. 


•5    \  »  mm     mum    •  ( 

Texas  Instruments  ($125)  12.00  mm 
Advance  ($100)  11.5  mm 
Citizen  ($225)  11.0  mm 
Seiko  ($250)  10.5  mm 
Realtime  ($99)  9.0  mm 

time  zones,  and  at  precisely  the  minute 
you  choose.  And  because  of  Realtime's 
"PM"  indicator,  you  won't  be  setting 
your  alarm  for  the  evening  when  you 
had  intended  to  set  it  for  the  morning. 

Is  it  Monday  in  New  York?  Or  Tues- 
day in  Hong  Kong?  You'll  never  have  to 
ask  that  question  again.  The  day  of  the 


Colon  flashes  when  split 
time  is  displayed  Indi- 
cates time  is  still 
accumulating 

Moving  flag  records  1(10 
seconds  Face  shown  reads 
9  hours.  59  minutes  ond 
36  4  seconds 


Continuous  display  of 
hours,  mi. lutes  and 
seconds  for  two  time 
zones  In  second  time 
zone  mode.  "T2"  flag 
appears 

Rolls  off  every 
second  Or  changes 
to  the  date  Built  m 
4-year  auto  calendar 
adiusts  to  end  ot  month 


Flag  shows  alarm  set 
This  audible  reminder 
beep-beeps  for  1 
minute  on  the  exact 
minute  of  its  settim 


urns  24  hours  larer 

Resets  time.  date, 
alarm,  day  ot  week 
and  month  Also 
silences  alarm 

"^Starts  and  stops 
the  count  If 
depressed 
during  split 
time  display, 
freezes  fhe 
count- 
allowing 
automatic 
changeover 
to  total 
elapsed  time 
display 


STOPWATCH  MODE 


Resets  stopwatch  to 
zero  for  next  event  Also 
activates  6-second  split  time 
display  anytime  during  the  count 


minutes  like  many  other  chronographs 
do — but  up  to  12  hours  or  more.  It  also 
precisely  cleaves  every  second  into  tenths. 

You  may  record  split  times,  lap 
times  or  freeze  the  figures  anytime.  You 
may  even  alternate  between  your  stop- 
watch functions  and  normal  time  ones 
without  concern;  by  activating  one 
mode,  you  don't  interrupt  the  other. 

$99  buys  an  honest  design. 

We  wish  you  had  a  Realtime  alarm 
chronograph  in  your  hands  right  now. 
You'd  see  and  feel  the  difference  a  100% 
solid  stainless  steel  case  makes.  (Most 
other  comparably  priced  chronographs 
are  chrome  plated  and  not  solid  stain- 
less.) Realtime's  back  and  bracelet  are 
also  solid  stainless.  And  every  one  of 
those  bracelet  links  is  double  stamped 
to  produce  the  exact  size  and  taper  re- 


quired, bach  link  is  then  ground  and 
polished.  (We  defy  anyone  to  find  work- 
manship like  this,  elsewhere  at  this  price.) 

You'll  also  notice  there's  no  front 
speaker  grill  on  this  alarm  chronograph; 
it  doesn't  need  one.  The  alarm  sound 
emanates  from  the  rear  of  the  case.  Many 
other  chronographs,  in  trying  to  look  like 
Seiko  with  its  front-  mounted  speaker, 
cleverly  paste  on  printed  front  grills. 
These  are  functionless.  Everything  on 
your  Realtime  is  there  for  function. 

Water?  Don't  you  worry. 

The  Realtime's  face  crystal  isn't 
plastic  like  most  chronographs  you 
see.  It's  tough  rock  crystal.  And  not 
only  is  it  hard  enough  to  resist 
scratches,  but  it  is  fitted  so  tightly 
that  the  chronograph  has  passed  water 
immersion  tests  of  up  to  100  feet.  We 
know  of  no  other  chronograph — at  any 
price — that  can  offer  you  this  security. 

This  chronograph  also  has  no  mov- 
ing parts  to  break  down,  and  it  is  unlike- 
ly that  servicing  will  ever  be  reguired 
even  after  years  of  hard  use.  It  comes 
with  batteries  in  place  (easily  changed 
by  any  jeweler),  a  one-year  factory  war- 
ranty from  its  manufacturer,  complete 
instructions,  service-by-mail  facilities 
here  in  the  U.S.,  and  The  Sharper  Image's 
guarantee:  if  you  are  not  delighted  with 
your  purchase,  return  it  within  two  weeks 
for  a  complete  and  courteous  refund. 


ORDER  NOW.  TOLL-FREE. 

Credit  card  holders  may  use 
our  toll-free  ordering  number,  for  quick 
delivery.  Or  send  check  for  $99  plus 
$1.50  delivery.  Add  $5.94  tax  in  CR." 

(800)  227-3436 

In  California  (800)  622-0733 

THE  SHARPER  IMAGE 

260  California  St.,  Dept.  RA-  027 
San  Francisco,  CA  94111 
(415)  788-4747 
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The  Corroon&Black 
Business  Insurance  Checkup: 

It  helps  business  stay  alive. 


Nearly  7,000  businesses  died  in  the  U.S.  last  year.  Some  from  poor 
management.  Some  from  sudden  changes  in  the  economy.  And 
some  from  inadequate  insurance  coverage.  That's  where  a  checkup 
by  Corroon  &  Black  can  help.  We're  one  of  the  world's  top  ten 
insurance  brokers.  And  one  of  the  fastest  growing,  too. 

From  customer  order  to  consumer  use,  we'll  diagnose  all  the 
potential  risks  for  your  business.  Measure  the  financial  impact  of 
each.  Formulate  a  policy  for  controlling  it.  And  prescribe  a  total  risk 
management  program  to  match  your  company's  needs  exactly.  It's 
the  approach  Corroon  &  Black  has  used  successfully  for  seventy- 
five  years,  for  companies  of  all  sizes — all  over  the  world. 

The  Corroon  &  Black  team  is  ready  to  go  to  work  for  you. 
Make  an  appointment  now.  We  even  make  house  calls. 

For  a  Complete  Checkup, 
call  Richard  M.  Miller,  President,  toll-free  at  800-221-8596 

(In  New  York,  call  collect  212-732-4900) 

C£i  Corroon& Black 

Offices  Nationwide  and  Worldwide 


IMMEDIATE 

OPENINGS 
FOR  THE  OFFICE 

OF  THE  FUTURE. 

APHYNOW 


Not  long  ago,  if  you  mentioned  to  someone 
you  were  in  the  information  management  field,  you 
were  greeted  with  a  polite  smile  and  a  vacant  stare. 

Today,  you're  liable  to  get  a  job  offer. 

Suddenly  major  corporations  are  hiring 
Directors  of  Information  Management  and  Managers 
of  Information  Services.  Who,  when  they  arrive  on 
the  job,  will  find  several  hundred  million  pieces  of 
information  waiting  to  be  managed. 

Fortunately,  they'll  also  find  a  company  who 
can  help  them  manage  it:  Xerox. 

We  offer  Xerox  copiers  and  duplicators  that 
not  only  reproduce  information,  but  also  sort,  reduce 
and  copy  on  both  sides. 

Electronic  printers  that  take  information 
directly  from  computers— and  then  print  it  out  with 
laser  beams. 

Electronic  typing  systems  that  type  and  store 
information— so  you  can  readily  find  and  revise  it. 

In  fact,  today  there  are  Xerox  machines  that 
can  perform  almost  any  information  management 
job.  Including  the  most  important  one: 

Helping  information  managers  do  their  job. 

XEROX 


XEROX®  in  a  trademark  otXEROX  CORPORATION. 
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Forbes  goes  Hollywood 

Forbes'  recent. cover  story  on  big-money 
moviemaking  (Mar  19)  led  off  by  quoting 
an  anonymous  Hollywood  sage  to  wit: 
"Everybody  is  m  two  businesses,  his 
own  and  the  picture  business."  Here  at 
Forbes  that  is  literally  true.  It  started 
when  industrial  documentary  filmmaker 
Timothy  C.  Forbes,  now  25,  editor-in- 
chief  Malcolm  Forbes'  youngest  son,  was 
hired  to  make  a  film  history  of  20th- 
century  American  capitalism  to  mark 
Forbes'  60th  Anniversary  in 
1977.  Tim  is  a  partner  in  Seven 
Seas  Cinema,  a  New  York-based 
company  that  has  made  films 
for  AMAX,  Inc..  the  Embassy  of 
Japan  and  the  Prudential  Insur- 
ance Co.,  among  others.  He  put 
long  hours  of  study  and  craft, 
plus  every  bit  of  his  thorough 
filmmaking  education  at  Brown 
University  and  UCLA's  Gradu- 
ate School  of  Motion  Pictures 
Television,  into  a  strong,  tightly 
edited  and  entertaining  52-min- 
ute  interpretative  history  of 
U.S.  economic  growth  entitled 
Some  Call  It  Greed 

The  film  made  the  point  that 
what  some  intellectuals  scorn  as 
"greed" — individual  initiative — 
was  the  engine  that  organized 
the  American  people  and 
American  resources  so  effec- 
tively that  our  economy  and 
standard  of  living  became  the 
envy  of  the  world.  We  were  not 
the  only  nation  to  have  rich  nat- 
ural resources  or  a  large  poten- 
tial market  or  pools  of  brain- 
power, but  we  were  the  first  to 
set  men  truly  free  to  seek  and 
reap  the  rewards  of  their  own  efforts  and 
ingenuity.  This  is  the  message  the  film 
delivers,  simply,  dramatically,  without 
preaching.  Greed,  which  is  narrated  by 
Orson  Welles,  Lowell  Thomas  and  Rob- 
ert MacNeil,  has  already  won  several 
1978  film  festival  awards,  the  CINE 
Golden  Eagle  award  for  documentary 
films  and  the  George  Washington  Honor 
Medal  Award  from  the  Freedoms  Foun- 
dation at  Valley  Forge. 

The  film  was  taken  on  a  tour  of  15 
American  cities  last  year  and  the  response 
to  it  as  an  educational  tool  was  so  great 
that  Forbes  began  renting  and  selling  it  to 
high  schools,  universities,  church  groups 
and  corporations.  Says  producer  director 
Tim  Forbes,  "It  is  a  minicourse  in  Ameri- 
can economic  history.  We  give  high 
schools  an  entire  educational  package, 
including  a  wall  chart,  teachers'  aides, 


workbooks,  and  make  the  film  available  ir 
four  1 5-minute  segments.  A  lot  of  corpora 
tions  use  it  for  their  employee  educational 
programs  and  there  is  at  least  one  televi 
sion  syndicate  interested  in  showing  it  as 
a  lead-in  to  a  bimonthly  series  of  docu 
mentanes.  We  are  hoping  to  make  back 
our  production  costs." 

That  sort  of  businesslike  approach 
comes  naturally  to  young  filmmaker? 
these  days,  says  Tim.  "As  a  partner  in 
Seven  Seas  Cinema  I  have  to  go  out  and 
drum  up  business  as  well  as  execute  it.' 


Moviemaker  Tim  Forbes 
Translating  abstractions  into  images. 


One  of  his  biggest  challenges  is  convinc 
ing  corporate  people  that  well-made 
films  can  tell  their  stories.  "Corporate 
people  have  a  preconception  that  their 
businesses  are  not  cinematic.  I  try  to 
convince  them  that  anything  can  make  a 
good  movie.  It  doesn't  all  have  to  be 
pretty  pictures." 

Greed  proves  his  point:  an  abstract 
message  translated  into  compelling  im 
ages.  Filmmaker  Tim  looks  forward  to 
breaking  out  of  the  creative  confines  of 
business  and  industrial  subject  matter 
some  day.  "I  want  to  do  theatrical  film 
features,"  he  says.  His  movie  preferences 
range  from  Tfje  Godfat/ier  to  esoterica  like 
Roberto  Rossellim's  Tlx  Rise  of  Louis  XIV. 
But  he  points  out  that  there  have  been 
some  great  industrial  films,  such  as  one 
made  in  France  called  Song  of  Plastics 
Take  that,  Mike  Nichols.  ■ 
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Avco:  Performance  &  Perspective 


Revenues  Approaching 
$2  Billion 


Avco's  revenues  have  grown  at  a 
compound  annual  rate  of  9  5%  over  the 
past  five  years  Rising  backlogs  assure 
continued  growth 


74     75     76     77  78 


Net  Earnings 
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Stable  Profit  Base 

Avco  derives  more  than  half  of  its  profits 
from  its  consumer  finance  and  insur- 
ance subsidiaries  and  a  maior  portion 
from  the  units  that  serve  the  interna- 
tional general  aviation  and  commercial 
aircraft  markets  In  the  fiscal  year  which 
ended  November  30, 1 978, fully-diluted 
net  earnings  per  share  reached  $5.05 


74     75     76    77  78 


Return  on  Equity 


20% 

15  - 


10 


The  Vital 
Yardstick 


I 


In  planning  the  company's  future, 
management  emphasizes  return  on 
equity  Avco's  five  year  return  ranked 
it  1 1th  among  the  forty-four  conglom- 
erates listed  in  the  1/8/79  issue  of 
FORBES  Magazine  For  the  most 
recent  twelve  months,  FORBES  ranked 
Avco  2nd 


Debt/Capitalization 


Avco's  Capitalization 
Ratio 

The  parent  company's  debt/ 
total  capitalization  ratio  has  been 
reversed  in  the  past  five  years  — 
dramatically  reducing  Avco's  exposure 
to  high  short-term  interest  rates. 


74     75     76     77  78 


Book  value  (Per  snarei  Building  Value 


Book  value  per  share  has  doubled 
since  1974  —  a  compound  annual 
growth  of  more  than  20%  each  year 
Common  dividends  amounting  to  75C 
per  share  were  paid  in  1 978  and  are  cur- 
rently being  paid  at  a  30C  quarterly  rate 
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Highlights  of  the  Quarter  Ended  February  28, 


1979 

1978 

Revenues 

$451 ,803,000 

$384,294,000 

Earnings  Before  Extraordinary 
Tax  Credits 

28.451 .000 

28,067.000 

Extraordinary  Tax  Credits 

1 .473.000 

1.154.000 

Net  Earnings 

$  29,924  000 

$  29.221  000 

Net  Earnings  Per  Share 
Primary 
Fully  Diluted 

$2  04* 
$1  23 

$2  21 
$1.21 

Stockholder's  Equity 
Per  Common  Share 

$48  55 

$43  75 

'Average  number  of  shares  outstanding  increased  to  1 3  1  million  shares  in  1979  compared  to  1 1  7  million  shares  in  1 978  due  to  voluntary  conver 
sions  of  9V«%  debentures 


AVCO  CORPORATION  (NYSE:AV)  is  a  diversified  company 
that  offers  a  wide  array  of  financial,  insurance  and  management 
services  worldwide.  It  manufactures  transportation  structures  and 
engines,  electronics,  farm  equipment  and  other  products;  performs 
highly  sophisticated  research;  distributes  motion  pictures  and 
develops  master  planned  residential  communities. 

For  further  information,  contact  Joanne  T.  Lawrence,  corporate  communications  department, 
^/UMCO  CORPORATION  World  Headquarters:  1 275  King  Street,  Greenwich,  Connecticut  U.S.A.  06830 


First-CIa 


The  U.S.  Postal  Service  has  specifically 
designed  the  Presort  mail  system  to  help  you 
cut  your  First-Class  mailing  costs. 

You  can  save  two  cents  on  every  First- 
Class  letter  and  one  cent  on  every  postcard. 
It  doesn't  sound  like  much,  but  if  you  think  of 
your  yearly  mail  volume,  those  few  cents  could 
add  up  to  hundreds  of  thousands  of  dollars. 

Large  companies,  already  using  Presort, 
report  savings  in  the  $100,000  to  $300,000 
range  every  year. 

Retailers,  banks,  universities,  state  and 
local  governments,  publishers -more  than 
10,000  organizations  of  every  kind  will  save 
more  than  $100  million  this  year  by  using 
Presort  for  their  First-Class  Mail.® 

In  these  times  of  rising  costs,  can  you 
afford  to  pass  up  these  kinds  of  savings? 

Sort  your  mail  by  ZIP  Code. 
Then  count  up  your  savings. 

The  concept  of  Presort  is  simple.  You  pre- 
sort your  First-Class  Mail  by  ZIP  Code®  be- 
fore you  bring  it  to  the  Post  Office.  By  saving 
us  a  little  effort,  you  save  your  organization  a 
lot  of  money 

And  the  Presort  system  is  easily  adapta- 
ble to  your  organization: 

1.  You  must  have  at  least  500  First-Class  Mail 
pieces  per  mailing  to  qualify. 

2.  You  must  bundle  your  mail  in  groups  of  10  or 
more  pieces,  presorted  to  common  5-digit 
ZIP  Codes. 

3.  Remaining  mail  can  be  presorted  to  the  first 
three  ZIP  Code  digits  whenever  there  are  50 
or  more  pieces. 

We'll  even  supply  you  with  the  special 
trays  and  preparation  materials  you'll  need,  at 
no  extra  charge.  Then  all  you  have  to  do  is  drop 
off  your  presorted  mail  at  the  designated  postal 
facility  in  your  city. 


$75,000  postage 
for 500,000  letters. 


Presort  ensures  consistent 
delivery  because  your  mail 
goes  through  fewer  steps. 

With  Presort,  your  mail  requires  less  han 
dling  time  since  it  bypasses  many  individual 
Postal  Service  operations.  Presorted  mail  is  oi 
its  way  almost  as  soon  as  you  drop  it  at  your 
Post  Office. 

That  ensures  consistent  delivery  and  bet- 
ter service  for  you.  Which  translates  into  a 
quicker  turnaround  time  for  payments,  faster 
communications  with  customers  and  stock- 
holders, and  significant  cash  float  savings. 

One  company  saves  $84,000  a  year. 

The  Bank  of  Virginia  uses  Presort  to  mail 
3.9  million  Master  Charge  statements  annuall; 
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for  the  frugal. 


$65,000  postage 
for 500,000  letters. 


And  shortly,  they  will  be  presorting  savings 
account  statements.  The  company  saved 
$29,000  the  first  year,  even  after  start-up  costs, 
and  expects  to  save  $84,000  this  year. 

In  addition,  Presort  allows  their  market- 
ing department  to  target  advertising  inserts  at 
demographic  profiles  identified  by  3-digit  ZIP 
Code  areas. 


As  Peter  Haff,  Assistant  Vice  President, 
Bank  of  Virginia,  says,  "Any  company  that 
doesn't  closely  analyze  what  Presort  can  do  for 
them,  is  foolish." 

You  do  the  sorting. 
We'll  put  in  our  2*. 

You  can  presort  mail  with  special  mail 
sorting  equipment,  computer  or  even  by  man- 
ual processing.  But  whatever  method  you 
choose,  Presort  adds  up  to  substantial  savings. 

The  Postal  Service  can  explain  the  service 
in  detail,  advise  your  mailroom  personnel,  help 
organize  your  mail  flow,  or  help  set  up  your 
mailing  system  to  take  advantage  of  the 
Presort  system. 

Shouldn't  you  evaluate  how  your  mailing 
costs  affect  your  profit  picture? 

We  don't  think  you  can  afford  to  pass  by 
the  savings  Presort  offers  you. 

For  the  Presort  Saver  Kit,  send  in  the 
coupon.  Better  yet,  contact  your  local 
Postmaster  or  Customer  Service  Representa- 
tive for  more  information. 


PRESORT 

CUTS  THE  COST 
OF  FIRST-CLASS  MAIL 


U.S. 
POSTAL 
SERVICE 


lb:  Asst.  Postmaster  General,  Customer  Svcs. 
U.S.  Postal  Service,  Room  5900  (F-l) 
475  L'Enfant  Plaza,  West,  S.W. 
Washington,  D.C.  20260 


Please  send  Presort  literature  to: 

Name  

Title  

Company  

Street  

City  


(F-l) 


_State_ 


.ZIP 


Annual 
Mail  Volume 
(Cheek  One) 


□  100,000  pieces  or  less 

□  100,000- 1,000,000  pieces 

□  1,000,000  and  above 


Type  of  Business:  (Check  one) 

□  Banking  □  Retail  □  Government 

□  Education        □  Medical        □  Publishing 


□  Manufacturing 

□  Other 


Trends 


Edited  By  John  A.  Conway 


Squeeze  on  the  banks 

Banking  authorities  in  New  York  are  get- 
ting worried  about  the  profit  squeeze  on 
the  state's  mutual  savings  banks.  To  at- 
tract depositors,  the  banks  have  been 
offering  high-yield  "special  instruments" 
that  pay  up  to  10%.  At  the  same  time, 
the  law  puts  a  tight  cap  on  what  banks 
can  charge  for  home  mortgages,  their 
principal  source  of  income.  The  so-called 
usury  laws  have  been  relaxed  a  little  but 
the  allowable  maximums  are  still  below 
what  the  bankers  would  like.  The  prob- 
lem is  that  mutuals  must  pay  divi- 
dends— their  version  of  interest — to 
their  depositor-owners  out  of  undistrib- 
uted profits.  When  net  worth  falls  below 
a  certain  level,  the  bank  must  ask  the 
state  for  a  special  waiver.  A  large  number 
of  such  pleas,  naturally,  could  wreak  hav- 
oc among  all  mutuals.  That  hasn't  hap- 
pened yet,  an  official  of  the  New  York 
Banking  Department  said,  but  the  au- 
thorities are  beginning  to  get  uneasy 
about  the  possibility,  especially  with 
Congress  and  federal  banking  officials 
talking  of  having  banks  issue  even  more 
high-paying  instruments,  in  much  lower 
denominations,  for  depositors.  (The 
high-paying  paper  is  now  restricted  to 
$10,000-minimum  amounts.)  The  Alba- 
ny legislature  is  being  asked  to  help,  per- 
haps by  allowing  variable  mortgage  rates. 

Sons  of  Proposition  13 

California  Governor  Jerry  Brown  will 
need  all  his  new-found  passion  for  econo- 
my and  balanced  budgets.  The  pressure 
groups  that  pushed  through  the  famous 
Proposition  13  to  cut  the  state's  property 
taxes  by  65%  are  going  full  ahead  to  wipe 
out  more  revenue  sources.  Paul  Gann, 
who  teamed  with  Howard  Jarvis  to  get 
the  property-tax  cut,  has  already  quali- 
fied a  new  "Spirit  of  13"  proposition  for 
the  next  statewide  election,  in  June 
1980.  This  would  limit  any  budget  in- 
crease to  amounts  pegged  to  inflation 
and  population  growth.  Jarvis  also  has  a 
new  initiative,  for  which  his  organizers 
hope  to  start  circulating  petitions  in  July. 
He  wants  to  cut  California's  income  tax 
by  50%,  eliminate  the  business  inven- 
tory tax  and  freeze  the  sales  tax  at  its 
present  6%.  A  third  group,  the  Coalition 
to  Abolish  the  Sales  Tax  (CAST),  expects 
to  start  gathering  names  this  month  to 
wipe  out  that  levy.  The  implications  are 
enormous.  Replacing  only  part  of  the  lo- 
cal revenues  killed  by  Proposition  13  de- 
pleted the  Sacramento  treasury's  multi- 
billion-dollar  surplus.  Most  proposals  be- 
fore the  state  legislature  for  dealing  with 
the  property-tax  loss  would  use  part  of 
the  sales  tax  to  help  local  communities 


stymied  by  the  slash  in  their  traditional 
income.  No  one  can  say,  of  course, 
whether  these  new  cuts  will  pass  but 
with  only  550,000  voter  signatures  (out 
of  a  total  of  9.6  million)  needed  to  put  an 
item  on  the  ballot,  California's  electorate 
is  sure  to  get  a  chance  to  act  on  them. 

Women  at  work 

By  1990,  a  new  study  by  an  independent 
Washington,  D.C.  research  organization 
finds,  three-quarters  of  the  married 
women  in  the  U.S.  will  be  working. 
(Fewer  than  half  are  now  in  the  labor 
force.)  The  report,  by  the  Urban  Insti- 
tute, says  women  will  come  into  the 
work  force  at  a  rate  of  1  million  a  year 
over  the  next  1 1  years  and  most  of  them 
will  be  married.  The  institute  expects  52 
million  working  women  by  1990  and 
says  that  by  then  55%  of  all  women  over 
16  will  be 'in  the  work  force.  The  study 
also  predicts  that  the  number  of  working 
women  with  children  between  the  ages 
of  6  and  17  will  increase  60%  by  1990 
and  that  the  number  of  working  mothers 
with  children  under  6  will  go  up  by  65% . 

Payday  at  the  zoo 

New  York's  Bronx  Zoo  is  trying  a  new 
breed  of  funding  that  could  be  the  fore- 
runner of  similar  efforts  by  cultural  insti- 
tutions. Its  owner  and  operator,  the  New 
York  Zoological  Society,  is  creating  a 
$20  million  Animal  Kingdom  Fund  that 
it  hopes  will  ease  the  zoo's  present  de- 
pendence, shared  by  other  nonprofit, 
quasi-public  services,  on  private  and  gov- 
ernment handouts.  The  new  fund  will 
keep  $12  million  in  liquid  form,  to  pro- 
vide revenues  for  the  care  and  feeding  of 
the  3,500  animals  on  its  250  acres.  The 


remainder  will  go  for  new  revenue-rais- 
ing projects  (a  12%  return  will  be  the 
main  criterion)  and  for  additional  invest- 
ment income.  The  zoo,  one  of  the  least- 
endowed  institutions  in  New  York,  now 
needs  $14  million  a  year  to  operate.  Last 
year  $5  million  came  from  its  2.2  million 
visitors,  who  spent  about  $2.50  per  capi- 
ta (including  admission  fees);  another  $5 
million  came  in  via  contributions.  In- 
come from  invested  funds  and  endow- 
ments provided  less  than  6%  of  running 
expenses.  The  new  Animal  Kingdom 
Fund,  chaired  by  lawyer  John  N.  Irwin  II, 
a  zoo  trustee,  will  provide  no-strings,  in- 
come-generating money  that  can  also  be 
used  for  emergencies.  It  is  off  to  a  good 
start  with  $7  million  already  in  the  till, 
including  $1  million  gifts  from  the  Vin- 
cent Astor  Foundation,  the  Rockefeller 
Brothers  Fund  and  Mrs.  Lila  Acheson 
Wallace  of  the  Reader's  Digest. 

Think  small,  pay  big 

When  gasoline  pushes  past  the  $l-a-gal- 
lon  mark,  station  operators  will  face  a 
potential  $200  million  to  $300  million 
bill  to  enable  their  1  million  pumps  to 
cope  with  the  new  figures.  (Pumps  now 
stop  at  99.9  cents.)  One  group  that  sees  a 
bright  side  to  the  situation  is  the  U.S. 
Metric  Board,  initiated  by  President  Ger- 
ald Ford  in  1975  to  promote  shifting  U.S. 
measurements  to  the  decimal  system. 
Switch  to  liters  for  gas,  the  board  says, 
and  the  pump-conversion  cost  could  be 
cut  to  between  $50  million  and  $100 
million.  With  3.8  liters  to  the  gallon,  $1 
gasoline  would  work  out  to  about  26 
cents  a  liter  and  present  pumps  could 
keep  ticking  off  the  new  prices  without 
adding  the  expensive  extra  digit.  With 
metrics  bound  to  come  anyway,  even  at 
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Lions  in  Neiv  York's  Bronx  Zoo 

A  new  tcind  of  funding  to  tame  crises  in  cultural  money-raising. 
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The  hands,  Lamar  Hunt  The  watch,  Rolex. 


•f 

ROLEX 

The  Rolex  crown. 
For  the  innovators 
of  our  time. 

Lamar  Hunt. 

Founder  of  the  American 
Football  League. 
Co-founder  of  World 
Championship  Tennis. 
Member  of  the  Pro 
Football  Hall  Of  Fame. 
A  dynamic  sports 
entrepreneur. 

Rolex. 

Dynamic  innovator  in 
watchmaking. 


Mr.  Hunt's  Rolex  is  the  Rolex  Day  Date  Oyster 
Perpetual  Superlative  Chronometer,  self- 
winding, handcrafted  from  a  solid  block  of  18kt. 
yellow  gold,  pressure  proof  to  165  feet,  with 
matching  hidden  clasp  President  bracelet. 
Also  available  in  18kt.  white  gold  and  platinum. 

For  brochure,  write  Rolex  Watch  U.S.A., 
Inc.,  Dept.  109,  Rolex  Building,  665  Fifth 
Avenue,  New  York,  New  York  10022. 

Geneva  ■  Bombay  ■  Brussels  Buenos  Aires  • 
Caracas  •  Cologne  ■  Dublin  ■  Hong  Kong  ■ 
Johannesburg  •  London  ■  Madrid  •  Mexico  City  • 
Milan  ■  New  York  •  Paris  ■  Sao  Paulo  ■ 
Singapore  -  Sydney  •  Tokyo  •  Toronto 


How  do  you  put  together 
$75,000,000  for  a  new 
paper  mill  in  Georgia? 

Ask  Chicago's  Bank. 

The  project:  a  joint  venture  to  build  the  first  major  newsprint  mill 
constructed  in  this  country  in  more  than  a  decade.  A  mill  that  would 
recycle  used  newsprint. 

The  price:  over  $125  million,  $75  million  to  come  from  outside 
financing. 

The  problem:  no  single  approach  seemed  to  fit  the  financing  need. 
Because  the  partners  in  the  project— Cox  Enterprises,  Knight-Ridder  and 
Media  General— were  significantly  different  in  size  and  financial  structure. 

That*  s  where  First  Chicago's  Communications  and  Forest  Products 
Group  came  in. 

Our  industry  specialists  were  already  working  with  one  of  the  companies 
and  calling  on  the  other  two.  And  since  our  20-person  media  group  is 
vertically  integrated,  we  knew  their  business  from  the  ground  up— from 
forest  products  to  newsprint  to  newspapers  to  broadcasting. 

So  they  asked  Chicago's  Bank.  First  Chicago  developed  a  credit  proposal 
with  three  pricing  and  repayment  alternatives,  one  for  each  company's 
requirements.  Later,  we  were  able  to  meld  the  three  alternatives  into  one 
that  satisfied  all  three  companies. 

First  Chicago  committed  to  the  full  $75  million.  Then,  acting  as  agent, 
we  took  $33  million  and  arranged  for  the  partners'  13  other  banking 
relationships  to  participate  in  the  remainder. 

Result:  the  mill  will  be  completed  this  year.  If  s  currently  under  budget 
and  ahead  of  schedule.  And  this  new  source  of  newsprint  will  save  energy, 
conserve  natural  resources,  and  help  reduce  pollution.  That's  good  news 
for  everybody. 

If  you  need  $75  million  to  build  a  paper  mill,  $20  million  to  buy  a  TV 
station,  or  financing  for  any  media-related  project,  call  Bill  Lear,  Vice 
President,  Communications  and  Forest  Products  Group,  at  (312)  732-6950. 

Whatever  your  business  interests,  from  communications  to  agriculture  to 
petroleum  and  more,  First  Chicago  can  help.  In  America,  or  anywhere 
else  in  the  world,  ask  Chicago's  Bank. 


FIRST  CHICAGO 

The  First  National  Bank  of  Chicago 


Chicago  •  Atlanta  •  Baltimore  •  Boston  •  Cleveland  •  Houston  •  Kansas  City  •  Los  Angeles  •  New  York  •  San  Francisco 


©  1979  The  First  National  Bank  of  Chicago.  Member  F.D.I.C. 
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Irends 


the  current  glacial  pace,  why  not  make 
this  switch  now,  the  board  argues.  (Ha- 
waii, in  fact,  is  reported  ready  to  move  to 
liters  if  gas  tops  $1.)  Motorists  presum- 
ably will  be  happier  thinking  small  even 
while  paying  big. 


Sweet  and  sour 

Rumbles  of  revolt  are  starting  to  be  heard 
in  the  Congress  over  the  Carter  Admin- 
istration's plan  to  raise  sugar  prices  by 
levying  more  tariffs  and  fees  on  imports. 
The  Agriculture  Department's  chief 
economist,  Howard  Hjort,  says  the  pro- 
posed increase  (from  15  cents  to  15.8 
cents  a  pound)  is  "fully  justified"  and  the 
House  Agriculture  Committee  has  ap- 
proved it.  Now,  however,  stiff  opposition 
is  expected  from  consumer  advocates  on 
the  floor  of  the  House.  The  big  Hawaiian 
sugar  planters  are  also  criticizing  the 
idea,  saying  it  favors  small  producers  on 
the  U.S.  mainland.  (The  bill  would  pro- 
vide subsidies  of  up  to  $50,000  a  year  to 
individual  sugar  growers.)  One  factor 
that  could  be  decisive  is  that  the  sugar 
increase  is  favored  by  Robert  Strauss, 
Jimmy  Carter's  trade  czar  and  superfixer. 
Strauss  helped  get  Administration  back- 
ing for  the  sugar  sweetener  to  win  sup- 
port for  his  omnibus  world  trade  agree- 
ment from  Senator  Russell  Long,  potent 
chairman  of  the  Senate  Finance  Com- 
mittee— who  numbers  among  his  con- 
stituents the  sugar  growers  of  Louisiana. 


Landlords'  lament 

Barry  P.  Bosworth,  director  of  the  Presi- 
dent's Council  on  Wage  and  Price  Stabil- 
ity, has  raised  the  hackles  of  the  country's 
landlords,  who  claim  he's  trying  to  stir  up 
trouble  among  their  tenants.  The  charge 
centers  on  a  form  letter  the  council  sends 
to  tenants  who  gripe  about  rent  hikes. 
The  letter,  signed  by  Bosworth,  notes 
that  "because  the  program  is  voluntary, 
there  are  no  penalties  or  fines.  .  .  .  There- 
fore we  suggest  some  courses  of  action 
you  may  want  to  take:  1)  Personally  ask 
your  landlord  to  justify  the  increase;  2) 
contact  a  tenants'  association,  a  city 
housing  coalition,  a  consumer  protection 
organization  or  the  local  media."  The 
National  Rental  Housing  Council,  a  land- 
lord group,  says  the  letter  doesn't  say  that 
owners  are  supposed  to  hold  down  aver- 
age rent  increases  on  all  units  combined, 
not  any  one  in  particular.  So,  says  the 
council,  "some  residents  may  experience 
rent  increases  greater  than  the  guide- 
lines." The  council's  voluntary  guides  for 
landlords  call  for  keeping  rent  increases 
for  1979  at  0.5%  below  average  increases 
for  1976  and  1977,  except  for  extraordi- 
nary jumps  in  costs.  ■ 
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CHEVY  CITATION 

Designed  to  bring  your  fleet 
into  the '80s 


Citation  is  a  whole  new  kind  of 
compact  car.  It  does  everything 
a  fleet  car  should  do,  and  it 
does  it  in  a  precise,  efficient 
package.  We've  put  together 
a  list  of  some  of  Citation's 
surprising  features.  There's 
something  here  for  everybody: 
comptrollers,  mechanics  or 
drivers.  Take  a  look.  It's  the 
comfortable,  efficient  Citation 
.  .  .  the  first  Chevy 
of  the  '80s. 


•  Hinged  panel  gives  you 
20.1  cubic  feet  of  concealed 
storage  (Hatchback  models). 

•  41.1  cubic  feet  of  storage 
with  rear  seat  down 
(Hatchback  models). 

•  Mid-size  interior  room  seats 
5  adults  in  comfort. 


•  More  hip  and  leg  room  than 
a  comparable  1979  Nova. 

•  Less  than  15  feet  bumper  to 
bumper  for  easy  parking. 

•  The  pull  of  front  wheel  drive. 

•  Available  automatic 
transmission. 

•  Split  engine  cradle  for 
convenient  on-car  engine  and 
transaxle  service. 

The  Citation  is  equipped  with 
GM-built  engines  produced 
by  various  divisions.  See  your 
dealer  for  details. 

•  Quick  service  taillight 
housing  design. 

•  Split  dual-circuit  diagonal 
braking  system. 

•  Easy-access  starter. 

•  Front-load  dash  instruments 
for  fast  service. 

•  Bolt-on  front  fenders. 

•  Sealed  wheel  bearings  which 
require  no  lubrication. 

•  Fully  synchronized  4-speed 
transmission  standard,  with 
fourth  gear  overdrive. 

•  Glass-belted  radial  tires  help 
provide  impressive  traction. 

•  Available  in  2-  and  4-Door 
Hatchbacks,  Club  Coupe 
and  Coupe. 
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\f PA  estimated  MPO     Highway  estimate/ 
Available  V6  with  automatic 


35 


VfPA  estimated  MPG     Highway  estimotey 
Standard  4-cyl.  with  automatic 

Remember :  Compare  these 

estimated  MPGs  to  the 

estimated  MPG  of  other 

cars.  You  may  get  different 

mileage  depending  on  your 

speed,  trip  length  and  weather. 

Your  actual  highway  mileage 

will  probably  be  less  than  the 

estimated  highway  fuel 

economy.  Estimates  lower 

in  California. 

Finally,  there's  one  feature  that 
only  Citation  can  offer  you.  It's 
the  first  and  only  front  wheel 
drive  with  Chevy  behind  it. 
It's  the  comfortable,  efficient 
Citation  .  .  .  the  first  Chevy  of 
the  '80s. 


CLASSIFIED 

appears  in 
the  first  issue 
of  every  month, 

Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 
information  on 
FORBES  CLASSIFIED, 
call 

Sarah  Madison 
(212)  620-2371 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $24.00  □  3  years 
$4».00  ( the  equivalent  of  one  year  free ). 
Canadian  orders,  add  $-4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 

Subscription  Sen  ice  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print  i 


New  Address 


Cicv 


State 


Zip 


Date  of  Address  Change 


FollowThrough 


One  for  the  press 

The  press,  a  steady  loser  in  the  courts 
lately,  has  finally  won  one.  The  victory 
came  in  a  federal  court  in  an  action  that, 
oddly  enough,  was  not  a  direct  First 
Amendment  case  but  an  effort  by  a  publi- 
cation, in  this  case  Barron's,  to  strike 
back  at  its  attackers.  The  original  action 
had  been  thrown  out  of  court,  an  event 
that  normally  satisfies  editors  and  pub- 
lishers. This  time,  in  what  Forbes  re- 
ported was  "probably  a  legal  first" 
(Trends,  Aug.  7,  197H).  the  defendant 
counterattacked,  demanding  that  the 
plaintiff — and  his  attorneys — repay  the 
costs  of  Barron's  defense.  Last  month 
Judge  Robert  L.  Carter  of  the  U.S.  Dis- 
trict Court  for  the  Southern  District  of 
New  York,  backed  that  plea,  ordering  the 
plaintiff  and,  more  strikingly,  his  law- 
yers, the  prestigious  Boston  firm  of  Hale 
&  Dorr,  to  pay  $50,000  to  Barron's  and 
the  other  defendants. 

The  scenario  opened  in  1977  when  a 
New  York  dentist  sued  Dow  Jones  &  Co. 
and  the  editors  of  one  of  its  publications, 
Barron's  (and  one  editor's  brother),  charg- 
ing that  the  financial  weekly  had  used  its 
columns  to  depress  the  price  of  a  listed 
stock  the  plaintiff  owned.  By  the  spring 
of  1978,  the  charges  had  been  dismissed. 
Banon's  lawyer,  Rudolph  Giuliani  of  Pat- 
terson, Belknap,  Webb  cs.  Tyler,  then 
submitted  a  51 -page  "memorandum  of 
law"  asking  the  court  to  grant  "costs  and 
expenses"  and  calling  the  original  suit 
"irresponsible"  and  "an  attempt  to  si- 
lence the  press." 

Judge  Carter,  a  62-year-old  Floridian 
appointed  to  the  federal  bench  in  1972, 
went  down  the  line  with  Giuliani  and  his 
clients.  Known  as  a  temperate  man, 
Judge  Carter  surprised  lawyers  with  the 
scathing  tone  of  his  opinion.  Singling  out 
Gordon  Walker,  the  Hale  &  Dorr  partner 
who  handled  the  case,  Carter  stated  that 
"counsel  knowingly  and  with  malice  be- 
gan this  baseless  lawsuit." 

The  lawsuit  may  have  been  based  on 
"very  strong  convictions  of  wrongdo- 
ing," the  judge  said  (the  plaintiffs  held 
large  positions  in  the  stock  involved), 
"but  it  was  a  conviction  colored  by 
greed."  The  action,  he  went  on,  "was 
filed  either  with  the  knowledge  that 
counsel  had  no  adequate  factual  basis  to 
sustain  the  allegations  or  in  reckless  dis- 
regard of  the  fact  that  proof  of  the 
charges  was  not  available."  The  judge's 
opinion  is  laced  with  other  acid  com- 
ments on  lawyer  Walker's  conduct:  "Pru- 
dent, ethical  counsel  would  not  have  be- 
gun this  litigation.  .  .  ";  "plaintiff's  and 
his  counsel's  real  objective  was  the  pub- 
lic airing  of  the  damaging  allegations 
against  the  publishing  defendant.  ..." 


Judge  Carter's  treatment  of  Barron's 
was  also  unusual  and  in  sharp  contrast  to 
other  recent  federal  court  decisions.  He 
noted  that  the  weekly  could  not  "survive 
without  a  reputation  for  independence, 
honesty,  integrity,  good  faith  and  fair 
reporting"  and  that  the  suit  "had  the 
potential  to  destroy"  that  reputation. 

About  the  only  comfort  Hale  ck  Dorr 
and  its  clients  could  salvage  was  Judge 
Carter's  decision  to  award  the  defen- 
dants only  $50,000;  they  had  sought 
more  than  twice  that  sum.  The  next 
move  will  come  in  the  New  York  circuit 
of  the  U.S.  Court  of  Appeals,  where  Hale 
&  Dorr  says  it  will  appeal  and  where 
Dow  Jones'  attorneys  are  prepared  to  re- 
peat their  arguments. 


I  S  Judge  Robert  Carter 

The  press  wins  one— for  a  change. 


The  price  of  fame 

John  Stockwell  Samuels  HI  may  have  to 
revise  his  "banker,  mining  co.  exec." 
listing  in  Who's  Who.  The  44-year-old 
Texas-born  industrialist  who  came  out 
of  nowhere  to  become  a  Maecenas  on 
New  York  City's  cultural  scene  is  on 
the  verge  of  losing  his  cherished  control 
of  Chicago's  ninth-ranking  bank,  Ex- 
change National.  Elsewhere  his  empire 
looks  disheveled;  some  of  the  more 
flamboyant  trappings — the  steamboat- 
size  office  that  once  housed  the  Cunard 
line's  board,  the  Long  Island  estate  with 
a  J. P.  Morgan  manor  house — are  gone. 
But  Samuels  is  still  very  well-heeled  and, 
as  chairman  of  the  New  York  City  Op- 
era, the  New  York  City  Ballet  and  Lin- 
coln Center's  Vivian  Beaumont  Theater, 
his  role  in  the  upper  level  of  New  York's 
arty  set  seems  secure. 

Fokbks  first  took  note  of  what  it  called 
"an  obscure  Wall  Street  lawyer"  four 
years  ago  (May  1,19^5)  when  he  made  a 
billion-dollar   bid   for   Peabody  Coal, 
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vhich  Kennecott  Copper  had  been  or- 
lered  to  divest.  The  Harvard  law  gradu- 
ite  was  already  established  in  coal,  own- 
ng  80%  of  a  combine  that  he  said  netted 
>30  million  on  $360  million  in  sales  in 
974.  Samuels  missed  out  on  Peabody 
another  consortium  bought  it)  but  he  got 
limself  plenty  of  publicity. 

When  Forbes  next  visited  him,  a  year 
.go  (May  29,  1978),  Samuels  was  still  in 
he  public  eye,  but  not  all  of  his  press 
lotices  had  been  flattering.  His  $10.7 
nillion  in  loans  from  the  now-defunct 
American  Bank  &  Trust  was  the  linch- 
lin  df  a  New  York  State  cease-and-desist 
irder  against  ABT  in  1975,  because  the 
noney  (all  since  repaid)  at  one  time 
mounted  to  40%  of  the  bank's  assets, 
3ur  times  the  legal  limit.  Why  did  the 
iank  lend  so  freely?  "Because  they  want- 
d  my  business,"  he  said.  Samuels  had 
lso  been  on  friendly  banking  terms  with 
LBT's  vanished  president,  the  mysteri- 
ius  David  Graiver,  who  is  suspected  of 
ooting  the  bank  of  $50  million  before  its 
976  collapse  (and  who  may  or  may  not 
iave  died  in  a  Mexican  plane  crash). 

Currently,  Samuels'  main  worry  is  the 
mpending  loss  of  Exchange  National,  in 
vhich  he  bought  control  three  years  ago. 
Exchange  has  defaulted  several  times  on 
he  $300,000  quarterly  interest  on  a  $10 
rhllioh  loan  from  another  Chicago  bank 
nd  he  has  staved  off  foreclosure  by  com- 
tig  up  with  prospective  purchasers — 
vho  never  bought.  The  lender  institu- 
ion  has  now  called  the  loan  but  Samuels 
Las  a  deal  almost  completed  to  sell  Ex- 
hange  to  Chicago's  Midland  Bancorp. 

So  John  Samuels  may  soon  be  out  of 
tanking  (except  as  a  debtor),  but  he 
Lnows  how  to  survive.  His  office  is  now 
he  salmon- walled  library  of  his  art-filled 
own  house  on  Manhattan's  East  Side. 
;elix  Pardo,  a  former  consultant  with 
Arthur  D.  Little  Inc.,  has  spent  the  last 
wo  years  bringing  some  order  to  Sam- 
iels'  casual  management  style.  ( "Internal 
ontrol  is  deficient,"  was  the  best  his 
lutside  auditors  could  say  for  it.) 

The  stained-glass-windowed  Cunard 
iff  ice  is  gone  (Samuels  says  because  it 
;ot  more  attention  than  he  did).  His 
lond-brokerage  firm  has  been  sold  (he 
iought  it  to  "see  what  Wall  Street  bond 
rading  was  like,"  he  says).  But  he  still 
iwns  90%  of  Leckie  Smokeless  Coal, 
vith  25,000  to  30,000  acres  and  30  mil- 
iori  to  50  million  tons  of  high-grade  met- 
llurgical  coal.  His  company,  the  Carbo- 
nin  Group,  also  owns  97%  of  a  coke- 
rading  firm  that  reportedly  clears  about 
600,000  a  year.  He  has  35%  of  National 
ugar  Refining,  a  private  company  with 
ales  around  $165  million  annually.  And 
Le  is  a  50-50  partner  with  Gulf  &  West- 
rn  in  a  company  that  markets  all  the 
oal  produced  by  G&W  and  by  Samuels' 
iwn  companies. 

So  Maecenas  may  have  trimmed  sail 
lit  he  looks  very  much  afloat.  ■ 


In  1979  the  Hong  Kong  Trade  Development  Council 
will  be  sponsoring  business  visits  by  Hong  Kong 
manufacturers  and  exporters  to  practically  every 
market  in  the  world 

Hong  Kong  product  displays  at  major  trade  fairs  and 
special  business  group  visits  to  selected  markets 
give  you  the  opportunity  to  see  the  wide  variety  of 
products  that  have  made  Hong  Kong  the  world's 
eading  marketplace 

If  you  want  to  know  when  Hong  Kong  will  be  visiting 
your  region  or  if  you  wish  to  find  a  trading  partner  in 
Hong  Kong,  complete  and  return  the  coupon  below. 
The  service  is  free  —  the  opportunities  unlimited. 


NAME. 


COMPANY 


ADDRESS. 


TEL. 


TELEX. 


0tT 


HONG  KONG  TRADE 
DEVELOPMENT  COUNCIL 

548  Fifth  Avenue.  New  York, 
NY  10036,  U.S.A. 

Offices  in  Amsterdam,  Frankfurt,  Hamburg,  London, 
Manchester.  Milan,  Pans.  Stockholm.  Vienna.  Zurich, 
Chicago,  Los  Angeles.  Toronto.  Sydney,  Tokyo.  Hong  Kong 


Beneficial  Standard 
Corporation 

1978  Financial  Highlights  (Dollars  in  thousands) 


1978 

1977 

%  Change 

Revenues   

$204,876 

$186,735 

+  10 

Operating  Earnings  

12,069 

8,006 

+51 

Net  Earnings  &  Realized  Gains 

14,429 

9,845 

+  47 

Total  Assets  

516,436 

440,860 

+  17 

Shareholders'  Equity   

88,053 

77,711 

+  13 

Beneficial  Standard  Corporation  is  a  Los  Angeles  based  diversified 
financial  services  holding  company.  Its  subsidiaries  are  active  in  the 
areas  of  life  and  property-casualty  insurance,  real  estate,  marketing, 
mortgage  and  investment  management.  To  read  in  detail  about  our  rec- 
ord year,  send  for  Beneficial's  1978  Annual  Report. 


Beneficial  Standard  Corporation 
Corporate  Communications  -  Suite  530 
3700  Wilshire  Blvd. 
Los  Angeles,  CA  90010 


You'll  find  Beneficial  Standard  Corporation  Common  Stock  listed  on  the 
American  Stock  Exchange  under  the  symbols:  BSC»A  and  BSC'S 
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This 


It  wasn't  easy.  Because 
Chuck  Gassman  asks  a  lot  of  his 
investments. 

"When  you're  a  family  of  six,  you 
face  some  pretty  hefty  financial 
demands.  Like  college  for  four. 
Retirement  for  two.  That's  why  we 
got  into  the  stock  market.  We 
wanted  a  chance  to  beat  inflation, 
not  just  surrender  on  reasonable 
terms." 

At  Louisiana-Pacific,  we  didn't  let 
him  down.  Our  earnings  in  the  first 
quarter  of  this  year  hit  a  record  $23 
million,  up  33  percent  over  last 
year.  At  the  same  time,  sales  soared 
32  percent  to  reach  $269  million. 
It  was  clearly  the  best  quarter  in  the 
company's  history. 

"You  can't  expect  every  quarter 
to  be  this  red  hot,"  says  Gassman. 
"It's  nice.  But  I'm  in  this  for  the 
long  haul." 

And  he's  not  alone.  Millions  of 
other  Americans  are  building 
similar  nest  eggs  via  the  stock 
market.  Through  Keogh  and  I.R.A. 
plans.  Mutual  and  pension  funds.  As 
well  as  employee  stock  purchase, 
stock  option  and  stock  bonus 
retirement  plans. 

Small  wonder  that  Louisiana- 
Pacific,  and  every  other  corporation 
worth  its  salt,  pays  so  much  atten- 
tion to  things  like  profits,  earnings 
and  dividend  growth. 

At  Louisiana-Pacific,  it's  our  job 
to  help  the  forest  work  for  people. 
And  we're  one  of  the  industry 
leaders.  From  over  840,000  acres  of 
company-owned  timberlands  and 
more  than  2  million  acres  of  cutting 
contracts  and  leases,  we  turn  out 
lumber,  particleboard,  plywood, 
hardboard,  veneers,  millwork, 
moulding,  windows,  doors,  pulp, 
chips,  corrugated  packaging  and 
containerboard. 


lie  Gassman  family. 


65.7% 


634.000 
626.800 
624,800 


72         73  74  75  76  77 


acres 
2.869.000 


2,633,000 
2.480,000 


1,591,000 
1.549.000 


1.300.000 


Total  acres  including 
company  owned  175.6% 
timberlands 


Percentages  reflect 
yearly  increase 
over  1972 


192  6% 


•The  growth  in  timber  acres  occurred  despite  the  loss  ot  25,600  acres  of  timberlands  lo  expand  Redwood  National  Park 


And  like  Mr.  Gassman,  we're 
ivesting  in  the  future  as  well.  Over 
ie  last  six  years  we  have  increased 
le  size  of  our  company-owned 
trest  over  65  percent. 

For  those  who  haven't  been 
►llowing  our  financial  performance 
s  closely  as  Mr.  Gassman,  our 
inking  in  the  new  Fortune  500 
lould  be  an  eye-opener. 


Last  year,  we  ranked  251st  in  size 
by  sales  yet  31st  measuring  total 
return  to  stockholders.  Even 
excluding  the  $127  million  extra- 
ordinary gain  from  the  govern- 
ment's condemnation  of  26,000 
acres  for  the  Redwood  National 
Park,  we  ranked  90th  in  net  income 
as  a  percent  of  sales  and  83rd  in  net 
income  as  a  percent  of  ending 
stockholder's  equity. 

And  first  quarter  results  are  also 
impressive.  Record  earnings  on 
record  first  quarter  sales  started  the 
year  with  a  bang.  Funds  generated 
from  operations  jumped  31  percent 
to  reach  $40  million.  Net  income 
per  share  was  a  record  $.82,  and 
return  on  sales  totaled  9  percent. 


We  had  a  lot  going  for  us. 
Including  an  improved  export 
market  for  both  building  products 
and  pulp.  Plus  the  recent  acquisition 
of  the  Fibreboard  subsidiary. 

For  an  even  closer  look  at 
Louisiana-Pacific's  first  quarter  and 
our  outlook  for  the  rest  of  the  year, 
write  for  a  free  copy  of  our  interim 
financial  report:  G.  R.  Griffin, 
Louisiana-Pacific,  Dept.  FB, 
1300  S.W.  Fifth  Avenue,  Portland, 
OR  97201. 


m  — ■ 
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Louisiana-Pacific 

Helping  the  forest  work  for  people 


Ticker  symbol  -LPX  •  NYSE  newspaper  symbol  -LaPac 


Readers  Say 


Our  own  fault 

Sir:  Re  your  characterization  of  OPEC's 
oil  pricing  and  conservation  policies  as 
"price  rape"  (Fact  and  Comment,  Apr.  30). 

We  are  not  compelled  to  buy  OPEC  oil. 
The  U.S.  has  very  large  reserves  of  do- 
mestic oil  and  gas,  as  well  as  coal,  oil 
shale  and  uranium  and  these  sources  are 
not  being  developed  aggressively  or  used 
efficiently. 

The  real  or  imagined  political,  envi- 
ronmental and  social  costs  that  we  place 
on  domestic  energy  sources  make  them 
noncompetitive  with  OPEC  oil. 

These  self-imposed  penalties  must  be 
eliminated,  or  OPEC  prices  will  continue 
to  rise. 

— -J.E.  Pritchard 
Bartlesville,  Okla. 


Big  bus  manufacturer 

Sir:  Your  article,  "The  strange  case  of 
the  kneeling  bus"  (Apr.  30),  said,  "There 
are  only  two  manufacturers  left  in  the 
bus  field — GM  and  Grumman  Flxible 
Corp." 

This  year  our  manufacturing  subsidiar- 
ies will  produce  over  1,100  of  our  new 
intercity  Model  MC-9s,  of  which  we  will 
keep  400  and  sell  the  rest:  200  of  our 
smaller  MC-5s  for  service  in  Saudi  Ara- 
bia, and  over  170  of  the  new  City- 
cruisers,  which  are  already  sold  to  mu- 
nicipalities and  airports. 

I  am  sure  we  make  more  intercity  bus- 
es by  far  than  either  GM  or  Grumman, 
and  I  look  forward  to  giving  them  a  run 
for  their  money  in  the  transit  field. 
— Gerald  H.  Trautman 
Chairman,  CEO  and  president. 
The  Greyhound  Corp 
Phoenix,  Ariz. 


Will  it  be  Teddy? 

Sik:  MSF  now  predicts  that  Teddy  Ken- 
nedy will  win  the  presidential  election  in 
1980  by  a  landslide  (Fact  and  Comment, 
May  14).  That's  the  best  news  I've  heard 
yet.  He  had  predicted  that  Senator  Ed- 
mund Muskie  would  be  the  Democratic 
nominee  in  1972. 
— Edwin  Hess 
New  York,  N.Y. 

Sir:  Why  must  MSF  make  those  kamika- 
ze statements  so  far  in  advance?  I  have 
$25  that  says  he  is  wrong  about  Kennedy 
running  in  1980.  Is  it  a  bet?  Please  let  me 
know  soonest  so  I  can  file  it  with  my 
other  bets,  made  by  friends  who  have 
said,  "It's  got  to  be  Connally" — "It's  sure 


to  be  Howard  Baker" — "I'm  betting  that 

Reagan  will  win,"  etc. 

— Ann  Landers  ■ 

Field  Newspaper  Syndicate 

Chicago,  111 

My  $25  is  on  the  line  and  I  fervently  hope  I 
lose — along  with  Teddy. — MSF 


We  just  pay  more 

Sir:  For  nearly  nine  years,  I  have  labored 
unsuccessfully  in  trying  to  get  the  Con- 
gress, the  Executive  branch,  business  and 
the  public  to  do  something  about  cargo 
and  property  theft  CT/je  game  w/jere  no- 
body loses  hut  everybody  loses,"  Apr.  16). 
The  impact  of  cargo  crime,  and  our 
seeming  willingness  to  just  pay  more, 
and  more,  and  more  [are  mind-boggling]. 
— J.J.  Pickle 

Member,  House  of  Representatii  vs. 
Washington,  D  C. 


The  right  name 

Sir:  I  read  your  reference  to  "President 
Portillo  of  Mexico."  He  should  always  be 
referred  to  as  "President  LOpez"  or 
"President  LOpez  Portillo."  Portillo  is  his 
mother's  maiden  name.  LOpez  is  his  fa- 
ther's family  name  and,  thus,  his. 
— Henry  E.  Catto  Jr. 
Washington,  D  C 

Atnbassador  Catto  is  tloe  former  (1974-76) 
Chief  of  Protocol  — Ed. 


They  don  t  qualify 

Sir:  ProGroup  does  not  deserve  to  be 
included  among  those  securities  men- 
tioned (Apr.  30)  in  the  article  entitled 
"Gold  among  the  garbage?"  Rule  three 
for  inclusion  on  the  list  indicates  that  a 
dividend  must  be  paid  and,  as  of  Febru- 
ary, we  don't  meet  that  requirement. 
—John  M.  Tucker 
President, 
ProGroup,  Inc. 
Chattanooga,  Term. 


Not  outrageous? 

Sir:  "They  [ABC]  overpaid  outrageously 
for  that  property  [Chilton]."  This  quote 
is  from  a  piece  on  American  Broadcast- 
ing Companies  that  appeared  in  your 
May  14  issue. 

Please  consider  these  facts: 

•  At  $86  per  share,  ABC  paid  15.2 
times  previous  year's  earnings  for  Chil- 


ton. With  a  great  deal  of  indignation 
McGraw-Hill  recently  rebuffed  Ameri- 
can Express,  which  was  offering  15.6. 

•  If  Chilton  makes  1979  projections, 
and  through  the  first  quarter  it  is  running 
substantially  ahead  of  plan,  ABC's  entry 
price  will  be  something  under  12  times 
current  earnings. 

•  The  15.2  times  earnings  ratio  is  con- 
siderably under  the  multiples  paid  foi 
other  business  communications  houses 
over  the  past  year  or  two. 

The  question  around  Chilton  these 
days  is,  "What's  outrageous?" 
— William  A  Barbour 
President, 
Chilton  Co. 
Radnor,  Pa. 


The  bucket  is  better 

Sir:  Your  Apr.  16  editorial  ('Don't  Lose 
Perspective  on  the  U.S. A,"  Fact  and  Com- 
ment)  contains  the  expression  "Going  to 
hell  in  a  bucket." 

I  have  lived  nearly  all  of  this  century, 
and  within  my  memory  the  saying  was 
always  "Going  to  hell  in  a  hand  basket." 
Which  may  well  be  a  poorer  conveyance 
than  a  bucket  as  it  will  not  even  hold 
water  to  quench  the  fire  at  the  unfortu- 
nate end  of  the  journey. 
— C.S.  Bortlmick 
Glen  Ridge,  N.J. 


Toast  theory  proved  true 

Sir:  The  law  of  selective  gravitation  ("The\ 
chance  of  bread falling  buttered  side  down  is 
directly  proportional  to  the  cost  of  t/je  car- 
pet," Fact  and  Comment,  Feb  19)  that  you 
quoted  is  often  credited  to  Edsel  Murphy. 

However,  Newsweek  of  Sept.  5,  1949 
carried  the  following:  "Could  this  per- 
verse tendency  be  demonstrated  scientif- 
ically? Benson  Perdue,  a  student  at  the 
University  of  British  Columbia,  suspend- 
ed a  vertical  clamp  4  feet  above  the  floor 
and  equipped  it  with  a  mechanical  trip 
lever  to  release  the  toast. 

"Placing  a  piece  of  plywood  underneath 
the  clamp,  he  proceeded  to  drop  the  toast 
175  times.  The  results  were  inconclusive. 
The  toast  landed  butter  side  down  only  9 1 
times  (52%).  When,  however,  he  substi- 
tuted for  the  plywood  a  piece  of  worn-out 
carpet,  the  butter-side-down  incidence 
increased  sharply  to  71.4  per  cent.  And 
when  a  valuable  Persian  rug  was  placed 
under  the  clamp,  he  insisted  the  toasE 
landed  butter  side  down  156  times  in  175| 
trials  (89.1%  of  the  time)." 
—John  C  Ledbetter 
Billings,  Mont 
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Show  Dad  you've  inherited  good  taste. 


! 

.1 


THE 

MANUFACTURERS 
HANOVER 
CASH  MANAGEMENT 
COMMITMENT: 


ITS  WORKING 
ON  THE  PRAIRIES 
OF  AMERICA... 


. .  .and  in  the  squares  of  Brussels  and  on  the  sidewalks  of 
hew  York  as  well.  It's  part  of  our  total  banking  philosophy 

—  proven  credit  alternatives  combined  with  premier 
operations  support. 

In  addition  to  our  position  as  a  leading  lender  to 
America's  utilities,  for  example,  we  design  cash 
management  services  fine-tuned  to  match  the  high  level 
of  accuracy,  timeliness  and  consistency  the  industry 
demands.  Our  unique  approach  to  handling  high-volume 
transactions  speeds  up  the  collection  of  utility  customer 
payments  for  optimum  use  of  cash  resources.  And 
right  now,  our  cash  management  consultants  are  creating 
advanced  methods  of  mobilizing  and  controlling  funds 
for  companies  —  large  and  small  —  all  around  the  world. 

Credit.  Operations.  And  the  integration  of  both  to 
create  a  total  financial  relationship  of  the  highest  standards 

—  anywhere  in  the  world. 


"...Manufacturers  Hanover  is  totally 
committed  to  being  the  global  bank  for 
business  —  a  leading  lender  and 
a  leading  operating  partner  as  well." 

John  F.  McGillicuddy 

Chairman  and  Chief  Executive  Officer 


MANUFACTURERS  HANOVER 


This  remarkable  new  product  is  the  most  versatile 
calculator  ever  made.  It  actually  prompts  the  operator  in 
words  that  appear  in  the  bright  green  display.  Operator 
errors  are  reduced,  productivity  increased, 

Like  the  other  members  of  the  renowned  2800  Series, 
the  2880  is  manufactured  by— then  sold  by  and  serviced 
by  Monroe  from  350  company-owned  locations  across  the 
U.S.  and  Canada.  This  continuing  responsibility  is  your 
assurance  of  life-long  VALUE. 

VALUE  built  in  by  Monroe,  America's  leading  designer/ 
manufacturer  of  calculators. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IF  YOU  THINK  ATOMIC  ENERGY  WASTE  DISPOSAL 

is  a  problem,  think  of  Carter's  problem  figuring  out  how  to  dispose  of  his  Secretary  of  Energy. 


IMAGINE— APOLOGIZING 

In  politics,  'tis  taken  as  a  truism  that  timing  is  more  conse- 
[uential  than  character.  But  who'd  have  thought  the  same 
:ould  be  said  of  operating  a  business  profitably? 

First-quarter  corporate  profits  were  headline-getting  "high." 
:ew  politicos — alas,  reflecting  in  this  instance  their  constitu- 
ency— ask:  "High  in  relation  to  what?"  People  see  in  headlines 
md  hear  headlined  on  TV  percentage-profit  highs  at  the  same 
ime  they  are  reading  and  hearing  of  inflation  raging  toward 
lew  records.  And,  naturally,  they  relate  the  two. 

Who's  to  understand,  who's  to  bother  explaining  that  these 
irst-quarter  profits  are  percentagely  high  only  vis-d-vis  the 
ame  quarter  a  year  ago? 

Remember  a  year  ago? 


FOR  BEING  PROFITABLE ! 

In  the  first  three  months  of  1978  our  economy  was  hobbled 
by  the  worst-ever  winter  in  many  areas;  by  the  longest  coal 
strike  in  our  history;  by  factory-shutting  power  shortages. 

Then  this  first  quarter  was  hypoed  by  stockpiling  in  antici- 
pation of  the  expiration  of  trucking  and  other  labor  contracts, 
and  by  balance-sheet  adrenaline  from  foreign  currency  adjust- 
ments to  a  dollar  that  turned  up  when  OPEC  tightened  its  grip 
on  our  oil  jugular. 

None  of  which  has  a  blamed  thing  to  do  with  profiteering  or 
the  relation  of  profits  to  the  rate  of  inflation.  The  sensible  can 
only  sigh  over  the  easy  distortions.  But  since  we  have  to  have 
problems,  better  that  they  stem  from  free  enterprises  making  a 
buck  than  losing  bucketfuls. 


PERHAPS  THE  WORST  THING  CARTER  HAS  DONE 

las  not  been  as  President,  but  in  getting  to  be  President.  Now  At  the  present  rate,  runners  for  the  presidency  may  soon  equal 
very  nut  out  in  Left  and  Right  field  thinks  if  Carter  could  pull  in  number  those  running  for  their  health.  If  some  of  the  aspirants 
t  off,  he  can  too.  should  succeed,  the  rest  of  us  may  have  to  run  for  our  lives. 

"WOULDN'T  IT  BE  NICE  TO  HAVE  A  PRESIDENT 

who  looks  like  a  President,"  said  a  capitalist  commenting  to  us 
recently  on  Connally.  Could  be — except,  come  to  think  of  it,  the  last 
President  we  had  who  looked  like  a  President  was  Warren  G.  Harding. 

JAPAN  COMMITS  THE  ULTIMATE  CRIME 


'  Some  American  businesses  are  sore  at  Japan  principally  for 
he  blandly  devious  way  they  keep  U.S.  products  from  their 
iome  markets  while  flooding  ours  with  theirs — sometimes  by 
elling  their  goods  for  less  here  and  making  up  for  it  by  higher 
rices  to  their  captive  customers  at  home. 
But,  oddly  enough,  the  Common  Market  Executive  Com- 
lission  is  most  exercised  with  those  Sons  of  the  Rising  Sun 
ecause  "they  sacrifice  too  much  leisure  time  for  too  much 
rork."  The  Commission  waxes  choleric  at  this  land  of 
work  maniacs  who  live  in  houses  little  better  than  rabbit 
utches,"  and  whose  executives  give  up  vacations  because 


"they  believe  their  firms  could  not  survive  without  them." 
That's  not  the  worst  of  it. 

As  the  Commission  pointed  out,  even  as  the  Nippons  con- 
tinue to  work  hard,  "the  Protestant  work  ethic  in  Europe  has 
been  eroded  by  egalitarianism,  social  compassion,  environ- 
mentalism  and  growing  state  intervention  in  the  economy." 

So,  whose  fault  is  that? 

The  crime  the  Common  Market  economists  accuse  the 
Japanese  of — working  hard — is  what  used  to  be  called  a  virtue 
in  those  days  of  old  when  European  nations  were  striving, 
solvent  and  strong. 
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IF  YOU  WANT  TO  LIVE  AD  INFINITUM 

get  to  be  chairman  of  Caterpillar  Tractor 
Co.  Visiting  with  us  here  recently,  Chairman 
Lee  Morgan  observed  that  the  five  who  pre- 
ceded him  in  this  top  post  are  all  alive  and 
thriving.  The  first,  the  oldest,  became  chair- 
man in  1954. 

"Don't  you  think  I  could  ask  my  life  insurance 
company  for  a  reduction  in  premiums  now  that 
I'm  in  this  undying  category? "  queried  Morgan. 


Standing  1.  to  r.:  William  Blackie,  chairman  1966- 
72;  William  H.  Franklin,  chm.  1972-75;  William  L. 
Naumann,  chm.  1975-78;  Lee  L.  Morgan,  chm. 
1978-.  Seated  1.  to  r.:  Harmon  S.  Eberhard,  chm. 
1962-66;  Louis  B.  Neumiller,  chm.  1954-62. 


BICYCLE  MANIA  AND  MANIACS 


Bicycling  and  Running  are  the  most  In  things  of  the  current 
health-cum-exercise  fever  that's  raging  among  America's  ro- 
tund and  sedentary,  i.e.,  you,  me  and  almost  everybody  else 
that  we  know. 

Books  and  magazines  by  the  store-  and  rackful  deal  with  the 
dangers  and  delights  of  huffing  and  puffing  by  foot.  But  there 
doesn't  seem  to  be  much  on  the  biking  craze,  and  that's  where 
the  Crazies  abound,  especially  in  cities. 

They  have  some  unfathomable  fantasy  that  they're  immune 
to  the  rules  of  the  road,  with  an  overwhelming  compulsion  to 
go  the  wrong  way  on  one-way  streets,-  to  them  a  red  light  is 


more  of  a  come-on  to  crossing  intersections  than  is  the  green. 

This  is  healthy?  It's  driven  more  pedestrians  into  oncoming 
traffic  and  motorists  onto  sidewalks  than  anything  since  King 
Kong  climbed  the  Empire  State  Building  (or  when  Kong  II  fell 
off  one  of  the  Twin  Towers). 

Inevitably — one  is  tempted  to  say  deservedly — there  are 
doubtless  more  bicyclists  per  hospital  ward  than  those  hurt  by 
any  other  cause  except  heart  attacks,  some  of  which  may  have 
been  brought  on  by  maniacal  bicyclists. 

This  is  one  species  of  health  nut  that  should  be  harvested  by 
the  Law. 


READING  SUGGESTIONS— WITH  SAMPLINGS 


The  Coup— by  John  Updike  (Alfred  A.  Knopf,  $8.95).  This 

extraordinarily  perceptive  story  of  a  not-so-imaginary  black 

African  country  and  its  dictator  provides  readers  with  more 

insight  to  the  whys  of  what's  happening  in  volatile  dark  Africa 

than  you'll  ever  get  from  the  newspapers.  Updike's  genius 

burns  brighter  than  ever. 

Excerpt:  "The  Americans  .  .  .  They  are  a  strange  lost  race, 
poorer  than  they  know.  I  wonder  if  we  of  the  Third  World 
might  not  have  eventually  to  welcome  them  among  us — 
they  too  have  a  deficient  balance  of  trade,  a  high  unem- 
ployment rate,  an  agricultural  bias  in  the  national  tem- 
perament, and  the  need  for  a  protectionist  tariff  if  their 
struggling  native  industries  are  not  to  be  overwhelmed  by 
the  superior  efficiency  and  skill  of  the  old  Axis  powers. 
Indeed,  Comrade  President,  at  a  time  when  the  Arabs 
have  all  the  capital,  the  Siberians  and  the  Brazilians  all 
the  undeveloped  resources,  and  the  Chinese  all  the  ideo- 
logical zeal,  one  wonders  if  in  the  interests  of  global 
stability  a  grant  of  aid  to  the  United  States  might  not  be  a 
prudent  apportionment  within  our  next  year's  national 
budget.  I  jest,  of  course." 

The  Pink  Palace  Behind  Closed  Doors  at  the  Beverly  Hills 
Hotel — by  Sandra  Lee  Stuart  (Lyle  Stuart  Publishing,  $10). 
Flour-and-water  icing  on  a  cardboard  cake. 
The  Bunker — by  James  P.  O'Donnell  (Houghton  Mifflin  Co., 
$13.95).  In  almost  too-total  detail,  this  book  documents  the 
dying  days  of  Hitler  and  his  Third-Reichers  deep  in  their  self- 
made  dungeon.  A  fitting  heroicless  finale  for  the  man  and 
26 


minions  responsible  for  the  greatest  slaughter  mankind  had 

yet  experienced. 

Excerpt:  In  his  capacity  as  autocrat  at  the  supper  table, 
Hitler  was  a  crashing  bore.  All  sane  observers  who  ever 
sat  there  agree  on  this.  Some  of  his  remarkable  rhines- 
tones  of  wisdom  were  set  down  in  the  "Table  Talks".  .  .  . 
[Said  Albert  Speer:]  "His  mind  was  cluttered  with  minor 
information  and  misinformation  about  everything.  I  be- 
lieve that  one  of  the  reasons  he  gathered  so  many  flunkies 
around  him  was  that  his  instinct  told  him  that  first-rate 
people  couldn't  possibly  stomach  the  outpourings." 

A  Distant  Mirror — by  Barbara  W.  Tuchman  (Alrred  A.  Knopf, 
$15.95).  No  historian,  indeed  no  novelist,  except  Mrs.  Tuch- 
man could  so  absorbingly  bring  alive  a  century — here,  the 
14th — when  the  knight  may  have  been  bold  but  "was  a  terrible 
worm  in  an  iron  cocoon." 

Excerpt:  The  crown  grasped  for  money  by  every  means 
and  favored  the  least  scrupulous,  which  was  debasing  the 
coinage.  Less  directly  obvious  than  aids  and  subsidies,  it 
required  no  summoning  of  the  Estates  for  consent. 
Conversations  With  Willie — by  Robin  Maugham  (Simon  and 
Schuster,  $10).  Another  bit  of  nastiness  by  nephew  Robin 
about  his  uncle,  W.  Somerset  Maugham,  whose  coattails  he 
still  snips  at. 

Excerpt:  "You  know,  dying  is  a  very  dull,  dreary  affair." 
[Somerset]  said.  Then  he  smiled.  It  was  a  smile  full  of 
compassion  for  all  the  foibles  of  the  human  race.  "And  my 
advice  to  you  is  to  have  nothing  whatever  to  do  with  it," 
he  concluded. 
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Tie  Old  School  Tie — by  Jonathan  Gathorne-Hardy  (The  Vi- 

;ing  Press,  $17.95).  Fascinatingly  tells  you  far  more  than  you 

robably  want  to  know  about  the  very  small  un-public  schools 

f  Britain's  elite.  Wars  were  not  won  on  their  relatively  recent 

laying  fields,  but  future  position  was  and,  less  so,  still  is. 

Excerpt:  The  avenues  by  which  the  newly  rich  families 
could  join  the  upper  classes  [during  the  early  1800s]  were 
already — and  became  increasingly  and  soon  almost  sole- 
ly— the  public  schools. 
adler's  Birthday — by  Rose  Tremain  (St.  Martin's  Press, 

7.95).  A  poignant  tale  portraying  the  loneliness,  the  aridity  of 
lifetime  spent  "in  service"  to  an  English  couple  who  leave  to 
adler,  the  butler,  their  great  house. 
Excerpt:  The  Colonel,  well,  he'd  do  his  bit  for  the  Home 
Guard,  but  he  had  to  admit  that  he  was  glad  to  be  safe  at 
home  with  Madge  and  he  knew,  not  without  shame,  that 
the  part  of  him  that  had  wanted  to  die  for  England 
had  died. 


Crash — by  Rob  and  Sarah  Elder  (Atheneum,  $8.95).  My  wife 
nearly  flipped  when  I  read  this  flying  back  from  Europe.  A 
compelling  telling  of  the  nightmare  crash  of  a  Florida-bound 
giant  jet  that  was  an  inexcusable  happening. 
Great  Moments  in  Architecture — by  David  Macaulay 
(Houghton  Mifflin  Co.,  $5.95).  A  satirical  spoof-in-pen  of 


CARIBOU  CROSSING 


Meaningful,  Monumental  Erections.  They  mostly  miss,  but 
when  they  hit,  Pow! 


NOTE  ON  THE  ECONOMICS  OF  FARMING 

The  following  was  copped  from  the  column  of  Ashley  Cooper  in  the  Aiken,  S.C  Standard. 

First  Farmer:  "What  would  you  do  if  you  inherited  $10  million?" 

Second  Farmer:  "I  don't  know — just  keep  farming  until  it  was  all  gone,  I  guess." 


A  GOOD  DOCTOR 

is  beyond  price.  And  bills  accordingly. 


IT'S  KILLING 

when  the  medical  bill  does  what  the  treatment  did. 


By  M.S.  Forbes  Jr. 


By  default,  pass  the  SALT  n  treaty. 

Despite  its  shortcomings,  Senate 
ratification  of  the  SALT  II  agreement 
makes  more  sense  than  rejection.  Fail- 
ure to  ratify  would  greatly  increase 
U.S. -Soviet  tensions  during  the  1980s. 

Leonid  Brezhnev  is  a  sick  man.  The 
average  age  of  his  colleagues  in  the 
Politburo  is  75.  The  1980s  will  be  a 
period  of  instability  at  the  Soviet  top 
as  politicos  and  factions  vie  for  power. 

The  Soviet  Union  will  face  serious 
unpleasant  domestic  problems  as 
well.  Their  economic  problems  make 
ours  look  minute  by  comparison. 
They  are  unable  to  develop  much  new 
technology.  Russia's  production  of  oil 
will  not  meet  her  needs  after  1985. 

On  the  foreign  policy  front,  Russia's 
bete  noire,  China,  has  embarked  on  a 
modernization  program.  Its  long-term 
prospects  must  be  unsettling  to  Rus- 
sia's already  paranoid  leadership. 

For  all  its  faults,  SALT  II  can  help 
prevent  a  free-for-all  arms  race.  It  does 
limit  the  number  of  strategic  missile 
launchers  the  Soviets  can  deploy.  More 
important,  it  will  set  the  stage  for 
further  arms-reduction  negotiations. 

SALT's  shortcomings  are  real.  The 
questions  about  verification  have  not 
yet  been  satisfactorily  answered.  Pre- 
sumably, in  the  upcoming  debate  the 


PASS  THE  SALT 

Administration  will  rectify  that.  The 
treaty  does  not  include  the  Soviet 
Backfire  bomber,  which,  modified, 
could  threaten  the  U.S.  It  might  re- 
strict U.S.  rights  to  transfer  military 
technology  to  our  NATO  allies. 

But  the  argument  that  SALT  II  will 
freeze  us  into  a  position  of  military 
inferiority  doesn't  hold  up.  The  treaty 
will  not  prevent  us  from  deploying  the 
neutron  bomb  in  Europe.  It  need  not 
stop  us  from  developing  land-  and  sea- 
based  cruise  missiles. 

By  general  agreement,  our  strategic 
backbone — which  is  land-based  inter- 
continental ballistic  missiles — will  be 
vulnerable  to  Soviet  attack  by  1983. 
SALT  II,  however,  does  not  in  any 
way  restrict  us  from  developing  and 
deploying  a  new  missile  system. 

SALT  II  foes  will  have  to  come  up 
with  better  arguments  than  they  have 
so  far  to  justify  its  repudiation. 

DISCOURAGING  DEBATE 

The  Carter  Administration  quietly 
applauded  Federal  Reserve  Chairman 
Miller's  decision  to  tighten  credit  an- 
other notch.  The  great  "Debate"  be- 
tween the  Fed  and  the  White  House 
had  been  whether  or  not  the  Fed  had 
squeezed  enough  to  induce  the  desired 
slowdown  in  the  economy. 

What  is  disheartening  here  is  the 
assumption  by  both  sides  that  the  only 


way  to  lessen  the  current  bout  of  infla- 
tion is  to  lessen  economic  activity. 

But  the  history  of  the  past  decade 
and  a  half  clearly  indicates  that,  while 
an  economic  contraction  can  tempo- 
rarily slow  down  the  rise  in  prices,  it 
doesn't  cure  it. 

The  cure  ultimately  lies  with  greater 
productivity  and  innovation,  and  they 
will  be  hard  to  get  until  the  problems  of 
too-high  taxation  and  suffocating  regu- 
lation are  firmly  dealt  with. 

Unfortunately,  the  most  promising 
step  in  this  direction,  the  Kemp-Roth 
bill  (which  would  cut  personal  tax 
rates  by  30%  over  a  four-year  period) 
is  dead  for  this  session  of  Congress. 
Most  financial  "experts"  still  believe 
that  reducing  tax  rates  will  create 
more  inflation.  They  ignore  the  fact 
that  inflation  raises  people  into  higher 
brackets.  That  indirect  tax  increase, 
combined  with  the  enormous  hikes  in 
the  Social  Security  levy  that  are  begin- 
ning to  come  on  stream,  will  effec- 
tively raise  personal  taxes  some  $100 
billion  in  the  next  four  years. 

Current  rates,  moreover,  are  chan- 
neling billions  of  dollars  from  produc- 
tive investments  into  tax  shelters, 
tax-exempt  bonds  and  so-called  col- 
lectibles, such  as  art,  gold,  stamps, 
coins  and  jewelry. 

That's  the  kind  of  question  Washing- 
ton should  be  addressing  itself  to  now. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind. — MSF 


Making  Sure 

In  Britain  the  trade  unions  can  rightly 
claim  that  capitalism  is  inefficient,  be- 
cause they  make  sure  it  is  inefficient. 
Ford  workers  in  Britain,  using  exactly 
the  same  assembly  line  machinery  as  in 
West  Germany,  produce  between  20% 
and  50%  fewer  automobiles. 

— historian  Paul  Johnson 

Nostalgia  and 
National  Security 

It  is  not  difficult  to  understand  why  we 
base  our  national-security  policy  on  nos- 
talgia rather  than  reason.  The  power  of 
the  modern  nation  state  that  appeared 
some  400  years  ago  has  been  based  on  its 
war-making  capacity.  It  made  a  substan- 
tial difference  whether  Germany  or 
France  had  more  troops,  whether  Britain 
had  more  dreadnoughts  than  Germany. 
But  even  before  the  dawn  of  the  nuclear 
age,  the  destructiveness  and  expense  of 
warfare  had  grown  to  such  a  point  that 
victory  on  the  battlefield  was  a  hollow 
triumph. 

Britain  exhausted  itself  "winning" 
World  War  I,  and  the  sun  set  forever  on 
the  British  Empire  after  it  repeated  the 
triumph  almost  30  years  later.  Germany 
and  Japan  have  done  better  than  the  vic- 
tors. When  we  contemplate  nuclear  war 
we  fall  into  the  trap  of  thinking  about 
stockpiles  of  city-destroying  bombs  as  if 
they  were  a  protection,  like  a  wall. 

— Richard  J.  Barnet, 
Institute  for  Policy  Studies, 
in  the  NY  Times  Magazine 

Cose  11  Knows  "Who  I  Am" 

"I'm  58  years  old  and  I  know  who  I 
am.  Most  people  in  this  business  don't," 
[said  Howard  Cosell].  His  contract  was 
up  for  renewal.  "Fred  Silverman  would 
give  me  the  building  if  I  went  over  there 
[to  NBC]  but  I've  been  here  so  long,  I 
know  Roone  [Arledge  at  ABC]  so  well, 
and  I  don't  really  want  to  leave.  But  I've 
told  them  I'm  not  doing  any  wrist- wres- 
tling championships  from  Las  Vegas. 
Not  any  more." 

— James  Brady, 

Advertising  Age 

Tourists 

When  you  get  a  number  of  people  far  in 
thought  and  distance  from  their  homes, 
there  are  bound  to  be  consequences, 
some  regrettable.  If  tourism  is  primarily 
for  escapism,  then,  like  all  escapees,  a 
tourist  on  the  loose  must  be  deemed  dan- 


gerous until  proven  otherwise.  .  .  .  Idi 
Amin  once  remarked  that  the  ideal  form 
of  tourism  for  Uganda  would  be  to  have 
collectors  greet  arriving  aircraft,  relieve 
visitors  of  their  cash  and  send  them 
packing  on  a  return  flight. 

—Grant  McCall, 
Pacific  Islands  Monthly 

Discovery,  Adventure, 
Understanding 

The  famous  Victorian  Age  explorers 
were  conquering  little  more  than  their 
own  ignorance;  the  doughty  Columbus 
"discovered"  a  hemisphere  that  was  al- 
ready populated  and  the  home  of  high 
civilizations.  If  we  sometimes  feel  that 
the  last  mountain  has  been  climbed,  the 
last  ocean  crossed,  the  last  river  named, 
the  last  tribe  encountered,  we  have  only 
begun  to  understand  what  has  been  dis- 
covered. And  the  spirit  of  pure  adventure 
survives. 

— Gilbert  M.  Grosvenor,  editor, 
National  Geographic 

Tilting  with  Windmills 

A  windmill's  effect  on  its  owner  is 
powerful  and  seductive.  All  you  have  to 
do  is  buy  it,  raise  it,  point  it  toward  the 
wind,  switch  on  the  lights,  and  relax — a 
quid  free  of  a  quo,  jubilee! 

Well,  it  isn't  that  easy.  I  heat  my  house 
with  oil  and  cook  with  gas.  My  lights, 
television  set  and  stereo,  well  pump,  re- 


frigerator, freezer,  washer  and  dryer, 
few  power  tools — these  cost  me  slightl; 
more  or  less  than  700  kilowatt-hours  pe 
month.  But  to  obtain  the  same  amoun 
of  energy  through  wind  power,  assuming 
a  windy  enough  location,  would  require ; 
capital  investment  of  about  $16,500. 

—Geoffrey  Wolff,  Questllt 


Tempter  to  Thomas  Becket: 
leave  you  to  the  pleasures  ojl 
your  higher  vices,  which  will] 
have  to  be  paid,  far  at  highet\ 

prices." 

— T.S.  Eliot,  "Murder  In  the  Cathedral*  I 


Big-Money  Business? 

Smuggling  on  such  a  large  scale 
seemed  more  like  a  business  coup  than  i 
crime. 

— Graham  Greene 
Travels  with  My  Aunt 

Pampered  Lady 

Back  in  Washington,  Mariorie 
[Merriweather  Post]  hurled  herself  into 
the  more  routine  war  work  of  American 
women  with  leisure.  While  rolling  ban 
dages  at  the  Red  Cross  she  made  a  re 
mark  to  the  woman  working  next  to  her 
that  has  become  a  permanent  part  oj 
Washington  lore.  Surely  it  takes  some 
sort  of  prize  for  a  succinct  evocation  of 
an  altogether  unearthly  existence. 

"Tell  me,  what  time  is  it,  dear?"  she 
asked.  "They  forgot  to  wind  my  watch 
this  morning." 

— from  Heiress,  William  Wright 


"The  stock  market  opened  at  eight  twenty-eight  today,  dropped 
to  zero  in  early-morning  profit-taking,  but  rallied  in  the  after- 
noon to  close  at  eight  forty — up  twelve  points. " 

Drawing  by  Dana  Fradon;  ©  1978  The  New  Yorker  Magazine  Inc. 
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Imagine  tomorrow  as 
a  ribbon  of  sunshine. 


Solar  energy  won't  really  come  of  age  until  it's 
competitive  in  price  for  the  big  energy  jobs,  like 
running  factories  and  lighting  whole  cities  after  dark. 

Making  the  sun  more  cost  efficient  is  an  exciting 
challenge.  Which  is  why  one  of  our  subsidiaries  is 
spending  $30  million  on  development  and  pilot  pro- 
duction of  electricity  from  solar  cells  made  from 
silicon  ribbons.  The  process,  with  no  moving  parts, 
converts  the  sun's  rays  directly  into  kilowatts.  Not 
cheaply  yet,  but  we're  hopeful. 

We're  also  realists.  Which  is  why  we  keep  reminding 
people  that,  despite  Sun  Days  and  other  drum- 
beating  for  01'  Sol,  practical  solar  energy  is  not  here 
now.  Not  for  the  big  energy  jobs.  In  the  decades  while 
it's  being  brought  to  economic  reality,  America  will 
need  all  the  oil,  natural  gas,  coal,  and  nuclear  power 
it  can  get.  And  a  national  energy  policy  that 
encourages  energy  producers. 

So  shortages  can  be  anticipated  and  avoided.  So 
America's  tomorrow  will  be  even  brighter  than  today. 


©1979  Mobil  Corporation 


Mobil 

Speaking  out  for  tomorrow. . .  today 


II 


To  create  the  ideal  light 
we  had  to  improve 
on  the  original 

To  create  eye-pleasing  light,  man  has  always  looked  to  the  sun  for 
guidance. 

At  Westinghouse,  we  did  it  the  other  way  around.  We  looked  at  the 
eye.  And  made  such  a  dramatic  discovery  that  we  had  to  look  away  from 
the  sun  and  start  anew. 


The  sun  and  conventional  lamps  produce  light  made  from  all  colors  of 
the  spectrum.  But  we  found  that  our  eyes  respond  best  to  light  made  from 
only  three  colors:  red/orange  H  green  ■  and blue/violettM.  So  that's  the 
light  our  Ultralume™  fluorescent  lamps  produce. 

Under  Ultralume,  colors  appear  richer.  Textures  and  fine  details  seem 
clearer  than  ever  before. 

Ultralume  is  the  first  fluorescent  that  delivers  the  light  our  eyes  prefer 
to  see.  Because  once  again,  Westinghouse  has  looked  at  an  old  problem  in 
a  new  light. 


Westinghouse 


A  powerful  part  of  your  life. 


Chromalloy  means  strength  to  America. 


The  Home  Insurance  Company  means  strength 

to  Chromalloy. 

American  business  turns  to  The  Home  for 
innovative,  dependable  protection. 

The  Home  Group,  Inc. 

A  City  Investing  Company 

The  Home  Insurance  Company  •  The  Home  Indemnity  Company 


Forbes 


Will  big  banks  cross  state  lines  and  battle 
verywhere  for  business?  Possibly — but  only 
her  the  smaller  banks'  dead  bodies. 


Congress  gets  a 
hot  potato 


By  Jerry  Flint 

^  mac i x  e  New  York's  Citibank  taking 
deposits  from  farmers  in  Des 
™  Moines,  and  Bank  of  America  cash- 
lg  Social  Security  checks  in  Miami 
each.  That  prospect — truly  national  fi- 
ancial  institutions  opening  branches 
'herever  there  is  a  market — may  now  be 
loser  to  reality  than  at  any  time  in  the 
ast  half-century. 

The  dream  is  not  new — the  giant 
anks  have  wanted  to  vacuum  up  the 
ation's  loose  change  with  national 
ranching  for  years.  But  it  won't  happen 
'ithout  a  fight  as  the  nation's  small  and 
ledium-size  banks,  with  the  law  on 
leir  side,  struggle  to  protect  their  teller 
Endows.  Both  sides  are  high  on  claims 
n  just  what  the  collapse  of  geographical 
ranching  barriers  will  mean. 

"Competition  almost  always  benefits 
le  customer,"  says  Lawrence  M.  Small, 
tecutive  vice  president  of  Citibank. 
What  would  you  rather  have,  one  busi- 
ess  you  can  only  do  business  with,  or  a 
>t  who  are  fighting  for  your  business?" 
'e  talks  of  bringing  the  advantages  to 
le  nation  of  Citi's  24-hour-a-day  money 
lachines  and  international  expertise. 

"They're  eager  to  take  in  deposits," 
aymond  D.  Campbell,  president  of  the 
'berlin  (Ohio)  Savings  Bank  Co.,  argues 
ack,  "but  not  eager  to  make  loans." 
/hat's  more,  such  national  banking 
ould  make  control  remote  from  the 
astomers  and  that  wouldn't  help  ser- 
ice,  he  says.  "We  could  sell  out  to  a 
olumbus  bank,  and  become  a  branch. 


Citibank's  Lawrence  M  Small 


Walter  Wriston  gets  tickets,  too. 

The  Columbus  bank  sells  out  to  a  New 
York  bank,  so  we'd  be  a  branch  of  a  New 
York  bank.  And  it  sells  out  to  a  bank  in 
Japan  and  we  become  a  branch  of  that," 
he  says  sarcastically.  "Listen,  if  we're 
not  really  serving  the  people  here,  our 
directors  and  officers  are  going  to  hear 
about  it,"  says  Campbell,  who  is  also 
president  of  the  Independent  Bankers 
Association  of  America. 

Both  sides,  clearly,  are  arguing  their 
own  self-interest.  The  we're-just-local- 
folks  banks  are  not  necessarily  small 
hometown  institutions;  many  are  good- 
size.  Nor  are  the  giant  banks  necessarily 
highly  centralized;  usually  they  allow 
their  local  managers  a  large  degree  of 
autonomy.  But  it  is  also  true  that  the 
mammoth  banks  like  Citibank,  Chase 


and  Morgan  have  clout  that  might  easily 
clobber  their  local  and  regional  competi- 
tors. Whatever  the  overall  public  inter- 
est, some  customers  would  probably 
benefit  from  the  convenience  of  national 
banking.  But  is  concentrating  more  fi- 
nancial power  in  a  handful  of  giant  mon- 
ey-center banks  risky? 

"When  Walter  Wriston  [Citibank's 
chairman]  drives  on  the  highway,  where 
he  doesn't  obey  the  speed  limit  he  gets  a 
ticket,"  says  Citibank's  Small.  "In  terms 
of  concentration  of  power,  show  me 
where  some  terrible  abuse  has  occurred 
by  allowing  greater  competition."  Where 
statewide  branching  is  allowed  "the  good 
ones  are  thriving";  only  poor  ones  suffer, 
he  says.  "Some  bankers  are  just  afraid  of 
free  competition." 

What's  going  to  happen?  There  are  no 
guarantees,  but  the  pot  is  bubbling: 

•  A  federal  court  in  Washington,  D.C. 
ruled  that  bank  loan-production  offices 
scattered  around  the  country  by  people 
like  Citicorp  are  in  effect  branches  and 
illegal,  a  decision  the  Comptroller  of  the 
Currency  says  he  will  appeal  and  which 
pressures  Congress  to  consider  the 
branching  issue. 

•  In  the  opposite  direction,  the  Federal 
Reserve  Board  is  moving  to  expand  dra- 
matically the  activities  allowed  by  "Edge 
Act"  banks.  These  are  national  branches 
specifically  allowed  but  limited  to  inter- 
national banking. 

•  A  major  study  is  being  prepared  by 
the  Treasury  Department  on  proposals 
for  extending  national  branching. 

More  pressure  for  change  comes  from 
moves  of  foreign  banks  into  the  U.S. — a 
Hong  Kong  bank  can  buy  a  New  York 
bank,  but  under  U.S.  law,  a  bank  head- 
quartered in  San  Francisco  can't,  John  G. 
Heimann,  the  Comptroller  of  the  Cur- 
rency, noted  recently.  Then,  there  is  a 
statement  from  the  Carter  Administra- 
tion that  there  is  "no  logical  basis"  for 
the  continued  ban  on  interstate  branch- 
ing in  major  metropolitan  areas,  and  also 
the  Federal  Home  Loan  Bank  Board's 
push  to  allow  Washington,  D.C.  savings 
and  loans  to  move  into  Maryland  and 
Virginia. 

Significant,  too,  is  a  recent  federal  ap- 
peals court  decision.  It  ruled  as  illegal  a 
whole  range  of  activities  that  were  blur- 
ring the  traditional  boundaries  in  bank- 
ing: checking  accounts  (share  drafts)  of 
credit  unions,  automatic  fund  transfers 
(from  savings  into  low-balance  checking 
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accounts)  of  commercial  banks,  and  off- 
premise  electronic  terminals  of  savings 
and  loan  institutions.  Other  bank  issues 
are  at  a  point  of  confrontation,  such  as 
the  debate  over  Regulation  Q — the  limits 
on  interest  paid  to  savers. 

Congress  is  reluctant  to  take  on  tough 
issues  like  these  unless  forced  to,  because 
both  the  big  banks  and  the  smaller  banks 
have  huge  political  clout.  But  with  all 
these  unanswered  questions  hanging  in 
the  air,  Congress  may  have  no  choice  but 
to  resolve  them  with  new  legislation. 
Then  the  legislators  will  be  facing  the 
issue  of  edging  into  national  banking  and 
how  to  protect  the  interests  of  the  small- 
er banks. 

"The  fact  is  that  in  many  respects  you 
have  national  branching  already,"  says 
Heimann.  He  notes  that  banks  can  lend 
money  across  state  lines,  and  "purchase" 
money  interstate  too;  it  is  only  the  de- 
posit-taking ability  that  is  limited.  Major 
banks  have  opened  a  variety  of  national 
offices  that  skirt  the  branching  ban: 
loan-production  offices,  finance  com- 
pany offices,  mortgage  operations  and 
the  like;  Citibank  has  321  of  these  of- 
fices outside  of  New  York  State.  In  addi-. 


Banking  laws  that  control  national  branching 

The  McFadden  Act  of  1927  forbids  a  bank  from  opening  a  branch  outside  its 
home  state  (except  for  service  offices  and  agencies). 

The  Banking  Act  of  1933  (Glass-Steagall)  broadened  the  branching  power  of 
nationally  chartered  banks  but  continued  to  bar  interstate  banking. 

The  1956  Douglas  Amendment  prohibited  multibank  holding  companies 
from  chartering  or  acquiring  a  bank  in  another  state.  In  1970  the  amendment 
was  extended  to  cover  one-bank  holding  companies,  in  effect  prohibiting 
interstate  expansion  of  banking. 

Such  is  the  political  power  of  small  banks. 

On  the  other  hand,  in  1919  the  Edge  Act  allowed  banks  to  establish  special 
subsidiaries  outside  their  home  states  to  engage  in  limited  international 
banking  activities.  These  banks  may  accept  deposits  and  extend  loans  only  if 
they  are  directly  related  to  certain  international  transactions.  They  can't 
conduct  any  domestic  business.  — J.F. 


To, 


tion,  Sears,  Roebuck  has  credit  card  hold- 
ers, a  savings  and  loan  association,  a 
giant  insurance  business,  a  mutual  fund, 
a  mortgage  business  and  lending  oper- 
ation. Sears  itself  has  the  potential  to 
become  a  national  banking  operation. 

"Congress  should  first  consider  permit- 
ting branching  for  all  federally  insured 
institutions  within  natural  market  areas 
even  when  they  cross  state  lines,"  says 
Heimann.  It  should  also  consider  repeal- 


The  Central  Intelligence  Agency  is  in  the  pub- 
lishing business,  but,  no,  the  publishing  ven- 
ture isn't  a  cover  for  covert  activities. 


For  sale: 
CIA  information 


Psst,  buddy,  want  to  buy  a  hot  Cen- 
tral Intelligence  Agency  report? 
For  only  $225  a  year,  just  about 
anyone  from  Manhattan  to  Moscow  can 
have  enough  of  them — 150  to  160  ti- 
tles— to  fill  a  library  shelf.  And  they 
won't  go  to  jail  for  it. 

Among  the  Central  Intelligence  Agen- 
cy's best  kept  secrets  is  its  seven-year 
foray  into  the  publishing  world.  Oddly 
enough,  while  the  fictional  adventures  of 
spies  such  as  James  Bond  are  enormously 
popular,  practically  no  one  wants  to  buy 
the  CIA's  real-life  reports.  The  Library  of 
Congress  sells  the  entire  CIA  series  to 
only  3 1 9  individuals  and  about  1 25  of  the 
nation's  libraries. 

Why  don't  the  booklets  sell?  For  one 
thing,  the  agency  doesn't  push  them. 

3.4 


"We  just  make  the  information  available 
to  the  public,  we're  not  interested  in  who 
reads  or  pays  for  them — we  leave  that  to 
our  distributory  channels,"  says  one  CIA 
spokesman. 

The  subjects  the  CIA  reports  on  in- 
clude, for  example,  East  African  Desert  Lo- 
cust Threat  Increasing;  Sotiet  Tin  Industry: 
Recent  Developments  and  Pnospects 
Through  1980;  The  Refugee  Resettlement 
Problem  in  Thailand;  and  Directory  of  the 
Hungarian  People's  Republic  The  books 
are  often  heavy  with  three-color  charts, 
bar  graphs  and  statistical  tables.  The  CIA 
also  publishes  maps  and  atlases  of  foreign 
countries  (such  as  Polar  Regions  Atlas). 

Don't  look  for  secret  information  in 
the  reports.  It  isn't  there.  The  agency 
says  the  information  in  its  for-sale  book- 


ing rules  blocking  interstate  bank  acq  uisa 
tions,  and  phasing  in  interstate  bankinj 
through  multibank  holding  companies 
Heimann  seems  to  be  saying  that  we  will 
get  national  banking — but  gradual  lyl 
"The  trend  is  in  that  direction,  towar<| 
deregulation,"  says  a  BofA  official. 

Of  course,  1980  is  an  election  year! 
which  doesn't  bode  well  for  controversial 
legislation.  But  then  1981  isn't  all  thaf 
far  away  either.  ■ 

m 


lets  has  been  requested  by  a  Congress 
man  or  "policymaker"  in  the  govern 
ment.  It  is  little  extra  bother  to  prin 
more  copies  for  the  public.  Subscnptioi 
charges  cover  all  handling  expenses. 

"The  publications  provide  the  Ameri 
can  people  with  information  gleane 
from  the  CIA's  worldwide  research  proj 
ects  and  otherwise  unavailable,  "say: 
CIA  spokesman  Dale  -Peterson.  Th 
agency  got  into  the  business  of  selling  it 
internal  research  reports  in  1972,  in  re 
sponse  to  what  the  agency  optimisticall 
perceived  as  a  public  demand. 

How  to  get  the  reports?  The  Library  c 
Congress  handles  subscriptions  for  thJ|>:ar 
entire  150  to  160  titles  a  year.  The  Com 
merce  Department's  National  Technica 
Information  Service  (NTIS)  sells  single 
copies  for  from  $4.75  to  $28,  or  sells 
subscriptions  to  smaller  report  series.  Foi 
example,  $160  buys  the  40-report  series 
on  "All  Communist  Countries,"  and  $6C 
buys  Economic  Indicators  Weekly  Rerien 

Subscribers  include  "business  execu- 
tives, professors,  ex-CIA  agents  whd 
want  to  keep  up  with  the  latest  develop 
ments  in  their  field,  large  investment! 
firms,  banks,  oil  cartels,  gasoline  compa- 
nies, chiefs  of  state  and  foreign  embas- 
sies from  Moscow  to  Peking,"  says  Don 
nie  Draughon  of  the  Library  of  Congress. 

Not  making  the  best-seller  lists  doesn 
seem  to  concern  any  of  the  parties  in- 
volved.  "The  Library  of  Congress  is  not  - 
trying  to  make  money  by  soliciting  sub 
scriptions,  but  is  simply  trying  to  fulfill  d  " 
public    need    for    information,"  says' 
Draughon.  "We  are  professional  hbrar 
ians — not  subscription-mongers."  ■ 
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By  Pern  Schumer 


"he  taxpayers  are  financing  a  muscle-huild- 
ng  program  for  women.  Physical  culture? 
\fo,  it's  affirmative  action. 


Life,  liberty  and 
the  pursuit  of 
muscle  power 


gheny  County  women  ranging  in  age 
from  19  to  40,  most  of  them  young  wel- 
fare mothers,  participate  in  the  program. 
They  must  pass  a  battery  of  tests  and 
appraisals  before  being  accepted  into  the 
program  and  must  be  underemployed  or 
unemployed,  with  a  high  school  diploma 
or  equivalent. 

During  the  14-week  program,  they 
spend  three  mornings  a  week  at  the  Y 
and  are  paid  $2.50  an  hour.  "The  Pitts- 
burgh Steelers  do  this  kind  of  thing  but 
they  get  a  lot  more  money  than  we  do," 
laughs  one  of  the  trainees.  From  8  a.m. 
until  9:30  they  walk,  jog,  climb  and  ride 
stationary  bicycles  to  build  stamina  and 
strength.  CETA  has  also  purchased  a 
$4,000  machine  called  a  hydragym  to 
strengthen  muscles  used  in  lifting  and 
hauling.  "It's  the  same  as  weights,  but 
you  don't  have  all  the  banging  and  clang- 
ing," says  Jody  Cole,  YWCA  director  of 
health,  physical  education  and  recrea- 
tion. "It  works  like  a  shock  absorber. 
Most  women  lack  the  upper-arm 
strength,  and  that's  what  this  machine  is 


ANCY  Stevens,  39,  wipes  her 
\\M  brow,  takes  a  deep  breath,  and 
L  ^  stares  at  the  65-pound  steel-en- 
ased  brick  that  sits  before  her.  Then  she 
:oops,  determinedly  grasping  it  with  her 
nail  hands.  Her  thin  arms  trembling, 
sing  all  the  power  in  her  135-pound 
ame,  she  grunts  softly,  heaves  the  brick 
ver  her  head,  takes  three  precarious 
:eps  and  places  the  brick  on  a  shelf, 
lancy  Stevens  is  in  training  for  a  job  in  a 
ittsburgh  steel  mill. 
"At  first,  my  husband  thought  I  was 
ff  on  another  tangent,  like  when  I  took 
p  crocheting  and  knitting,"  says  Ste- 
ens,  welfare  recipient,  mother  of  four 
id  grandmother  who  has  already  com- 
leted  seven  weeks  of  muscle  building. 
He'd  feel  more  secure  if  I  were  sitting  in 
a  office  typing  or  if  I'd  become  a  nurse, 
ecause  they're  accepted  fields  for  wom- 
a.  But  he  and  the  kids  have  seen  how 
ly  attitude  has  improved  with  the  pro- 
ram.  The  kids  say,  'Mommy  is  singing 
^ain,  Mommy's  happy 
^ain.'  " 

Mrs.  Stevens'  new  happi- 
ess  is  taxpayer  financed, 
aid  for  by  a  $34,500  Com- 
rehensive  Employment  & 
raining  Act  (CETA)  grant, 
he  federal  government  is 
lvolved  because  its  courts 
ave  ordered  that  20%  of  the 
eel  industry's  entry-level 
roduction  and  maintenance 
bs  be  filled  by  women.  The 
eel  companies  have  had 
ouble  keeping  women  be- 
iuse  the  work  is  so  phys- 
ally  hard.  This  triggered  the 
derally  sponsored  body- 
jilding  course. 
The  CETA  money  under- 
rites  the  course,  which  is 
in  by  the  Greater  Pittsburgh 
Dung  Women's  Christian 
ssociation.  About  25  Alle- 


Job  trainee  Nancy  Stevens  working  out  in  a  YWCA  gym 
Putting  muscle  into  affirmative  action. 


for."  From  10  until  noon,  the  women 
take  a  job  readiness  training  course  to 
prepare  for  the  job  psychologically. 

As  laborers  in  the  steel  mill,  the  wom- 
en might  be  lifting  100-pound  sacks  and 
carrying  them  50  yards,  or  climbing 
heights  of  50  to  60  feet.  They  might  also 
lift  40-pound  clamps  in  extremely  hot 
temperatures,  or  swing  10-pound  sledge 
hammers  in  a  gritty  and  dirty  area. 

Why  would  any  woman  want  to  sub- 
ject herself  to  such  conditions?  "Mon- 
ey," says  19-year-old  Denise  Arter.  "Just 
really  for  the  money.  My  fiance"  can't 
work  and  keep  up  with  school  at  the 
same  time.  Welfare  payments  of  $123.50 
every  two  weeks  just  aren't  enough.  So,  I 
really  want  a  good-paying  job." 

Steel  mill  work  does  pay  well:  The 
starting  pay  for  a  laborer  in  the  mills  is 
close  to  $7  an  hour,  not  including  shift 
differentials,  overtime  pay  and  cost-of- 
living  adjustments.  Last  year,  the  aver- 
age labor  cost  for  a  steelworker  was 
$15.48  an  hour  including  some  of  the 
best  pensions  and  vacations  in  all  indus- 
try. In  the  past,  when  these  women  have 
worked,  it  has  generally  been  for  the 
minimum  wage. 

But  the  pay  isn't  quite  the  bonanza  it 
sounds.  "Most  of  the  graduates  hear 
$14,000  and  think  it's  the  end  of  the 
rainbow,"  says  Peg  Morgan,  public  rela- 
tions officer  for  the  county  YWCA.  "But 
once  they  lose  their  public  assistance, 
they  don't  get  food  stamps  and  their  rent 
is  raised.  Then  they  realize  there  is  a 
limit  to  what  they  can  spend."  But  they 
are  off  welfare  and  contributing  to  the 
economy — which  is  what  CETA,  at  its 
best,  is  all  about. 

The  women  enroll  in  the  training  pro- 
gram with  no  guarantee  of  a  job.  Of  the 
12  women  who  completed  the  first  ses- 
sion, 1 1  now  hold  jobs  at  U.S.  Steel  Corp. 
Boasts  feanne  Entwistle,  the  YWCA's 
job  readiness  training  instructor,  "We've 
taken  1 1  women  off  welfare 
rolls."  U.S.  Steel  says  the 
women  are  still  in  their 
three-month  probationary 
period  and  it  is  too  soon  to 
evaluate  their  performance. 

Why  don't  the  steel  com- 
panies build  the  ladies'  mus- 
cles themselves?  "It's  their 
mandate  to  hire  women," 
says  the  YWCA's  Entwistle. 
"But  the  company's  attitude 
is,  you  give  me  the  trained 
women  and  I'll  hire  them." 
The  YWCA  is  asking  CETA 
for  $200,000  next  year  to  ex- 
pand the  program. 

What  about  the  men  who 
won't  get  the  steel  jobs?  The 
concept  might  produce  its 
own  Bakke  case,  but  such  is- 
sues arise  when  affirmative 
action  and  taxpayers'  dollar^ 
are  mixed.  ■ 
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Lever  Brothers  is  hemorrhaging  badly.  When 
will  its  huge  parent,  Unilever,  do  something? 


Blood  in  the 
soap  dish 


By  Geoffrey  Smith 


Unilever  is  absolutely  crazy  not 
to  do  something,"  says  Charles 
Fredericks  Jr.,  president  and  chief 
operating  officer  of  Wells,  Rich,  Greene 
Inc.,  a  leading  New  York  advertising 
agency.  "I  worked  on  the  Lever  Brothers 
account  for  years  and  I  could  never  un- 
derstand why  Unilever  didn't  make  a 
move — why  they  were  afraid  to  make  a 
change  at  Lever  Brothers." 

There's  no  doubt  that  Lever  Brothers 
Co.,  the  wholly  owned  U.S.  subsidiary  of 
the  $20  billion  (sales)  Anglo-Dutch 
household  products  giant  Unilever,  is  in 
trouble.  Last  year  Lever  sold  over  $860 
million  worth  of  Wisk  liquid  laundry  de- 
tergent, Imperial  margarine,  Dove  bar 
soap,  Lux  Liquid  dishwashing  detergent, 
All  detergent  and  Aim  and  Close-up  clear 
gel  toothpastes.  But  Lever,  whose  profits 
have  for  years  been  way  below  the  U.S. 
household  products  industry  norm,  lost 
$23.6  million  pretax  in  the  process. 

Unilever's  worldwide  sales  volume  is 
equal  to  that  of  Procter  &  Gamble,  Col- 
gate-Palmolive, Bristol-Myers,  American 
Home  Products  and  Norton  Simon  com- 
bined This  great  multinational  didn't  get 
so  big  by  being  slothful.  So,  U.S.  soapers 
are  waiting  for  the  ax  to  fall.  Surely  such 
losses  will  finally  prod  the  giant  into 
corrective  action. 

"It  has  always  amazed  me  how  great 
Unilever  is  and  how  poor  Lever  Brothers 
is,"  says  a  ten-year  veteran  of  Procter  & 
Gamble.  "But  now  with  this  loss  an- 
nounced last  year — I  can't  imagine  that 
being  allowed  to  continue.  Unilever  is 
too  good  a  company  for  that." 

Is  Unilever's  ailing  U.S.  offspring 
about  to  get  a  long  overdue  parental  talk- 
ing to?  All  requests  for  interviews  were 
politely  refused  at  the  company's  hand- 
some skyscraper  headquarters  fronting 
on  Rotterdam's  s'Jacobplein  and  at  their 
imposing  crescent-shape  granite  com- 
mand post  at  the  foot  of  the  Embank- 
ment near  Blackfriars  in  London.  Yes, 


and  also  at  their  gleaming  green  glass 
tower  on  New  York's  Park  Avenue.  Le- 
ver-Unilever just  isn't  talking  these  days. 

But  there  are  unmistakable  signs  none- 
theless that  U.S.  operations  now  have 
top  priority  at  Unilever.  In  January,  at  a 
Brussels  conference  on  strategies  for  the 
Eighties  for  Europe's  most  prestigious 
corporations,  Unilever's  director  for  cor- 
porate development — one  Henk  Meij — 
strongly  emphasized  the  company's  ex- 
pansion plans  in  the  U.S.  It  wasn't  just 
that  Unilever  expects  the  U.S.  economy 
to  grow  at  a  faster  clip  than  Europe's, 
which  may  decline  below  prior  levels,  he 
said.  Or  the  partial  nationalization  in 
Zaire  and  Nigeria.  Meij  stressed  Uni- 
lever's low  market  share  and  declining 
profits  in  the  U.S. — the  country  where 


the  company's  main  competitors  aij 
based  and  where  most  innovations  i 
household  products  come  from.  As  f( 
Lever  Brothers  .  .  .  well,  considerable  aifcV; 
tention  was  being  paid  to  getting  thind  0 
straightened  out  there,  he  said. 

The  numbers  in  Unilever's  1978  annu 
al  report  point  in  the  same  direction  afte  % 
two  years  of  declining  earnings.  Europe 
where    Unilever    has    roughly    threg  ^ 
fourths  of  its  capital  invested,  still  pro 
duces  58%  of  net  income,  but  Europea: 
profitability  has  repeatedly  been  undei 
mined  by  fierce  price  wars  and  erodin 
earnings  growth.  The  great  hope  ha 
been  Africa,  which  had  been  averagin 
nearly  24%  a  year  earnings  gains  throug! 
the  early  Seventies  (mainly  reflecting  Ni 
geria's  booming  economy)  and  by  197 
was  contributing  24%  of  Unilever's  earn 
ings.  North  America  was  just  an  also-ran 
In  1976  Unilever  had  almost  exactly  th 
same  amount  of  money  invested  in  Afri  (mp 
ca  as  in  North  America  (around  10.4% 
but  earned  twice  as  much  in  Africa 
of  net  vs  just  9%  in  North  America 
year  investment  in  North  America  ha< 
jumped  to  13.4%  and  dropped  in  Afric 
to  8.7%  (reflecting  Nigerianization).  Bu 
Africa  was  still  twice  as  profitable  at  it 
reduced  level  (15%  of  net  income  vs.  jus 
6.4%  for  North  America).  The  crucia  ihfi 
difference,  of  course,  was  the  red  ink  aJ§Jni 
Lever  Brothers 

Following  the  acquisition  in  Augusj  i: 
1978  of  $370  million  (sales)  Nations 
Starch  and  Chemical  Corp.,  a  leadin 
U.S.  adhesives  producer,  Unilever  set  u 
a  U.S.  holding  company — Unileve 
USA — for  Thomas  J.  Lipton  Inc.  (whic 
became  a  wholly  owned  subsidiary  h 
1946),  National  Starch  and  Lever  Broth 
ers.  Heading  the  U.S.  holding  company  1 
Michael  R.  Angus,  a  highly  regarded  Un 
ilever  director  with  extensive  field  expe 
rience.  There  seems  little  doubt  that  An( 
gus  has  a  clear  mandate  to  turn  Level 
Brothers  arOund.  Significantly,  Thomas 
S.  Carroll,  the  well-liked,  longtime  chie 
executive  officer  of  Lever,  now  reports  tc 
Angus  rather  than  directly  to  the  Uni 
lever  board 

Some  competitors  think  they  are  al  ty 
ready  feeling  some  early  results  of  Uni 
lever's  heightened  interest  in  Leve: 
Brothers.  "Our  field  reports  suggest 
major  new  push  from  Lever,"  says 
George  D.  Evans,  group  vice  president  a' 
Purex.  "There  is  talk  of  changes  in  thei: 
sales  and  marketing  operations." 

Robert  E.  Anderson,  who  was  execu 
tive  vice  president  and  general  manage:  Vis] 
of  the  household  products  division  at  Le 
ver  until  January  of  last  year  when  he  lefi 
to  take  over  marketing  at  R.J.  Reynolds 


remarks:  "I  think  Unilever  has  started  tcpcii 
invest  in  Lever  Brothers  for  the  firs 


time  in  a  long  time. 


Lever  House  on  New  York's  Park  Avenue 
The  wash-day  blues  get  chronic. 


Competitors  don't  find  much  mysterj  m 


as  to  the  immediate  causes  of  Leve 
Brothers'  rising  tide  of  red  ink.  "They're 
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till  quite  heavily  immersed  in  introduc- 
ng  Signal  mouthwash,  which  I  would 
ssume  is  costing  them  considerably," 
ays  Evans.  "They've  apparently  lost 
ome  market  share  in  dry  detergents.  All, 
heir  low-foam  detergent,  must  be  flat  at 
iest.  I  would  suspect  they  are  also  spend- 
ng  a  great  deal  to  protect  their  market 
hare  on  the  one  brand  where  they  are  a 
;ader,  namely  Wisk.  It's  an  extremely 
ompetitive  area  because  liquid  laundry 
etergents  are  growing  faster  than  dry 
etergents.  They  did  an  effective  job  on 
heir  clear  gel  toothpastes  over  five  years 
go  but  those  obviously  would  be  costly 
roduct  introductions  too."  Others  point 
□  Imperial  margarine's  falling  market 
hare  since  the  mid-Sixties. 

To  Evans,  the  mistake  seems  obvious: 
ever  Brothers  is  trying  to  tackle  P&G — 

company  ten  times  its  size — head  on. 
We,"  says  Evans,  speaking  now  of  his 
mployer  Purex,  "have  no  delusions  of 
randeur.  We've  attempted  to  carve  out 
hares  in  specialty  areas  without  taking 
rocter  &  Gamble  on.  I  don't  think  any- 
ody  is  big  enough  to  take  Procter  head 
n — not  even  Unilever." 

Since  Purex  last  year  earned  $22.8  mil- 
on  on  sales  of  $549  million — not  much 
:ss  volume  than  Lever  Brothers — Evans' 
dvice  may  be  worth  listening  to.  As  for 
Inilever  versus  P&G,  consider  this:  Last 
ear  on  sales  of.  $8.1  billion  P&G  netted 
512  million — just  a  shade  less  than  the 
554  million  Unilever  netted  on  nearly 
iree  times  the  volume.  And  while  Uni- 
iver's  cash  reserve  of  $600  million  may 
)ok  huge  in  the  U.K.,  it  doesn't  in  the 
f.S.  where  P&G  keeps  cash  on  hand  to 
le  tune  of  $723  million. 

Former  top  Lever  executives  suggest 
iat  there  was  a  spirited  debate  between 
dvocates  of  a  frontal  assault  on  P&G 
nd  those  favoring  a  flanking  attack  from 
rotected  niches  in  related  fields.  Tom 
Carroll  and  his  former  number-two  man 
ob  Anderson,  both  ex-P&G  men,  were 
lways  on  the  side  of  frontal  assault, 
'hey  won  the  inside  battle  but  lost  the 
utside  war. 

There  may  be  a  lesson  in  this  for  Mike 
Jigus,  the  U.K.  troubleshooter.  "In  the 
ite  Forties  and  mid-Fifties,"  says  one 
uch  ex-Lever  man,  "there  was  a  time 
rhen  Lever  Brothers  was  losing  money 
rid  Unilever  was  understandably  very 
pset.  That  led  to  a  kind  of  rejuvenation 
diich  developed  some  of  the  products 
iat  are  still  very  strong  for  Lever  today: 
>ove  was  one.  Lux  Liquid  was  another, 
/isk  was  a  third.  Imperial  margarine 
ras  a  fourth.  And  they  did  a  very  good 
)b  of  acquiring  All  from  Monsanto.  That 
ras  done  under  the  leadership  of  Bill 
urkhart."  The  point  is  the  financial 
train  of  attacking  P&G  head  on  in 
eavy-duty  detergents  prevented  Lever 
om  fielding  an  adequate  number  of 
roduct  introductions.  Most  of  Lever 
rothers'  main  brands  are  ancient  as 


brands  go.  The  only  two  to  make  it  past 
the  starting  gate  since  the  late  Sixties 
were  Aim  and  Close-up  toothpastes, 
which  with  Pepsodent  now  have  an  es- 
timated 25%  of  the  market  [vs.  45%  for 
P&G  and  25%  for  Colgate).  Tom  Carroll 
played  a  key  role  in  launching  both 
toothpastes.  But  Lever  needs  to  do  far 
more  than  that.  "They  really  should 
have  been  introducing  at  least  one  new 


product  a  year,"  says  Fredericks. 

Sir  David  Orr,  Unilever  chairman  and 
vice  chairman,  knows  all  this.  Orr  suc- 
ceeded William  H.  Burkhart  after  a  one- 
year  interval  as  head  of  Lever  Brothers  in 
1965,  when  Burkhart  reached  mandatory 
retirement.  It  was  also  Orr  who  passed 
the  chief  executive's  baton  to  Carroll  in 
1967.  The  father  giveth.  Will  the  father 
taketh  away?  ■ 


By  Barbara  Ellis 


Spain  is  still  capitalist  but  its  socialists  have 
found  a  way  to  punish  the  well-to-do.  They 
have  forced  the  government  to  open  the  in- 
come tax  rolls  to  the  press  and  public. 


Letting  it  all 
hang  out 


top  rate  on  earnings  is  only  43%,  com- 
pared with  70%  in  the  U.S. 

Like  most  government  regulations, 
however,  Spain's  sunshine  law  for  tax 
data  isn't  without  loopholes.  "We  really 
are  poor,"  said  the  daily  El  Pais,  sarcasti- 
cally pointing  out  that  the  few  million- 
aires the  records  revealed  apparently  had 
trouble  getting  a  1%  return  on  their 
wealth.  For  instance,  Spain's  richest 
man,  Jose"  Maria  Ruiz-Mateos — whose 
family  company,  Rumasa,  spans  bank- 
ing, real  estate  and  wine — listed  income 
of  $62,115  vs.  $131  million  assets. 

The  old  money  ranks  lower  down  the 
tables  than  anyone  had  expected.  One 
Maria  del  Rosario  Cayetana  Fitz  James 
Stuart,  18th  Duchess  of  Alba,  whose  title 
dates  back  to  1472,  owns  enough  of 
Spain  to  be  able  to  travel  across  the  coun- 
try on  her  own  land.  Yet  her  net  wealth 
is  recorded  as  $27  million.  That's  less 
than  half  the  fortune  of  Ramdn  Areces 
Rodriguez,  who  heads  the  $1.2  billion 
(sales)  retail  chain  El  Corte  Ingl&s. 

Savvy  investors  in  Europe  are  starting 
to  see  Spain  as  the  next  place  to  make 
money.  There  are  tough  problems  ahead, 
like  rising  unemployment,  but  the 
March  elections  gave  Premier  Adolfo 
Suirez  a  clear  four-year  mandate  to  con- 
tinue his  program  of  reforms.  High  on 
the  list,  it's  said,  are  incentives  for  equity 
investment — the  kind  that  sen.  the 
French  Bourse  soaring  last  year.  The  re- 
sult of  such  a  boost  for  investors  could 
make  next  year's  tax  returns  all  the  more 
interesting  for  nosy  reporters.  ■ 


In  the  U.S.  a  taxpayer  tells  the  IRS 
what  he's  earned  and  the  news  stops 
there.  It's  different  in  Spain.  There, 
declared  assets,  income  and  tax  due  from 
2  million  citizens  go  on  public  view  six 
days  a  week  at  the  Finance  Ministry. 

What's  more,  starting  this  year,  the 
press  has  a  free  hand  with  the  informa- 
tion. Previously,  magazines  or  newspa- 
pers printing  it  risked  confiscation  for 
breach  of  ministerial  copyright.  Now, 
bullfighters  and  politicians  alike  are  tak- 
ing a  roasting  as  journalists  riffle  through 
the  80  newly  released  tax  tomes  for  1977. 

During  Franco's  rule,  of  course,  such 
disclosure  would  have  been  unthinkable, 
but  in  the  transition  to  democracy  that 
followed  the  end  of  the  dictatorship  in 
1975,  the  impossible  has  happened  more 
than  once.  Two  years  ago  all  political 
parties  joined  in  a  pact  to  ride  out  the 
economic  crisis.  Rightists  traded  reform 
of  the  country's  almost  impenetrable  tax 
jungle  for  left-wing  support  in  holding 
down  wage  rises.  The  result:  Inflation 
dropped  from  26%  at  the  end  of  1977  to 
just  over  16%  a  year  later. 

The  sweeping  revenue  changes  includ- 
ed income  tax  simplification  and  a  new 
levy  on  personal  assets.  Publication  of 
data  from  individual  returns  wasn't  part 
of  the  original  legislation,  but  a  socialist 
amendment  added  it  later.  Despite  the 
pain  of  public  disclosure,  however,  Span- 
iards pay  less  in  direct  imposts  than  any 
other  Europeans  except  the  French.  The 
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Lloyds  of  London  may  know  all  about  ships — 
and  Betty  Grables  legs — but,  apparently,  it 
didn 't  know  very  much  about  computers. 


Lloyd's  biggest 
disaster 


FOB  NEARLY  300  years  underwriters 
at  Lloyd's  of  London  have  been 
selling  insurance  on  risks  that  no- 
body else  will  touch.  Along  the  way,  they 
have  survived  storms,  fires  and  floods, 
dealt  with  assorted  charlatans  and  con 
men — and  enjoyed  reams  of  free  public- 
ity by  writing  a  policy  on  Betty  Grable's 
legs.  Now,  the  venerable  Lloyd's  faces 
what  is  likely  to  become  the  greatest 
single  loss  in  its  history.  The  claims, 
already  set  at  $220  million,  come  in  the 
arcane  field  of  computer  leasing. 

Like  many  high-stakes  tales,  this 
one  begins  in  Texas.  Computer 
leasing  firms  typically  write  seven- 
year  contracts,  but  with  an  out:  The 
customer  may  break  the  lease  after 
three  or  four  years.  In  1973  a  small 
Dallas  leasing  company  asked  its 
U.S.  insurance  buyer  for  protection 
against  getting  stuck  with  equip- 
ment that  came  off  lease  worth  less 
than  the  amount  still  owed  on  it. 
The  request  went  to  Lloyd's  where 
specialist  broker  Peter  Nottage, 
known  for  coverage  on  nonappear- 
ance of  actors  and  cancellation  of 
sporting  events,  put  together  some- 
thing called  a  "I"  policy.  Its  lead 
underwriter  was  a  less  prestigious 
entity,  Edward  Williams,  Coutts  & 
Partners,  once  heavily  involved  in 
thalidomide  claims. 

In  the  eight-page  policy,  Lloyd's  guar- 
antees to  repay  the  original  loan  used  by 
a  leasing  company  to  finance  its  comput- 
er purchase,  taking  as  security  a  claim  on 
the  machine's  residual  value.  Initially, 
premiums  were  as  low  as  7%  of  the 
amount  at  risk,  and  insurance  quickly 
caught  on  among  bank-owned  leasing 
companies  such  as  Bank  Americorp's 
Decimus.  Federal  Reserve  Regulation  Y 
limits  the  residual  values  they  can  as- 
sume when  writing  leases  to  10%  of  a 
computer's  purchase  price,  but  a  Lloyd's 
guarantee  was  a  way  around  that  restric- 
tion. It  helped  the  bank  outfits  compete 
with  independent  leasing  companies — 


especially  on  deals  involving  big  IBM 
370- 158s  and  168s,  which  sold  for  as 
much  as  $5  million  each. 

Soon  other  leasing  companies,  Itel  in 
particular,  started  insuring  their  comput- 
er leases  with  Lloyd's.  Some  contracts 
were  written  with  monthly  rental  fees 
calculated  on  the  assumption  that  a  ma- 
chine would  be  worth  40%  of  its  pur- 
chase price  at  the  end  of  the  lease — a 
highly  unrealistic  assumption  in  a  busi- 
ness where  last  obsolescence  is  the  rule. 


Not  surprisingly,  business  boomed.  In  all, 
Lloyd's  wrote  policies  on  about  $2.4  bil- 
lion worth  of  equipment.  Its  total  expo- 
sure reached  $600  million  on  premium 
income  of  roughly  $75  million.  And 
broker  Nottage  earned  perhaps  $500,000 
in  commissions. 

Then,  in  1977,  a  fast-growing  new 
product  line  for  Lloyd's  turned  into  a 
fast-approaching  disaster.  Rumors  were 
rife  that  IBM  would  introduce  a  new 
generation  of  cheaper,  faster  comput- 
ers— thus  giving  blue  chip  corporate  leas- 
ing customers  a  juicy  incentive  to  break 
leases,  which  would  flood  the  market 
with     used,     out-of-date  equipment. 


Lloyd's  abruptly  stopped  accepting  r 
quests  for  "I"  policies,  but  the  dama^ 
was  already  done.  "I  don't  think  they  ev« 
understood  the  technology  they  wee 
dealing  with,"  says  Parry  Mitchell,  wh| 
runs  a  major  U.K.  leasing  firm.  "A  lot  < 
sharp  guys  saw  this  as  a  real  opportunit 
to  take  the  insurance  boys  for  a  ride." 

IBM's  new-product  announcement  lal 
er  that  year  was  a  clear  signal  th^ 
Lloyd's  was  in  serious  trouble.  Because  < 
the  cut-rate  pricing  that  insurance  a 
lowed  leasing  companies  to  provide,  a 
unusually  large  number  of  giant  comput 
ers  are  under  lease.  Only  now  are  thei 
customers  reaching  the  period  wher 
they  have  an  option  to  break  contract* 
Lloyd's  has  coverage  on  some  700  larg 
machines  in  the  U.S.  alone,  and  alread 
their  market  value  has  dropped  to  one 
third  of  the  purchase  price.  Over  the  pas 
year,  competition  from  newer  IBM  E 
series  units  has  led  to  a  50%  decline  ii 
monthly  rental  rates  for  comparabl 
older  models.  To  sort  out  the  mes$ 
Lloyd's  hired  First  National  Bank  of  Bo 
ton,  which  has  formed  a  special  subsid 
iary  to  help  remarket  these  machines  a 
they  come  off  lease.  Lloyd's  now  esti  |i 
mates  its  computer  leasing  losses  at  $221 
million,  and  the  final  figure  could  be  fa 
larger. 

Despite  the  big  money  involved,  th 
relationship  between  Lloyd's  am  tar 
its  leasing  company  customers  ha 
not  so  far  led  to  any  litigation.  Bu 
the  loss  hits  the  60  underwritin 
syndicates  involved  doubly  hard 
They  saw  themselves  as  msurinj 
against  the  random  cancellation 
leases  rather  than  as  a  major  casu 
alty  of  technological  change 
most  didn't  cover  their  position 
with  reinsurance.  "Our  biggest  pre 
vious  loss  was  hurricane  Betsy  a 
$100  million  gross,  but  it  was  reall 
S30  million  net,"  explains  Murra 
Lawrence,  who  heads  a  working 
committee  of  underwriters  super 
vising  the  leasing  claims.  "With 
this  business,  $220  million  gross 
will  come  a  lot  closer  to  $220  mil 
lion  net." 

Though  the  most  expensive,  that 
is  hardly  the  most  significant  ol 
Lloyd's  present  difficulties.  Competition 
is  heating  up  in  the  form  of  a  new  Nev\f 
York  insurance  exchange,  and  an  embar- 
rassing scandal  is  afoot  involving 
member  syndicate  that  may  have  paicj 
out  millions  in  bogus  claims.  Still,  those 
aren't  reasons  for  tolling  the  Lutine  bell 
the  famous  sound  that  quiets  Lloyd's 
busy  trading  floor  and  marks  the  tragic 
loss  of  a  ship  at  sea.  From  now  on 
however,  perhaps  some  similar  ceremo 
ny  should  be  devised  to  herald  each  IBM 
model  revision — an  event  that  has  dev||u$ 
astated  20th  century  Lloyd's  more  than 
any  maritime  disaster  in  its  300-yeai 
history.  ■ 
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ieres  a  spirited  style  you  don't  often  find  in  a 
nllion-dollar  company.  It's  a  style  that  pro- 
luces  both  big  profits  and  big  problems. 


Itek  running  hard 
on  a  fast  track 


By  Paul  Blustein 


Companies,  like  people,  have  per- 
sonalities: scrappy,  snobby,  bum- 
bling, tough,  flashy  or  dull.  But 
ice  in  a  while  you  meet  a  really  strong 
laracter,  and  in  the  corporate  world 
ich  a  one  is  San  Francisco's  Itel  Corp.,  a 
lajor  factor  in  the  complex  world  of 
ruipment  marketing  and  leasing.  Itel 
lixes  a  lean,  intense  hunger  for  business 
ith  a  great  deal  of  polished  charm, 
ame  rave  about  Itel's  style,  some  envy 
,  some  resent  it.  But  the  bottom  line  is 
lat,  despite  a  slip  or  two — such  as  its 
Lloyd's  problem"  (see p.  38),  Itel's  record 
brilliant. 

Just  over  a  dozen  years  ago,  Itel  didn't 
fen  exist.  Today  it  has  over  $1  billion  in 
>sets.  President  Peter  S.  Redfield,  a  one- 
me  McKinsey  &  Co.  consultant,  start- 
\  the  company  in  1967  in  what  was 
ten  a  sizzling  business:  the  leasing  of 
>M  360  computers.  By  1971,  however, 
le  stock  had  sunk  to  6  from  its  high  of 
7  after  IBM  announced  its  370  line, 
hich  price-obsoleted  the  360s;  Itel 
/entually  choked  down  a  $30  million 
riteoff  on  its  computer  portfolio.  But, 
ilike  many  competitors,  the  company 
covered  smartly.  Last  year  Itel  enjoyed 
cord  profits  of  $47  million  on  revenues 
$689  million,  earning  26%  on  equity, 
ssets  have  burgeoned  from  under  $500 
illion  in  1976  to  $1.3  billion  last  year; 
le  employee  roster  has  grown  from 
000  to  6,400  in  the  past  year  alone. 
To  help  finance  all  this  expansion,  Itel 
cently  undertook  a  borrowing  and 
ock-selling  program  that  raised  over  a 
llion  dollars  in  capital,  mostly  long-term 
ibt — exciting  growth  by  any  standard, 
ot  many  companies  could  have  raised 
lat  kind  of  money  in  today's  market. 
It  has  not  been  growth  without  prob- 
ms,  however.  To  put  it  bluntly:  IBM 
is  struck  again.  In  the  past  two  years 
>M  introduced  new  lines  of  computing 
[uipment  and  slashed  prices  on  old  370 
acbines.    To   make   matters  worse, 


1 979's  first-quarter  results  included  a  $  1 6 
million  loss  in  Itel's  data  services  divi- 
sion that  was  only  offset  by  a  switch  to 
flow-through  accounting  for  investment 
tax  credits.  Itel's  stock  has  sunk  over 
50%  in  the  past  eight  months  to  around 
18,  less  than  five  times  1978  earnings. 
The  market  seems  to  fear  a  repetition  of 
1971.  But  the  situation  is  different. 

A  fast-paced  diversification  program 
in  recent  years  has  produced  an  Itel  that 
deals  in  far  more  than  computers;  among 


pany."  Is  that  bad?  Not  at  all.  Most  finan- 
cial companies  try  ("Who?  Me  sell}")  to 
act  as  if  peddling  their  wares  aggressively 
would  be  unseemly.  At  Itel,  there  are  no 
such  illusions.  It's  a  salesman's  com- 
pany. "I  have  two  friends  who  worked  on 
the  treasurer's  staff  at  Itel,"  says  Pertel. 
"Wouldn't  you  think  that  the  treasurer, 
in  that  organization  would  have  a  very 
powerful  position?  Are  you  kidding? 
These  guys  couldn't  wait  to  get  out — into 
the  operating  side,  the  marketing  side." 

Being  in  Itel's  marketing  force,  for  one 
thing,  means  having  an  adequate  ex- 
pense account;  Itel's  entertainment  for 
customers  is  decidedly  first-class.  And 
Itel  people,  from  the  47-year-old  Redfield 
on  down,  take  pains  to  "sell  them- 
selves." The  company's  exquisitely  fur- 
nished headquarters  at  Embarcadero 
Center  is  famous  for  its  dazzling  secre- 
taries, so  much  so  that  women's  organi- 
zations have  picketed  the  company  for 
its  prohibition  (since  lifted)  of  pants 
suits.  Says  a  San  Francisco  bank  officer 
sourly:  "The  California  narcissistic  ethic 
prevails.  It's  'the  best  and  the  bright- 
est'— not  in  the  traditional  East  Coast 
sense,  but  in  the  California  sense  of  play- 
ing a  good  tennis  game.  Or  having  been 
to  the  fanciest  Mexican  resorts." 

That  comment  is  a  bit  unfair — or  at 
least  incomplete.  An  Itel  salesperson 


Itel  President  Peter  Redfield 

Whipcra.ck.er  over  a  hard-driving  army  of  salesmen  and  de  a  (.makers . 


other  things,  Itel  leases  ships,  containers, 
railroad  cars,  trucks  and  aircraft.  Thanks 
to  inflation,  the  values  of  those  assets  are 
rising  steadily  and  profitably.  Itel  is  ex- 
pected to  have  flat  earnings  in  1979, 
which  is  disappointing  but  nothing  like 
the  red  ink  it  suffered  the  last  time  IBM 
bombed  the  competition. 

The  real  story  of  Itel  isn't  to  be  found 
in  its  latest  quarterly  or  even  annual 
earnings  gyrations,  but  in  its  overall 
management  style.  That  style  explains 
both  the  company's  tremendous  growth 
and  the  setbacks  that  almost  inevitably 
punctuate  it.  All  leasing  companies  deal, 
essentially,  in  the  same  thing,  money. 
What  makes  Itel  different  from  the  oth- 
ers is  style,  drive,  dan. 

"Itel  is  a  marketing  company,"  says 
H.J.  (Chip)  Pertel  of  San  Francisco's 
D'Accord  Inc.,  "not  just  a  financial  corn- 


must  sandwich  tennis  into  a  crammed 
week,  if  not  combine  tennis  and  work. 
Redfield  constantly  pushes  his  best-and- 
brightest  young  marketers — many  of 
whom  are  plucked  from  IBM's  ranks.  An 
Itel  salesman  can  make  a  salary  plus  bo- 
nus of  well  over  $100,000  a  year,  perhaps 
double  what  he  might  make  at,  say,  the 
leasing  subsidiary  of  a  large  bank  or  in- 
surance company.  Then  there  are  the 
perks,  selectively  awarded. 

So  much  for  the  carrot.  Now  for  the 
stick.  A  former  associate  described  Red- 
field  as  a  "yeller,"  meaning  he  is  not 
gentle  with  employees  who  don't  deliver 
by  his  standards.  "You  can  walk  through 
the  offices  and  feel  the  pressure,"  says  a 
former  employee.  Itel  is  ruthless  in  weed- 
ing out  salespeople  who  don't  measure 
up,  and  the  dropout  and  burnout  rate  is 
high  among  those  who  can't  take  the 


)RBES,  MAY  28,  1979 


39 


pace.  Many  topflight  executives  have  left 
to  form  their  own  leasing  companies. 
"Pete  has  created  more  of  his  own  com- 
petition than  he  cares  to  think  about," 
says  the  former  employee. 

Internal  infighting  can  be  fierce,  many 
ex-Itel  men  say.  "People  will  hoard  cus- 
tomer contacts  instead  of  sharing  infor- 
mation," says  one  who  now  competes 
with  his  former  employer.  One  amusing 
story  making  the  rounds  in  computer 
circles  concerns  two  Itel  salesmen  from 
two  different  computer  divisions  who 
were  competing  against  each  other  for 
the  same  account  (not  an  unusual  occur- 
rence, since  Itel  markets  both  IBM  ma- 
chines and  "plug-compatible"  machines 
of  other  makers].  The  two  salesmen,  ac- 
cording to  the  story,  showed  up  at  a 
meeting  of  companies  bidding  for  the 
deal;  bidders  had  been  instructed  to  bring 
performance  bonds  to  guarantee  execu- 
tion. But  the  two  Itel  salesmen  brought 
only  one  performance  bond  between 
them.  The  people  running  the  meeting 
asked  the  other  companies'  representa- 
tives if  they  objected  to  Itel's  two  bids 
being  covered  by  one  performance  bond. 
No  one  raised  any  objection,  the  story 
goes,  except  for  the  Itel  salesman  who 
brought  the  performance  bond:  He  didn't 
want  to  share  it  with  his  colleague. 

That  is  hardly  team-playing,  but  is  it 
bad  from  the  corporate  point  of  view? 
Not  necessarily.  "Itel,"  muses  Peter  Ne- 
vitt  of  BankAmeriLease,  a  Bank  of 
America  leasing  subsidiary,  "is  a  com- 
pany where  an  individual  feels  he  can 
make  a  real  impact."  It's  not  unusual  for 
a  successful  Itel  salesman  to  come  up 
with  a  new  marketing  idea,  take  it  to 
Redfield,  and  find  himself  with  a  healthy- 
budget  and  "all  the  bows  and  arrows  and 
missiles  that  he  needs,"  as  one  former 
employee  puts  it. 

As  a  result,  ideas  that  would  almost 
certainly  be  lost  in  the  shuffle  of  a  vast 
financial  corporation  are  allowed  to  flow- 
er at  Itel — giving  the  company  a  well- 
deserved  reputation  for  innovation.  Last 
year  alone,  Itel  entered  six  major  new 
businesses,  some  of  which  caught  the 
competition  flat-footed.  A  perfect  exam- 
ple is  Itel's  "middle  market"  leasing 
program,  in  which  dozens  of  Itel  repre- 
sentatives around  the  country,  working 
with  banks  and  other  lenders,  arrange 
equipment  leases  for  small  and  medium- 
size  firms. 

Itel  does  not  shun  risks.  A  couple  of 
years  ago  it  barged  into  the  high-rolling 
commercial  aircraft  business,  stunning 
the  industry  by  purchasing  seven  used 
Boeing  747s  from  Lufthansa  for  $175 
million.  The  jets  have  all  been  sold  or 
leased  at  a  handsome  profit,  but  timing 
was  all.  "If  they  had  bought  those  747s 
when  the  fuel  shortage  hit ... ,"  says  a 
San  Francisco  banker,  and  grimaces. 

Says  a  former  Itel  executive:  "Some- 
one will  come  into  Pete's  office  and  say, 
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'Here's  a  business  we  could  do  S5  million 
in  this  year.  It  will  require  ten  people.' 
Pete  might  say,  'If  it's  that  good  a  busi- 
ness, why  can't  it  do  $15  million?  Take 
20  people!'  In  most  companies,  of  course, 
things  work  the  opposite  way."  But  sup- 
pose the  person  talking  to  Redfield  be- 
lieves there  are  risks  in  pushing  a  new 
business  too  fast.  "If  you  worry  about 
next  year,"  smiles  the  executive,  "you're 
not  going  to  get  along  with  Pete." 

The  supergrowth  that  Itel  achieved  has 
caused  quite  a  few  bruised  feelings.  A 
lawyer  who  has  worked  on  a  number  of 
Itel  deals  is  both  impressed  and  disturbed 
by  what  he  has  seen:  "They'll  put  tre- 
mendous pressure  on  people  to  make  up 
their  minds,  quick,  quick,  quick!  They 
get  deals  done  that  you  would  consider 
impossible.  But  it  does  mean  that  they 
tend  to  run  a  little  roughshod  over 


What  is  known  around  the 
company  as  "the  Lloyd's 
problem"  grew  out  of  Red- 
fields  bold  willingness  to 
risk  having  problems  in  the 
future  for  the  sake  of  getting 
maximum  growth  and  profit- 
ability now. 


some  of  the  details."  Similar  things 
could,  of  course,  be  said  about  other 
aggressive  companies.  Itel  is  above  all 
aggressive. 

Itel's  hard  sell  is  aimed  at  its  share- 
holders, too.  Since  the  debacle  of  the 
early  Seventies,  the  company's  earnings- 
per-share  curve  has  been  rising  steadily 
and  magnificently,  from  $1.28  in  1974  to 
S3. 86  in  1978— a  fact  which,  former  Itel 
officials  say,  is  a  big  deal  with  Redfield. 
"Programmed  earnings  are  a  part  of  his 
philosophy,"  says  a  former  Itel  execu- 
tive. By  this  he  means  that  where  there 
is  discretion  as  to  when  to  take  a  profit, 
Itel  will  advance  or  retard  the  profit-tak- 
ing in  the  interest  of  a  smooth  earnings 
curve.  For  example,  management  has 
great  discretion  as  to  when  to  cash  in  on 
residual  values  of  leased  equipment.  If 
earnings  are  falling  short  of  projections, 
Itel  can  simply  cash  in  on  some  residu- 
als. This  practice  is  common  in  a  corpo- 
rate environment  where  security  ana- 
lysts award  high  PEs  on  the  basis  of 
smooth  upward  earnings  curves,  and 
Redfield  is  sophisticated  enough  to  play 
this  corporate  game  with  the  best  of 
managements. 

What  is  known  around  the  company  as 
"the  Lloyd's  problem"  grew  out  of  Red- 
field's  bold  willingness  to  risk  having 
problems  in  the  future  for  the  sake  of 
getting  maximum  growth  and  profitabil- 
ity now.  Here's  what  happened:  During 
the  mid-1970s,  Itel  served  as  middleman 
in  arranging  leases  for  scores  of  expen- 
sive IBM  370  machines.  In  order  to  make 


the  deals  more  salable,  Itel  |and  sever; 
other  companies,  though  not  to  the  sair 
extent)  asked  Lloyd's  of  London  to  writ 
insurance  against  the  costs  of  early  te 
mination  of  the  leases. 

Thus  Itel  was  in  effect  asking  Lloyd 
to  insure  the  risk  that  Itel  itself  had  tal 
en  in  the  late  1960s  with  the  ffiM  360- 
the  risk  of  technological  obsolescenc 
When  IBM  struck  again  with  its  new 
lines  of  computers,  Lloyd's  got  stuck.  1 
was  a  smart  business  move  on  Itel's  par 
but  Itel  may  not  escape  scot-free.  For  ori 
thing,  there  is  a  possibility  of  consider 
able  litigation — between  Lloyd's  and  Etj 
and  the  customers — that  could  be  es 
tremely  costly  in  legal  fees  and  managei 
ment  time. 

There  is  another  problem.  As  a  portio: 
of  its  compensation  for  arranging  the  37' 
deals,  Itel  took  an  interest  in  the  residua 
value  of  the  machines.  That  amount  hai 
already  been  taken  onto  Itel's  books  a{ 
over  S40  million — but,  observers  sa 
that  now  seems  unrealistically  hig 
What  does  Redfield  say?  He  prefers  t 
talk  after  he  has  dealt  with  the  problem*- 
not  before,  a  spokesman  said  in  denyin. 
Fokbes'  request  for  an  interview. 

Whatever  the  outcome  of  the  Lloyd' 
problem,  however,  it  would  be  a  mistak 
to  focus  entirely  on  Itel's  hard  times  i 
the  computer  field.  For  Itel's  containei 
truck,  aircraft  and  railcar  businesses  an 
all  pulling  down  huge  profits  these  days 
Better  yet,  the  residual  values  of  thestj 
assets,  unlike  that  of  computers,  appeal 
to  be  heading  up,  not  down.  Says  Chi) 
Pertel  of  D'Accord  Inc.:  "Of  course 
much  lower  inflation  rate  would  clearh 
hurt  Itel,  given  its  huge  debt  load.  But  d< 
you  project  tixit  for  the  economy  for  th» 
next  five  to  ten  years?" 

Itel  shrewdly  took  advantage  of  thi 
capital-starved  railroads'  desperate  neec 
for  more  freight  cars,  by  purchasing  th 
cars  and  renting  them  to  the  carriers.  S 
far  so  good,  but  will  the  railcar  shortag 
keep  up  much  longer?  That  is  far  fro 
being  a  sure  thing;  in  the  meantime,  IteJ 
has  characteristically  managed  to  irritate! 
people  in  the  business.  "There's  going  to 
have  to  be  a  lot  of  maintenance  on  these 
cars,"  warns  an  executive  of  one  majoi 
western  railroad.  "This  is  a  business  thai 
is  loaded  on  the  front  end." 

For  now,  anyway,  Itel's  transporta- 
tion business  is  carrying  the  compan> 
along  nicely.  After  that?  "Pete  has  al* 
most  always  had  a  new  skyrocket,  ■< 
new  successful  business,  to  bury  hi 
problems,"  says  a  onetime  close  associ 
ate.  "The  thing  is,  he  can't  do  thi! 
forever.  He's  getting  to  be  a  billion} 
dollar  company." 

But  does  a  billion-dollar  company  lxu<& 
to  behave  differently  from  a  S100  million 
company?  Is  a  man  like  Peter  Redfield 
necessarily  more  cautious  at  47  than 
when  he  is  younger?  Keep  tunmg  in  fol 
the  answers.  ■ 
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n  a  world  where  it  is  increasingly  difficult 
to  tell  one  car  from  another,  the  Jaguar 
sedan  stands  out  like  a  beacon. 

he  Jaguar  XJ  is  a  notably  individual  car,  a  car 
lat  has  been  called,  by  experts,  "the  most  beau- 
ful  sedan  in  the  world."  The  car  is  so  grace- 
illy  sculptured  that  it  seems  to  be  moving 
ven  when  standing  still.  Yet.  being  a  Jaguar,  the 
i  realizes  its  full  potential  only  in  motion 

Nothing  moves,  handles  or  responds 
quite  like  a  Jaguar. 

i  motion,  the  car's  design  proves  to  be  uncom- 
lonly  efficient  And  beneath  its  sleek  steel  skin, 
te  Jaguar  is  all  muscle.  It  has  fully-independent 
iispension,  power-assisted  rack  and  pinion 
ieering  and  four-wheel  power  disc  brakes. 


The  Jaguar  sedan  moves  in  silence,  with  the 
vivid  response  of  an  aluminum-alloy  V- 12  or  the 
double  overhead-cam  Six  cylinder  engines. 
Both  engines  are  electronically  fuel-injected. 
Needless  to  say.  Jaguar  is  one  of  the 
world's  premier  luxury  cars. 
Its  fittings  testify  most  eloquently  to  the  Brit- 
ish talent  for  creating  understated  opulence. 
There  are  prime  Connolly  hides  on  the  seats, 
rare  burled  walnut  veneers  on  the  dashboard, 
deep  carpeting  and  deep  silence  In  fact,  so 
many  luxuries  are  included  that  there  are  no 
factory  options  at  all. 

Even  the  Jaguar  warranty  is  designed 
to  perform  better. 
For  12  months,  regardless  of  mileage,  your 
Jaguar  dealer  will  replace  or  repair  any  part  of 


the  car  that  is  defective  or  that  simply  wears 
out,  provided  only  that  the  car  is  properly 
maintained.  The  only  exceptions  are  the  tires, 
which  are  warranted  by  the  tire  manufacturer, 
and  spark  plugs  and  h Iters,  which  are  routine 
replacement  items.  Even  then,  if  the  plugs  or 
filters  are  defective.  Jaguar  will  replace  them. 

Discover  the  remarkable  difference  that  is 
the  heritage  of  every  Jaguar  XJ  sedan.  For 
the  name  of  the  dealer  nearest  you,  call 
these  numbers  toll-free:  (800)  447-4700.  or,  in 
Illinois.  (800)  322-4400. 
E3  Jaguar  Rover  Triumph  Inc.  Leonia,  N.J.  07605. 

JAGUAR 


A  common  lament  we  hear  from 
visitors  to  our  country  is,  "Why 
didn't  you  tell  us  it  was  like  this? 
We'd  have  come  before." 

Which  is  why  Anna  Mahler's 
statement  pleases  us  so  much. 

It  expresses  the  very  essence  of 
Austria. 

But  then  Anna,  being  a  sculptor, 
has  an  artist's  instinct  for  getting 
right  to  the  heart  of  a  matter. 

As  her  father  did.  Yes,  Gustav 
Mahler.  Conductor,  paragon  of  the 
twentieth-century  school  of  Viennese 
music. 

That  the  arts  take  the  form  of 
family  tradition  in  Austria  is  not  at 
all  surprising. 


After  all,  the  arts  are  a  national 
tradition. 

Vienna.  City  of  Haydn,  Schubert, 
Beethoven,  Brahms  and  Strauss. 

Salzburg.  Birthplace  of  Mozart; 
where  the  music  festivals  begin  in 
January  and  don't  reach  their  peak 
until  August. 

Oraz.  Home  of  the  international 
Society  of  Experimental  Music. 

And  everywhere,  the  greatest  art 
of  all.  The  art  of  enjoying. 

Old-world  coffee  houses  that 
leisurely  brew  to  your  taste.  Wine 
gardens  that  are  actually  gardens. 
Concert  halls  and  museums  that 
are  works  of  art  in  themselves. 

Mountains, valleys,  meadows  and 


fairytale  villages  to  happen  upon. 
Come  to  our  land  of  expectation. 
It's  time.  And  it's  easy. 
Swissair,  the  airline  of  the  Alps 
and  representing  Austrian  Airlines, 
is  your  logical  choice. 

Just  give  them  a  call  or  see  your 
local  travel  agent. 

Meanwhile,  if  you'd  like  to  know 
more  about  our  country,  drop  us  a 
line  and  we'll  send  you  some  things 
that  will  make  you  wish  you'd  done 
it  sooner. 

Austrian  National  Tourist  Office, 
Dept.  H..  545  Fifth  Ave.,  N.Y.,  N.Y. 
10017. 


A\  4^ 

AUSTRIA       M  ' 


"Come  to  Austria 
with  high 
expectations." 

Anna  Mahler 


Mi®  mmwj  w@tf\M  I 


M  UUCii  jzV"  | 


f 


ml        I        Ar>  Sa^iste*5    mmr 


— 1 

3  j*m&x 


54  « 


An  electronically  controlled 
dye  process  helps  put  new  green 
into  Coronet's  growtl 


On  the  surface,  Coronet  Industries  is  1,169  style  and      mfe*^*  f 
color  combinations  of  carpet.  Underneath  that  broad   v    <^  Sf'yj&-  a 
spectrum  lies  sophisticated  manufacturing  technology. 

For  example,  if  a  Coronet  design  calls  MBr  '  ^ 
for  a  subtle  multi-colored  effect,  "Multi-Tak"  is  used.  mW^'    ^  * 

''Multi-Tak'' is  an  electronically  controlled  ✓ 
.  continuous  dyeing  process  that  helps  create  the  distinctive       mjU       '  w 
Coronet  look"  for  styling  leadership.  WSd¥ 

Since  it  joined  RCA,  Coronet's  WM  4 

"   .  .  sales  growth  has  made  it  one  of  the  largest 

carpet  manufacturers  in  the  world. 
In  1978,  Coronet  Industries  set  new  sales 
and  earnings  records. 
From  Coronet  carpet  to  aircraft  color  radar  systems,  from  - 

phonograph  records  and  tape  to  weather  satellites, 
RCA  is  dedicated  to  innovation,  quality  and  steady  growth. 

,'  '  ^©1979  RCA  Corporation 


■^^f  1  //% 

ems,  from  -  7       /' // 1 

ither  satellites,  /,  i  /v„ 

jadvarowth.  / 


10,1 

b 

Ik 

\: 

lift 

9 

I  mi 
I  dn 

i 

Jfl 
foil 

Lie 

I 

'I 

I IW{ 

hoi 

pun 

<k 
ttci 
pre 
last 

» t 


Here's  a  monopoly  no  justice  department  has  been  able  to  touch,  a 
money  machine  without  peer  in  the  capitalist  world.  Does  it  have 
Problems?  You  bet  it  does. 


De  Beers: 
Can  a  cartel  be  forever? 


By  Paul  Gibson 


Diamond  prices  have  more  than  doubled  in  the  past  18 
months,  persuading  people  with  short  memories  that 
owning  the  precious  little  stones  is  the  one  sure  way  to 
)eat  inflation.  What  naive  people  fail  to  realize  is  that  the 
ecent  price  behavior  of  diamonds  is  an  aberration.  The  old 
)attern  was  for  steady  price  increases  over  years  and  decades, 
rhe  recent  explosion  in  prices  was  clearly  caused  by  a  sudden 
njection  of  speculation  into  a  market  that  had  previously  been 
:arefully  controlled.  At  the  very  moment  when  investment 
ind  speculative  interest  began  to  mount,  the  supply  of  invest- 
nent-grade  diamonds  was  contracting, 
rhe  result  was  predictable — a  price  ex- 
)losion.  It  was  as  if  gold  had  suddenly 
nirst  to  $350  an  ounce.  Or  the  Dow 
ones  industrials  to  1900. 

Where  did  all  the  diamonds  disappear 
o,  that  prices  went  so  high  so  fast? 

In  New  York,  near  the  city's  famed 
liamond  district  on  West  47th  Street, 
Ulen  Ginsberg,  chief  diamond  buyer  for 
^ale  Corp.'s  1, 100  jewelry  stores  and  one 
if  the  world's  biggest  diamond  buyers, 
>elieves  supplies  have  declined  in  carat- 
ige  by  nearly  a  third  since  1975.  "What 
lappened  to  all  the  world's  diamond 
nines,"  he  asks,  "that  they  suddenly 
iried  up  to  this  extent?" 

In  Antwerp  at  Amro  Bank  voor  Belgie, 
in  important  diamond  bank,  Executive 
Director  E.N.M.  Classen  looks  pointedly 
it  a  representative  from  De  Beers  as  he 
isks,  "Is  De  Beers  hoarding  them?"  The 
De  Beers  man  does  not  answer. 

The  man  who  should  know  the  an- 
swers to  these  questions  is  Harry  Oppen- 
leimer,  chairman  of  De  Beers  Consoli- 
iated  Mines  Ltd.,  which  has  run  a  worldwide  cartel  in  dia- 
nonds  for  as  long  as  anyone  can  remember.  In  his 
ohannesburg,  South  Africa  office,  the  70-year-old  Oppenhei- 
ner,  an  urbane  but  shy  man,  chooses  his  words  with  obvious 
;are.  "I  think  the  stocks  of  diamonds  in  the  hands  of  our 
:ustomers  [i.e.,  dealers]  are  quite  big  enough.  Sometimes  it 
worries  me  because  we  have  sold  a  lot  of  diamonds,"  says 
Dppenheimer,  who  believes  not  enough  stones  are  getting  into 
he  hands  of  consumers.  He  is  blaming  the  dealers  for  the 
ihortage  and  consequent  price  explosion.  They've  been  hoard- 
ng  the  diamonds.  The  facts  seem  to  bear  him  out. 
It  seems  only  yesterday  De  Beers  was  a  relatively  small 


De  Beers  Chairman  Harry  Oppenheifner 
Fighting  to  preserve  the  monopoly. 


company.  Today,  by  any  yardstick,  it  ranks  in  the  big  league.  If 
it  were  a  U.S.  company,  its  almost  360  million  shares  selling  at 
$6  a  share  would  rank  it  58th  in  stock  market  value  on  the 
Forbes  500  list  (Forbes,  May  14),  in  company  with  outfits  like 
Union  Carbide.  Beatrice  Foods  and  Deere.  In  profits,  De  Beers 
would  be  13th,  right  behind  Texaco  and  ahead  of  Shell  Oil. 

De  Beers  comes  close  to  monopolizing  the  world  diamond 
market.  Its  word  there  is  usually  law.  "We  are  a  monopoly  of 
the  most  unusual  kind,"  says  Oppenheimer.  "You  can  say  we 
handle  at  least  80%  of  the  diamonds  in  the  world."  Why  should 
a  monopolist  worry  when  prices  are  rising?  For  two  reasons:  1) 
By  breaking  the  old  pattern  of  steady  appreciation,  the  recent 
price  explosion  may  have  prepared  the 
way  for  the  first  bust  in  diamond  prices 
in  modern  history,  and  2)  it  has  weak- 
ened De  Beers'  control  of  the  market — 
De  Beers  is  run  for  long-term  prosperity, 
not  for  short-term  profits. 

Never  in  modern  times  has  this  vener- 
able outfit  been  so  at  odds  with  its  cli- 
ents, the  middlemen  who  cut,  polish  and 
sell  its  rough  stones.  (De  Beers  does  not 
deal  with  the  public.)  For  months  now 
the  trade  has  been  in  turmoil. 

Financially  De  Beers  is  hardly  suffer- 
ing. In  a  decade  its  profits  and  revenues 
have  soared  sixfold.  In  1978,  on  $1.4  bil- 
lion in  revenues  it  netted  $852  million, 
or  $2.37  a  share.  That's  61  cents  on  the 
revenue  dollar  and  an  equally  impressive 
44%  on  its  stockholders'  equity — even 
OPEC  must  be  jealous.  And  these  profits, 
remember,  are  real  profits — De  Beers'  to 
keep.  Unlike,  say,  the  oil  companies,  De 
Beers  is  under  no  compulsion  to  pour  its 
profits — and  more — into  the  bottomless 
pit  of  exploration  and  capital  expansion. 
Yet  just  as  De  Beers  dealers  ofte:- 
dubious  about  the  true  state  of  diamond  supplies,  so  ir 
ment  analysts  are  almost  totally  in  the  dark  as  to  how  De  I 
reports  its  profits.  "With  De  Beers  you  are  not  meant  to  kno  .v 
what  is  going  on,"  says  Tim  Read,  a  highly  respected  analyst 
with  W.I.  Carr,  Sons  &  Co.,  the  London  brokerage  house.  "It's 
like  being  in  a  Kafka  novel."  He  means  that  De  Beers  so 
frequently  changes  its  accounting  and  shuffles  its  subsidiaries 
that  an  analyst  cannot  help  feeling  paranoid.  "Just  when  I 
think  I  understand  what  De  Beers  is  up  to,  the  picture  dissolves 
in  front  of  my  eyes,"  says  Read,  shaking  his  head. 

To  appreciate  his  point  try  reading  some  of  De  Beers'  recent 
income  statements.  Take  1977,  for  example,  when  De  Beers 
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De  Beers  so  often  changes  its  ac- 
counting and  its  holdings,  an  an- 
alyst cant  help  feeling  paranoid. 

raised  its  selling  price  for  rough  diamonds  by  an  average  19% 
or  so.  Its  profits  that  year  doubled.  In  1978  De  Beers  raised 
prices  again,  this  time  by  around  36%.  Did  De  Beers'  profits 
triple  as  you  might  expect?  No,  they  climbed  by  only  a  third. 
Why  the  difference? 

Most  analysts  wish  they  knew.  To  be  sure,  De  Beers  in  1977 
did  switch  to  Last-in,  First-out  accounting,  which  no  doubt 
trimmed  1978  profits  somewhat,  and  it  now  charges  more  of 
its  capital  expenditures  against  income  rather  than  amortizing 
such  expenses  on  the  balance  sheet.  But  the  final  figures  De 
Beers  reports  still  leave  analysts  puzzled.  It's  not  that  they 
doubt  De  Beers  earned  the  money.  If  anything,  they  suspect 
the  later  profits — huge  as  they  are — were  grossly  understated. 
"My  guess  is  they  changed  some  subsidiaries  around  so  1978 
earnings  are  indeed  more  conservatively  stated,"  says  Merrill 
Lynch's  David  Fitzpatrick,  another  ana- 
lyst following  De  Beers  from  his  London 
base.  "But  that's  only  a  guess." 

In  short,  De  Beers  probably  earned 
more  than  the  reported  61  cents  on  the 
revenue  dollar.  De  Beers  is  a  public  com- 
pany with  around  20,000  U.S.  stock- 
holders who  have  seen  their  shares — 
traded  as  ADRs  in  the  over-the-counter 
market — -climb  from  2'A  in  1977  to  6. 
They  are  hardly  complaining  about  the 
lack  of  full  disclosure.  For  the  most  part 
they  are  prepared  to  take  the  income 
statements  on  faith — and  why  not?  But 
for  the  diamond  trade  De  Beers'  secre- 
tive and  imperious  ways  are  a  source  of 
constant  irritation. 

Take  the  way  De  Beers  holds  its  dia- 
mond sales — or  "sights,"  as  they  are 
called  in  the  trade — every  five  weeks  in 
London,  Kimberley  and  Lucerne.  Atten- 
dance is  strictly  by  invitation  only.  Being 
on  the  list  is  to  a  diamond  dealer  what 
getting  into  Studio  54  was  until  recently 
to  a  trendy  Manhattanite,  only  more  so. 
Get  barred  and  not  only  do  you  lose  pres- 
tige but  you  must  also  buy  your  dia- 
monds from  other  dealers  at  prices  far 
above  what  De  Beers  charges.  Behave 
yourself  and  Father  De  Beers  pats  you  on 
the  head.  Misbehave  and  he  frowns. 

For  weeks  now  the  diamond  trade  has 
buzzed  with  rumors  of  widespread  black- 
balling by  De  Beers.  In  March  the  widely 
respected  trade  magazine  Jewelers'  Circu- 
lar/Keystone called  it  a  "purge"  and  there 
were  whispers  that  worldwide  as  many 
as  125  of  De  Beers'  300  regular  clients 
had  been  dropped,  including  some  of  the  best-known  New 
York  dealers.  Their  crime:  hoarding  diamonds  instead  of  feed- 
ing them  to  the  market. 

When  questioned  about  this,  De  Beers'  Director  Julian  Ogil- 
vie  Thompson,  the  company's  senior  officer  in  South  Africa — 
after  Oppenheimer  himself — haughtily  replied,  "I  really  don't 
know  about  that.  You  had  better  ask  London."  Forbes  already 
!  Sniffed  the  spokesman  at  De  Beers'  offices  there,  "Even  if 
I  could  find  out  I  wouldn't."  Translation:  It's  none  of  your — or 
the  world's — business. 

As  well  as  Forbes  can  determine  after  extensive  interviews 
in  the  world's  cutting  centers,  De  Beers  has  dropped  a  number 


of  clients  in  each,  probably  35  to  40  worldwide.  Not  as  many  a  c* 
was  rumored,  but  sufficient  to  drive  home  a  message.  "Dlr 
Beers  is  punishing  the  speculators  and  hoarders,"  says  Direc 
tor-General  Raoul  Delveaux  of  the  Diamond  High  Council, 
prestigious  trade  body  in  Antwerp.  Isn't  that  just  what  old  ]. 
Morgan  would  have  done? 

In  the  end,  however,  the  industrial  world  became  too  big  ar 
too  varied  for  even  a  J.R  Morgan  to  control.  Growth  may  b<| 
posing  a  similar  threat  to  De  Beers.  Demand  for  diamonds  hi 
been  threatening  to  get  out  of  hand. 

In  an  uncertain  world  where  the  value  of  stocks  and  papel 
currencies  only  seems  to  go  down,  diamonds  are  taking  on  nevl 
significance  as  a  tax-evadable  store  of  value.  "We  estimatJ 
about  20%  of  all  diamonds  bought  are  now  for  investmen 
rather  than  adornment,"  says  Delveaux.  Last  year  diamond  I 
were  among  the  hottest  investment  vehicles  around,  peddlec| 
in  the  U.S.  largely  by  a  legion  of  boiler-room  operators. 

No  question,  it  is  a  sucker's  game  if  you  buy  at  retail  ami 
have  to  liquidate  at  wholesale;  the  price  must  double  beforJ 
you  ever  break  even.  That,  too,  may  be  changing.  In  Europe,  I 
cluster  of  banks  including  the  Banque  de  Suez  and  a  Rothschilcl 


Diamond  sorters  at  work  in  Kimberley 

For  De  Beers  the  problem  is  that  its  mines  yield  too  many  small  and  too  feu 


Bank  operation  are  offering  investment  diamond  programs 
with  some  form  of  buy-back  arrangement  and  lower  markuj 
than  retailers  traditionally  take.  In  the  U.S.,  Wall  Street  firms 
like  E.F.  Hutton  and  Shearson  Hayden  Stone  are  studying  theii 
own  plans,  while  a  handful  of  newsletters  have  emerged  tha 
regularly  list  diamond  prices  for  what  they  claim  is  the  start  o 
a  bid-and-ask  market  in  gemstones.  The  latest  wrinkle  on  th< 
market:  a  diamond  sealed  in  a  plastic  pack  that  purports  tc 
include  a  microfilmed  certificate  from  a  grading  laboratory 
describing  the  stone's  shape,  size  and  cut,  which  supposedly 
tells  investors  what  they  are  getting  for  their  money. 
Even  Oppenheimer — no  advocate  in  the  past  for  investmen 
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amonds — now  grudgingly  admits  this  will  become  a  bigger 
irt  of  the  business.  But  there's  a  note  of  concern  in  his  voice, 
my?  Oppenheimer  isn't  worried  that  a  few  consumers  are 
)ing  to  lose  their  shirts  in  diamonds.  A  lot  more  is  at  stake, 
mat  if  investment  diamonds  really  catch  on?  We  will  have  a 
vo-tier  market,  and  for  a  while  prices  will  rise,  perhaps 
>ectacularly,  as  buyers  vie  for  a  limited  number  of  stones  to 
ick  on  to  their  fingers  or  into  their  bank  vaults. 
Unfortunately,  as  history  shows  but  few  folk  remember,  no 
ivestment — be  it  gold,  stocks  or  tulip  bulbs — keeps  rising 
[definitely.  There  are  corrections,  even  collapses.  Diamonds 
on't  be  any  different.  A  big  diamond  find  in  China,  say,  or  a 
lange  in  consumer  whims  or  a  wave  of  profit-taking  could 
nd  diamond  prices  cascading.  What  will  happen  then  to  De 
;ers'  cherished  stability?  To  its  ability  to  control  supply? 
An  indication  of  what  can  happen  when  De  Beers  loses 
mtrol  came  in  1977  when  the  dealers  played  a  clever  and 
'ofitable  inventory  game.  Through  the  mid-1970s  when  the 
orld  economy  was  slack  De  Beers  had  not  raised  prices  much. 
),  when  the  diamond  investment  boom  first  started  to  catch 
i,  its  prices  were  low.  This  presented  a  golden  opportunity  for 


rge  gem-quality  stones. 


e  dealers  to  raise  profits  while  keeping  their  taxes  down, 
ley  began  to  hoard. 

It's  virtually  impossible  for  any  outsider  such  as  an  accoun- 
nt  or  auditor  from  the  Internal  Revenue  Service  to  correctly 
sess  a  diamond's  worth.  One  carat  looks  much  the  same  as 
[other  to  the  untrained  eye.  The  most  popular  diamonds  for 
vestment  are  those  of  high  quality  and  close  to  a  carat  in 
is.  What  the  dealers  did  was  simply  this:  They  continued  to 
11  low-quality  diamonds  but  began  hoarding  the  best-quality 
tes.  It  was  a  way  of  hiding  profits  in  inventory.  How  was  the 
xman  to  prove  that  the  newest  carat  in  the  inventory  was 
orth  a  great  deal  more  than  the  old  one?  The  dealer  had  no 


more  carats  in  inventory  than  he  formerly  had.  His  inventory 
hadn't  changed,  but  its  value  had  increased  greatly.  He  could 
thus  hide  profits  from  the  taxman. 

Highest-quality  investment  diamonds  thus  began  to  rise  in 
value  as  dealers  held  them  off  the  market.  The  dealers  were,  in 
effect,  raising  prices  without  De  Beers'  consent  and  taking  the 
resulting  profits— virtually  tax  free.  To  counter  this,  De  Beers 
in  1977  twice  raised  its  prices  to  the  dealers.  This  only  made 
matters  worse.  The  shortage  rumors  intensified  and  supplies  of 
rough  that  would  normally  come  out  of  the  cutting  centers  for 
retail  distribution  began  drying  up.  "Under  the  circumstances 
any  responsible  dealer  was  completely  justified  in  buying  up 
extra  stones  for  his  own  inventories,"  says  Eliezer  Lemer, 
executive  officer  of  the  Western  Hemisphere  for  Bank  Leumi, 
which  finances  the  trade  in  both  Tel  Aviv  and  New  York. 
"This  wasn't  a  hoarding.  This  was  sound  business  practice  by 
dealers." 

What  annoyed  De  Beers  was  that  the  game  was  being  played 
at  its  expense.  To  keep  pace  with  demand  De  Beers  had  to  sell 
out  of  its  own  inventories.  In  1974  De  Beers  had  diamonds  on 
hand  worth  $310  million.  By  last  Dec.  31  its  diamond  stocks 
were  worth  only  $294  million,  and  in 
those  four  years  diamond  prices  had  ris- 
en 70%. 

The  inventories  were  simply  moving 
from  the  De  Beers  vaults  to  those  of 
dealers.  No  monopoly  wants  to  see  some- 
one else  profiting  at  its  expense.  Neither 
does  it  like  to  lose  control  of  prices. 

By  the  spring  of  1978  prices  had  gotten 
so  high  that  some  dealers  were  turning 
around  and  selling  stones  to  other  dealers 
for  50%  more  than  they  had  paid  De 
Beers  for  them.  Sometimes  the  premium 
was  as  high  as  100%;  some  dealers  were 
doubling  their  money  in  one  day.  Exas- 
perated, De  Beers  slapped  a  40%  sur- 
charge on  its  prices.  Around  the  same 
time,  gossip  has  it,  De  Beers  used  its 
considerable  financial  clout  to  persuade 
banks,  especially  in  Tel  Aviv,  to  be  less 
generous  with  loans  to  diamond  dealers. 
It  was  a  classic  squeeze  play.  No  longer 
able  to  live  solely  as  profiteering  middle- 
men and  hard  put  to  continue  hoarding, 
the  dealers  began  to  release  more  stones 
onto  the  market.  Prices  calmed  down. 

De  Beers  then  reduced  its  surcharge 
over  the  next  three  sights,  and  last  Au- 
gust replaced  it  with  a  permanent  30% 
price  increase.  "If  people  now  find  their 
stocks  are  too  high  we  will  be  quite  hap- 
py to  sell  less  stones,"  Oppenheimer  told 
Forbes.  Meaning:  We're  in  the  driver's 
seat  again;  we'll  support  prices  if  neces- 
sary and  hold  them  down  if  necessary. 

But  Harry  Oppenheimer  has  more  to 
worry  about  than  just  wily  dealers  and 

  naive  speculators.  He  also  has  the  Soviet 

Union  on  his  hands.  The  Russians  have  been  the  wild  card  in 
diamonds  ever  since  they  opened  their  own  mines  in  Siberia 
20  years  ago.  Russia  now  ranks  second  in  production,  right 
behind  Zaire  but  ahead  of  South  Africa,  and  possibly  up  to  half 
the  stones  it  mines  are  of  gem  quality.  Russian  rough  tur, 
in  every  major  cutting  center.  De  Beers  almost  certainly 
dies  most  of  those  stones,  buying  discreetly  through  sha 
companies,  paying  high  prices.  Whatever  deal  exists  be: 
De  Beers  and  Russia,  the  Soviet  Union  is  due  to  renegotiate 
this  June,  according  to  a  well-placed  source  who  believes  De 
Beers'  recent  moves  against  its  dealers  were  in  part  designed  to 
drive  down  prices.  Too  high  a  price  and  the  Russians  would 
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The  art  of  monopolistic  pricing 


Diamonds  are  not  fungible — no  two  are  exactly 
alike — and  so,  in  practical  terms,  charting  dia- 
mond prices  over  the  years  amounts  to  accept- 
ing what  Oe  Beers,  through  its  Central  Selling 
Organization,  says  about  them.  But  for  illus- 
trative purposes,  Forbes  indexed  a  "diamond" 
at  100  in  1949  and  calculated  its  rising  price 
by  using  the  average  increase  set  by  the  CSO 


for  its  over  2,000  separate  categories  of  stones. 
Until  the  1970s  this  wholesale  diamond  price 
index  climbed  steadily,  always  staying  well 
ahead  of  inflation.  But  lately  it  has  spurted 
almost  as  steeply  as  gold  and  oil.  Growing  de- 
mand for  diamonds,  linked  to  the  attrition  of 
the  dollar,  has  forced  De  Beers  to  raise  prices 
faster  than  it  would  normally  consider  prudent. 
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Sources:  Diamonds,  The  Diamond  Registry  (based  on  data  furnished  by  De  Beers'  Central 
Selling  Organization!;  Gold,  Department  of  the  Treasury  and  Samuel  Montague  &  Co; 
Producer  Price  Index,  Bureau  of  Labor  Statistics^  Oil,  Petroleum  Economist,  year-end  prices 
based  upon  Saudi  Arabian  light;  S&P  500  Stock  Price  Index,  Standard  &  Poor's  Corp. 
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urely  demand  an  even  larger  take  for  themselves. 

For  their  part,  the  Soviets  are  trying  to  outflank  De  Beers, 
"hey  sell  some  rough  stones  outside  the  De  Beers',  network 
nto  Antwerp,  and  at  home  they  have  recently  built  a  network 
if  cutting  centers  that  may  already  be  the  largest  in  the  world, 
ome  of  the  Russian  polished  goods — but  not  many — are  sold 
n  Soviet  stores;  the  rest  are  available  for  sale  in  Moscow, 
mtwerp,  Geneva,  Frankfurt  and  New  York,  where  buyers 
escribe  them  as  small  but  of  the  highest  quality  and  well  cut. 
Russia's  sales  of  polished  goods  are  already  close  to  $500 
iillion,  making  Russia  by  far  the  biggest  selling  country 
mong  producers.  One  question  on  many  minds:  Is  Russia 
aking  rough  stones  from  its  puppet  black  African  states  in 
xchange  for  the  guns  and  butter  it  supplies  them?  After  all, 
olished  goods  will  bring  in  more  foreign  exchange  than  rough 
tones.  Thus  would  Russia  exploit  its  backward  satellites. 

What  an  ironic  twist  if  anticapitalist  Russia  were  to  chal- 
lenge the  monopoly  of  De  Beers,  the  archetype  of  Western 
apitahsm! 

But  don't  count  De  Beers  out. 

Today  De  Beers  tends  to  be  staffed  with  sober-suited  Oxford 
nd  Cambridge  graduates,  but  beneath 
tie  pinstripes  and  upper-class  accents 
arks  a  piratical,  swashbuckling  spirit.  As 
tiey  have  for  almost  50  years,  the  Op- 
enheimers  operate  De  Beers'  diamond 
artel  by  a  simple  but  effective  formula,  a 
wmula  that  neatly  deals  with  the  perva- 
ive  problem  of  the  unequal  dealings  be- 
tween private  business  and  government, 
oday,  governments  hold  most  of  the 
ards.  Under  the  slogan  of  "sovereignty" 
hey  are  able  to  do  as  they  will  with 
rivate  property.  De  Beers  would  seem  to 
e  totally  vulnerable,  getting  as  it  does  its 
iw  materials  from  areas  where  the  state 
>  supreme,  venal  and  all  too  frequently 
icompetent. 

Yet  De  Beers  is  less  vulnerable  than 
ne  would  expect.  For  example,  it  now 
perates  only  a  dozen  mines,  mostly 
eased  from  governments  rather  than 
wned.  It  mines  barely  a  third  of  the 
lmost  40  million  carats  of  diamonds 
ncovered  around  the  world  each  year, 
rhe  carat  is  named  for  a  carob  seed, 
oted  for  its  consistency  in  weight.  To- 
ay  1  carat  equals  200  milligrams,  or  1/142  of  an  ounce.  So  the 
world's  annual  production  is  about  20,000  pounds.)  De  Beers 
ets  the  rest  of  its  diamonds  as  best  it  can,  preferably  by 
uying,  for  a  guaranteed  price,  production  from  other  mines  on 
:t  quotas.  After  grading  and  sorting  the  rough  stones  (which 
3  the  uninitiated  eye  look  like  dirty  glass)  into  over  2,000 
ategories,  De  Beers  sells  the  stones  to  dealers,  cutters  and 
rdustnal  buyers  through  its  Central  Selling  Organization.  In 
ad  times,  when  the  economy  is  weak  and  consumer  demand 
)w,  the  CSO  stockpiles  any  excess  diamonds  in  its  huge  vaults 
i  London  and  elsewhere.  When  demand  improves,  it  sells 
om  inventory.  De  Beers  thus  renders  a  service  to  the  dia- 
iond-producing  nations  by  acting  as  a  buffer  between  them 
nd  the  inevitable  vagaries  of  the  market.  It  is  a  role  that  the 
opper-producing  nations,  with  their  feeble  efforts  to  form 
-onseil  Intergouvernemental  des  Pays  Exportateurs  de  Cuivre 
IIPEC),  would  dearly  love  to  emulate.  Thanks  to  De  Beers' 
bill ty  to  tailor  supply  to  demand,  the  price  of  rough  diamonds 
as  never  gone  down,  only  up  since  1934. 

"What  we  try  to  do  is  get  the  best  prices  that  we  can  for  the 
roducers,"  explains  Oppenheimer,  and  adds  with  an  implied 
:buke  to  the  naughty  dealers,  "but  at  the  best  prices  that  can 
e  reconciled  for  price  stability"  De  Beers  doesn't  try  to 
quate  supply  and  demand  over  a  month  or  even  a  year,  he 


.4  dealer  inspects  bis  diamonds 
No  haggling  over  price  is  allowed 


No  investment — be  it  gold,  stocks 
or  tulip  bulbs — keeps  rising  in- 
definitely. There  are  corrections. 

says,  but  over  an  extended  period  of  time.  "I  think  on  the 
whole  our  track  record  has  been  jolly  good,"  says  Oppenhei- 
mer, briefly  allowing  himself  a  satisfied  smile.  Significantly  he 
adds,  "If  we  tried  to  raise  prices  substantially  above  what  we 
are  now  getting,  we  would  crash  ourselves  out  of  the  market." 

How  much  does  De  Beers  pay  and  get  for  its  diamonds? 
That's  not  easy  to  calculate  since  the  bulk  of  the  diamonds  it 
handles  end  up  not  in  engagement  rings  or  fancy  jewelry  but  in 
grinding  wheels  or  for  use  in  other  industrial  applications.  A 
fair  guess  is  that  De  Beers  probably  buys  all  its  diamonds  for  an 
average  price  possibly  as  low  as  $10  a  carat.  Its  selling  price 
probably  averages  about  $80  a  carat,  an  enormous  markup,  but 
what's  the  point  of  running  a  monopoly  if  you  cannot  make 
handsome  profits?  Sales  of  its  CSO  subsidiary  in  1978  topped 
$2.5  billion.  Add  in  dealers'  and  other  markups,  and  worldwide 
the  diamond  industry  is  a  $9  billion  busi- 
ness at  retail  with  about  40%  of  the  sales 
in  the  U.S. 

If  Harry  Oppenheimer  is  the  brains  of 
De  Beers,  the  heart  that  pumps  the  dia- 
monds into  the  right  channels  and,  in 
effect,  keeps  control  of  the  system  is  the 
CSO,  known  in  the  trade  simply  as  the 
Syndicate.  Sir  Philip  Oppenheimer,  a 
cousin,  directs  it.  (As  a  South  African 
citizen,  Harry  Oppenheimer  would  have 
a  hard  time  getting  a  knighthood  and  is, 
therefore,  just  plain  Mr.  Oppenheimer.) 

The  CSO  operates  from  a  squat,  for- 
tress-like building  in  London  identified 
only  as  No.  2  Charterhouse  Street.  What 
is  it  like  doing  business  with  the  Syndi- 
cate? A  recent  20th  Century-Fox  movie 
parodying  De  Beers  and  the  CSO  caught 
its  spirit  beautifully.  In  the  movie  11 
Harrowhonse  (both  streets  share  names 
with  elite  English  schools)  there's  a 
scene  showing  a  dealer  from  the  U.S. 
buying  a  million-dollar  stone,  his  biggest 
deal  ever.  As  the  transaction  is  complet- 
ed, the  Syndicate's  director  looks  down 
his  nose  at  the  dealer's  casual  sports  jacket  and  says  haughtily, 
"Do  you  think  you  could  wear  something  a  little  more  correct 
next  time."  It  isn't  a  question.  It's  a  command. 

Visitors  to  the  CSO  are  also  quickly  made  aware  of  how 
privileged  they  are.  Buyers  are  ushered  into  private  viewing 
rooms  where  they  are  handed  plain  brown  cardboard  boxes 
containing  the  rough  stones.  They  may  make  a  technical 
complaint,  querying  a  stone's  color  or  clarity,  but  they  may  not 
haggle  over  price.  With  the  CSO,  it's  take  the  whole  box- 
often  worth  millions — or  leave  it.  Payment  in  full  is  expected 
within  days  and  no  credit  is  extended.  Diamonds  are  sent  out 
later  by  registered  mail,  apparently  still  the  safest  way. 

Most  dealers  are  expected  to  keep  the  best  stones  them 
selves  for  cutting  and  polishing.  They  sell  both  unwanted  and 
lower-quality  rough  stones  to  other  dealers,  who  in  turn  may 
sell  them  to  yet  other  dealers  or  cutters  needing  stones  of  a 
particular  size  or  quality.  Such  transactions — with  much  hag- 
gling over  price — are  conducted  on  the  world's  16  diamond 
bourses.  (Two  in  New  York  with  the  others  in  Antwerp  (4), 
Paris,  Vienna,  Johannesburg,  Milan,  TeJ  Aviv  (2),  London  (2), 
Amsterdam  and  Idar-Oberstein.) 

Officially  neither  De  Beers  nor  the  CSO  operates  in  the 
U.S. — for  antitrust  reasons.  But  walk  into  any  office  in  New 
York's  diamond  district  and  you  sense  the  De  Beers  presence 
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Take  your  pick 

How  can  U.S.  investors  ride  along  with  the  Oppen- 
heimers?  Some  20  or  so  Oppenheimer  companies  are 
traded  here,  some  often,  some  rarely.  Most  trade  over-the- 
counter  and  many  are  stocks  in  individual  gold  mines. 
These  include  such  old  favorites  as  Free  State  Geduld  or 
Vaal  Reefs  E.&M.  (which,  not  untypically,  in  three  years 
tripled  in  price)  and  newer  ventures  like  East  Rand  Gold  & 
Uranium,  with  a  new  way  of  getting  gold  from  tailings. 

For  investors  who  don't  want  the  chore  of  picking  one 
mine  from  another,  there's  Anglo  American  Gold  Invest- 
ment. Popularly  known  as  Amgold,  it's  a  depository  for 
Anglo  American  Corp.  of  South  Africa's  own  holdings  in 
gold.  Since,  in  effect,  it  gives  investors  the  security  of  a 
cross  section  of  an  industry,  Amgold  yields  only  13%  vs. 
the  18%  or  more  that  most  individual  mines  offer. 

For  even  greater  safety — or  greater  risk,  depending  on 
your  view  of  South  Africa's  future — there's  Anglo  Ameri- 
can Corp.  itself.  With  investments  in  almost  every  indus- 
try, Anglo  is  a  mirror  of  the  South  African  economy.  Also 
of  interest  is  Rustenburg  with  its  stake  in  platinum. 

The  most  popular  Oppenheimer  stock  by  far  among  U.S. 
investors  is  De  Beers,  which  Scudder,  Stevens  &  Clark's 
Nicholas  Bratt  calls  "one  of  the  most  attractive  shares  in 
the  world"  since  it  sells  at  only  2Vi  times  earnings  and 
yields  13%.  Almost  11%  of  De  Beers'  stock  is  now  held  in 
the  U.S.  and,  according  to  Foreign  Research  Director  Kees 
Schager  of  Arnhold  &  S.  Bleichroeder,  "More  De  Beers 
shares  trade  in  a  day  in  New  York  than  in  a  month  in 
Johannesburg."  In  keeping  with  the  custom  among  South 
African  mining-finance  houses,  De  Beers  owns  33%  of 
Anglo  American  and  Anglo  owns  30%  of  De  Beers. 

It's  an  intriguing  situation.  Whereas  gold  and  dia- 
monds— the  hard  stuff — are  dear,  perhaps  dangerously  so, 
the  paper  that  represents  ownership  of  the  mines  and 
marketing  systems  is  cheap.  But,  of  course,  with  the  hard 
stuff  you  have  physical  possession.  With  the  paper  you 
have  to  have  faith  in  South  Africa's  survival.  Make  your 
choice  and  take  your  pick.  — P.G. 
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in  the  tension  and  the  reluctance  of  dealers  and  cutters  fl 
answer  even  innocuous  questions — Big  Brother  may  be  lister 
ing.  "The  Syndicate  surveys  this  industry  by  the  minute,  nc 
by  the  day,"  says  cutter  Robert  Kaleko  of  Kaleko  Bros.  "It 
aware  of  everything  in  every  cutting  center."  No  one  speaks  i 
of  the  Syndicate.  Nobody  wants  to  offend  the  hand  that  feed: 
"De  Beers  is  like  the  Mafia,"  says  another  prominent  Ne^ 
York  dealer,  "but  it  is  good  for  the  trade."  Says  Eric  Austein  <j 
New  York's  Beck  &  Schachter  Co.,  "It's  a  father-child  relatior 
ship.  If  you  do  something  wrong,  they  spank  you." 

A  stern,  Old  Testament  father?  Big  Brother?  De  Beers  execu 
tives  express  outrage  at  such  suggestions.  Until  recently  D 
Beers  liked  to  claim  that  its  only  involvement  with  the  trad 
after  the  CSO  sold  its  rough  stones  was  to  promote  institution 
al  advertising  ("A  diamond  is  forever,"  etc.).  But,  of  course 
nobody  takes  seriously  its  claims  of  remaining  aloof  from  ho\ 
its  customers  behave,  especially  now  that  De  Beers  has  begu; 
to  compete,  in  a  limited  way,  with  its  customers.  In  it 
constant  tussle  with  dealers  and  with  producing  countries  t 

No  monopoly  wants  to  see  some- 
one profit  at  its  expense,  nor  doet 
it  like  to  lose  control  of  prices. 

retain  control  of  the  business,  De  Beers  lately  has  taken  a  lea1 
out  of  the  oil  companies'  old  book:  It  is  integrating  its  opei 
ations  forward.  De  Beers  has  poured  money  into  Antwerp  t< 
fund  what  is  now  one  of  the  world's  largest  sawing  operation 
and  has  opened  a  multistory  building  there  that  locally  i 
rumored  to  become  a  cutting  center.  De  Beers  money  is  behin< 
a  cutting  operation  in  Portugal  and  since  late  1972  they'v 
bought  and  sold  polished  diamonds,  particularly  in  Lucerne.  D 
Beers  men  sit  on  the  boards  of  several  banks  with  close  links  t' 
the  diamond  industry  in  Tel  Aviv,  Johannesburg  and  Antwerp 
and  De  Beers  has  significant  holdings  in  those  banks.  So  far  D 
Beers  apparently  has  stopped  short  of  physically  passing  th 
stones  over  the  counter  to  the  retail  customer,  but  in  Britaii 
its  name  is  linked  to  a  scheme  called  the  Diamond  Fellowshi] 
that  promotes  investment  diamonds  through  retail  stores. 

According  to  Hubert  Dagnall,  De  Beers'  market  controller  fo 
advertising  in  North  America,  who  briefly  lifted  the  usual  veil  o 
secrecy  for  Forbes,  this  forward  integration  represents  "th< 
most  important  shift  for  De  Beers  since  the  Oppenheimers  tool 
charge."  As  Dagnall  describes  it,  "The  industry  is  at  a  cross 
roads,"  and  De  Beers  is  setting  out  in  new  directions. 

Simply  put,  De  Beers  has  no  option  but  to  move  downstrean 
if  it  is  to  retain  control  over  the  diamond  trade. 

"It's  a  very  different  business  from  what  it  was  when  I  was  i 
young  man,"  Oppenheimer  readily  acknowledges,  as  he  siti 
upright  on  a  gray  sofa  in  his  small  but  elegantly  decoratec 
office,  his  hands  alongside  a  huge  silver  cigar  box  studded  witri 
diamonds.  In  those  early  days  when  there  was  still  a  British 
Empire,  De  Beers  only  needed  to  keep  friendly  with  the  Cole 
nial  Office  in  London  to  assure  a  steady  stream  of  stones  frorr 
the  colonies.  But  dealing  with  independent  nations  is  tough 
particularly  if  they  don't  like  your  political  or  racial  views.  Ir 
spite  of  Harry  Oppenheimer's  well-known  views  on  apartheid 
the  fact  remains  that  he  and  his  companies  retain  close  link} 
with  South  Africa  and  provide  it  with  a  good  deal  of  sorelj 
needed  foreign  exchange.  This  hardly  sits  well  with  blaci 
governments  of  countries  where  De  Beers  must  operate. 

There  is  the  equally  touchy — and  mystery-shrouded — matte| 
of  De  Beers'  relationship  with  the  Soviet  Union.  These  day! 
De  Beers  cannot  even  say  for  sure  that  it  still  does  handle  80% 
of  the  world's  diamonds.  Russia  has  become  a  potent  competi 
tor  as  well  as  a  partner,  and  smugglers  are  thriving. 

Until  1963  De  Beers  regularly  reported  to  stockholders  the 
contracts  it  had  with  major  suppliers.  No  more.  Russia  broke 
off  its  contract  in  1963  to  appease  the  Third  World  on  apart 
heid,  and  these  days  De  Beers  flatly  refuses  to  say  what,  if  any 
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13  YEARS  AGO  I  BOUGHT 
THIS  VOLVO  BECAUSE  IT 
WAS  ADVERTISED  AS  THE 
11  YEAR  CAR: 


William  Stiles,  Bronx,  New  York 


13  years  ago,  William  Stiles,  an  expert  in  American 
Indian  history  and  artifacts,  discovered  the  treasure  you 
see  here:  a  1966  Volvo. 

He  bought  it  because  ads  of  the  time  said  Volvos  were 
so  durable  they  lasted  an  average  of  1 1  years  in  Sweden. 

As  Mr.  Stiles  recalls:  "One  ad  said  that  a  Volvo  was  so 
tough,  you  could  'Drive  it  like  you  hate  it.'  I  did  exactly  tha 
In  my  field  work  I've  driven  this  car  295,000  hard  miles, 
much  of  it  through  former  Indian  territory.  It's  held  up 
even  better  than  promised.  Driving  it  like  I  hated  it  made 
me  love  it." 

Expressions  of  love  are  not  uncommon  among  Volvo 
owners.  In  fact,  9  out  of  10  people  who  have  bought  new 
Volvos  are  happy. 

So  if  you're  unhappy  with  your  current  car,  do  what 
Mr.  Stiles  once  did  after  reading  one  of  VOLVO 
our  ads.  Buy  one  of  our  cars.        A  car  you  can  believe  in 
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INFORMATION 
CONTROL 


How  Honeywell  can  help  you 
make  your  most  important  resource 

more  productive. 


Information.  Constantly 
fluctuating  facts  and  figures. 
The  essential  tools  of  any  busi- 
ness, any  organization. 

Tools  that  managers  need 
to  make  better  decisions. 
Tools  that  workers  need  to  do 
their  jobs. 

Someone  has  to  compile 
them,  organize  them,  process 
them,  deliver  them. 

And  when  everything's  done 
right,  when  information  is  made 
more  productive,  everyone's 
more  productive. 

Information 
made  productive. 

It  starts  with  a  full-line  pro- 
ducer of  productive  computer 
systems:  Honeywell. 

Honeywell's  Series  60  goes 
from  terminals  and  minicompu- 
ters to  small  and  medium-sized 


systems  to  large  and  even  huge 
systems.  We've  installed  single 
computer  systems.  And  we've 
installed  networks  involving 
multiple  processors  and  thou- 
sands of  terminals. 

Best  of  all,  Honeywell  com- 
puters use  common  software 
and  communications;  they're 
modular  and  compatible.  So 
whatever  the  size  of  your  sys- 
tem, you  can  add  to  it,  modify 
it,  grow  with  it. 

Data  processing 
made  easy. 

Over  the  years,  Honeywell 
has  developed  software  and 
interfaces  that  make  it  easy  for 
almost  anyone  to  use  the  com- 
puter. To  use  the  information 
more  effectively.  To  build  files 
and  generate  reports. 

We've  also  made  it  easier  for 
programmers  to  write  and  test 
programs. 


And  Honeywell's  Distributed 
Systems  Environment  lets 
more  people,  in  more  places, 
use  the  processing  power 
and  the  computer  data  base- 
without  sacrificing  privacy 
and  security. 

People  using  information 
more  productively. 

Information  control:  It's  giv- 
ing more  people  more  access  to 
better  data.  And  providing  bet- 
ter ways  to  help  you  control 
your  business  has  always  been 
our  business  at  Honeywell. 

For  more  information,  please 
write:  Honeywell,  200  Smith 
Street  (MS  487),  Waltham, 
Massachusetts  02154. 


Where  computers  and  control  come  together. 

Honeywell 
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Hon  but  to  move  downstream  i 
its  to  retain  its  monopoly  control. 


says  De  Beers'  Thompson,  neatly  avoiding  the  question.  "It's 
not  one  that  relies  on  the  minutiae  of  legal  details." 

Another  problem  for  De  Beers  is  that  producer  countries 
now  believe  they  should  get  a  larger  cut  of  the  profits.  Bo- 
tswana is  fast  becoming  to  diamonds  what  Kuwait  is  to  oil. 
Mostly  barren  land  with  a  tiny  population — only  710,000 — 
Botswana  presently  supplies  over  5%  of  the  world's  diamonds. 

When  De  Beers  opened  its  bountiful  Orapa  mine  in  Bo- 
tswana's Kalahari  Desert  in  1971,  it  negotiated  with  the  gov- 
ernment to  keep  the  bulk  of  the  profits.  Botswana  has  renego- 
tiated the  deal.  De  Beers'  take  is  down  to  around  25%.  By  the 
early  1980s  Botswana  will  have  three  mines  operating.  These 
will  double  its  output  and  will  mean  that  De  Beers  will  soon  be 
looking  to  Botswana  for  almost  half  the  diamonds  it  mines. 

Today  Botswana  raises  its  take.  Tomorrow  Namibia?  This 
vast,  nearly  empty  territory  has  had  a  strange  history.  A 
German  colony  prior  to  World  War  I,  it  came  under  South 
African  control  as  Southwest  Africa  in  the  1920s.  When  the 
United  Nations  tried  to  revoke  the  arrangement  because  of 
South  Africa's  racial  policies, 
the  South  African  Afrikaners 
simply  annexed  the  territory. 
Now  it  is  on  the  verge  of  in- 
dependence— yet  another  of 
the  continent's  banana  re- 
publics. The  southern  beach- 
es of  this  territory  are  the 
scenes  of  De  Beers'  most 
profitable  diamond  oper- 
ation. While  a  vast  fleet  of 
earth-moving  vehicles  there 
uncovers  a  treasure  trove  of 
stones  of  such  fine  quality 
they  are  a  gem  cutter's  de- 
light, the  U.N.  and  the  U.S. 
are  engaged  in  bitter  dispute 
with  South  Africa  over  the 
area's  independence. 

For  its  part,  De  Beers  has 
been  opening  new  mines  in 
Lesotho,  Botswana  and 
South  Africa's  Namaqualand, 
which  are  supposed  to  ex- 
pand its  capacity  as  of  next 
December  by  some  30%  over  1976.  "So  far  as  I  can  see,"  says 
Timothy  Adams,  a  physical  scientist  with  the  U.S.  Bureau  of 
Mines,  "De  Beers  is  at  best  only  replacing  production  that  we 
are  losing  elsewhere."  But  the  point  is:  The  diamonds  are 
there,  and  while  production  may  become  more  costly,  the 
supply  of  stones  is  unlikely  to  dry  up.  The  analogy  to  oil  is  a 
good  one. 

It  is  a  favorite  saying  at  De  Beers  that  there  is  no  govern- 
ment so  far  to  the  left  that  it  cannot  deal  with  the  Syndicate. 
The  Soviets  are  realists.  While  they  want  to  strengthen  their 
own  hand  in  dealing  with  De  Beers,  they  are  economic  crea- 
tures, not  political  ones;  when  dealing  with  diamonds,  they 
know  they  need  De  Beers  and  its  tremendous  marketing  clout. 

Likewise  most  developing  countries — provided  De  Beers  is 
prepared  to  pay  for  the  privilege  of  handling  their  stones.  So 
long  as  it  controls  the  marketplace,  De  Beers  can  resist  gouging 
by  the  producers  as  well  as  by  the  middlemen.  Where  else  can 
the  producers  sell  their  diamonds?  Where  else  can  the  middle- 
men get  a  dependable  supply?  De  Beers  has  learned  a  trick  that 
the  unfortunate  nations  which  are  victims  of  the  Organization 
of  Petroleum  Exporting  Countries  have  not  yet  mastered — the 
use  of  market  power  to  offset  the  power  inherent  in  possession 
of  the  raw  material. 

The  name  De  Beers  was  linked  with  what  was  to  become 
the  modern  diamond  industry  almost  from  its  start  in  the  late 


Dredging  for  diamonds  in  Siberia 
More  stones  create  extra  foreign  exchange. 


1860s.  The  brothers  de  Beer  were  Boers — Afrikaans-speakini 
people  of  European  descent — and  their  16,000-acre  holdirj 
outside  what  today  is  Kimberley  was  literally  overrun  win 
diggers'  claims.  In  1871,  bewildered  by  the  frenzied,  unhyl 
gienic  camps,  the  peace-loving  brothers  sold  the  farm  that  hal 
cost  £50  only  1 1  years  earlier  for  £6,300,  leaving  behind  thei 
name  on  a  mine  that  has  since  yielded  over  $2  billion  worth  a 
diamonds  and  on  a  cartel  that  still  survives. 

In  those  days,  with  hundreds  of  diggers  working  30-square 
foot  claims,  cave-ins  were  common.  So  were  theft,  diamon» 
smuggling  and  flooding.  The  man  who  brought  order  out  □ 
chaos  was  empire  builder  Cecil  Rhodes,  who,  as  a  sickly  youtl 
of  17,  had  arrived  in  Durban,  South  Africa  from  England  ii 
1870,  intent  on  becoming  a  farmer.  Instead  he,  too,  joined  th< 
diamond  rush.  What  started  his  fortune  was  the  purchase,  witl 

two  partners,  of  a  £900  stean 
pump,  which  they  rented  U 
other  diggers.  With  the  prof 
its  Rhodes  bought  up  minmj 
claims  and  by  1880 — witl 
time  out  to  get  a  law  degre 
at  Oxford  University — h 
was  one  of  the  largest  owner 
of  De  Beers'  mine. 

The  nub  of  Rhodes'  plai 
was  to  supply  only  enougf 
diamonds  in  any  year  t< 
match  the  number  of  era 
gaged  couples.  Any  diamond 
produced  above  that  number 
he  figured,  would  push  price 
down,  while  anything  les 
would  mean  lost  sales 
Rhodes  moved  on  to  politic 
and  to  founding  Rhodesia 
his  policy,  still  guides  h 
successors. 

The  man  who  inheritec 
Rhodes'  mantle  and  made  hi: 
dream  of  a  pan-African  in 
dustrial  empire  a  reality  was  Sir  Ernest  Oppenheimer,  tht 
fourth  of  ten  children  of  a  middle-class  Jewish  cigar  merchant 
who  left  his  native  Germany  to  begin  his  business  career  as 
lowly  clerk  for  a  London  diamond  merchant.  He  had  a  brilliant 
eye  and  at  22  was  running  the  firm's  Kimberley  buying  officei 
He  formed  Anglo  American  Corp.  of  South  Africa  in  1917  to 
open  gold  mines  in  the  East  Witwatersrand  with  encourage 
ment  from  Herbert  Hoover,  then  an  engineer,  and  with  finan- 
cial backing  from  New  York's  J.R  Morgan  and  Co.  and  New 
mont  Mining  Corp.  In  what  may  have  been  his  greatest  coup) 
Oppenheimer  eventually  won  from  the  South  African  govern 
ment  the  right  to  mine  the  fabulously  rich  diamond  deposit! 
along  the  coast  of  the  formerly  German  Southwest  Africa. 

With  his  profits,  and  by  borrowing  heavily,  Oppenheime 
bought  up  stock  in  De  Beers  and  in  1929  became  chairman  iusi 
in  time  for  the  Wall  Street  crash.  He  survived  that  storm  and 
in  the  1930s,  ingeniously  extended  Rhodes'  monopoly  plan  b; 
forming  the  Central  Selling  Organization  in  London  to  gair 
control  over  diamond  marketing  worldwide. 

Today  De  Beers,  as  it  has  been  for  nearly  50  years,  is  virtuall> 
a  private  fiefdom  for  the  Oppenheimer  family.  It  is  run  by 
Harry  Frederick  Oppenheimer,  who  started  working  in  his 
father's  office  soon  after  graduating  from  Oxford  in  1931.  He 
became  chairman  when  his  father  died  in  1957.  Trim  and  neat 
Harry  Oppenheimer  runs  his  empire  from  Johannesburg,  anc 
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If  your  whote  office  depends 

on  one  copier, 
this  is  the  one  to  depend  on. 


Introducing  the  $1895  desk-top  by  Pitney  Bowes. 

The  most  reliable  copier  in  its  class  is  the  new  Pitney  Bowes 
458  drytone  copier.  Designed  for  offices  requiring  a  few  dozen 
copies  a  day,  this  fast,  dependable,  inexpensive  machine  deliv- 
ers crisp,  snappy  results — copy  after  copy 

The  new  458  is  engineered  simply,  for  unbeatable  reliability 
and  economy.  It  omits  costly,  temperamental  built-ins  that 
lower-volume  users  don't  need.  Since  you  don't  buy  frills,  you 
don't  pay  to  keep  them  working.  And  you  save  from  less  down 
time — often  the  greatest  economy  of  all 

Finally,  the  458  copier  is  designed  to  make  life  easier  for 
everybody  who  uses  it.  Convenient,  flexible,  simple  to  maintain 
and  service. 

For  a  free  demonstration  in  your  own  office,  just  send  us 
the  completed  coupon.  It's  a  show  you  can't  afford  to  miss. 


f~To  Pitney  Bowes 

■  1  794  Crosby  St  .  Stamford,  Conn  06904 

I  Please  contact  me  to  arrange  a  free  demonstra 
•  tion  m  my  office  of  the  new  458  Copier 

'  Name  

I  Title  

Company  

|  Street  

.  CM 


1 


L 


:ity_ 
State  — 
Phone. 


-Zip_ 


 I 


#  Pitney  Bowes 


For  full  information  call  toll  tree  any  lime  800-243-5000  (in  Conneclicul  1-800-882-5577) 
Postage  Meters.  Mailing  Systems  Copiers  Labeling  and  Price  Marking  Systems  GSA  Contract  No  GS00S  45138 


Today,  as  it  has  been  for  years,  De 
Beers  is  virtually  a  private  fiefdom 
for  the  Oppenheimer  family 

quite  an  empire  it  is.  Through  a  private  holding  company,  E. 
Oppenheimer  &  Son,  the  family  runs  both  De  Beers  and  Anglo 
American,  the  Western  World's  largest  gold  producer  that  in 
turn  governs  a  network  of  some  270  public  and  private  compa- 
nies with  interests  ranging  from  precious  and  base  metals  to 
timber,  real  estate  and  banking.  The  combined  assets  of  these 
companies,  which  include  the  U.S.'  Engelhard  Minerals  & 
Chemicals,  Canada's  Hudson  Bay  Mining  &  Smelting  and 
Britain's  Charter  Consolidated,  are  publicly  listed  at  over  $6 
billion.  They  are  likely  worth  far  more. 

A  third  Oppenheimer  generation  is  standing  in  the  wings 
waiting  to  take  charge  when  Harry  eventually  retires.  His  son 
Nicholas,  33,  after  training  in  the  gold  and  diamond  divisions 
of  Anglo  and  De  Beers,  moved  on  to  Anglo's  board  in  1973 
and  became  a  De  Beers  director  in  1978. 

From  the  start  the  Oppen- 
heimer's  relationship  with 
the  South  African  govern- 
ment has  been  touchy.  Until 
political  necessity  forced 
them  into  a  close  relation- 
ship with  Israel,  South  Afri- 
ca's Afrikaners  were  openly 
anti-Semitic.  There  were  re- 
peated threats  of  nationaliza- 
tion of  De  Beers  and,  by  U.S. 
standards,  punitive  taxation. 
When  they  were  in  Parlia- 
ment for  the  relatively  liberal 
opposition  party,  both  Op- 
penheimers  were  ridiculed  in 
the  Afrikaans  press  as  "Hog- 
genheimer  the  Jew,"  an  anti- 
heroic  character  from  a  popu- 
lar turn-of-the-century  song. 
Harry  Oppenheimer  in  par- 
ticular gained  worldwide  ap- 
probation for  his  opposition 
to  the  Afrikaner's  apartheid 
policy  of  subdividing  the 
country  into  racial  enclaves. 
His  Nationalist  opponents 
seethed  with  anger.  But  they 
needed  De  Beers  and  swal- 
lowed their  hatred  and  re- 
sentment. Without  foreign 
exchange  from  gold  and  dia- 
monds South  Africa  would  be 
broke.  Besides,  Oppen- 
heimer's  relatively  liberal 
views,  openly  expressed,  are 
good  for  the  South  African 
image.  Although  South  Afri- 
ca is  by  no  means  an  open  society,  its  toleration  of  Oppen- 
heimer's  power  and  dissenting  views  seems  to  say  that  it  is. 

What  of  the  future?  Ask  Harry  Oppenheimer  if  he  is  develop- 
ing a  new  strategy  for  De  Beers  to  cope  with  all  the  changes 
and  threats  and  he  only  shakes  his  head.  He  even  makes  light 
of  De  Beers'  forward  integration,  particularly  into  polished 
goods.  The  idea,  he  says,  is  only  to  provide  De  Beers  with  what 
he  calls  "better  listening  posts"  so  De  Beers  can  get  a  better 
understanding  about  prices. 

That's  the  type  of  smooth,  noncommittal  answer  you  should 
expect.  But  don't  be  misled.  Oppenheimer  knows  that  the  way 
to  win  this  game  is  to  make  your  moves  discreetly  out  of  public 


A  speck  of  diamond  in  tlx  rough 

To  find  it,  miners  must  move  millions  of  tons  of  waste 


gaze  and  to  get  the  pieces  into  place  before  outsiders  realiz 
what  has  happened.  That  is  what  he  is  doing  now. 

Unnoticed  by  most  outsiders  De  Beers  has  cleverly  lessene 
its  dependence  on  southern  Africa,  whose  racial  hatreds  coul 
flare  into  civil  war.  As  recently  as  1975  De  Beers  collected  93'! 
of  its  profits  in  southern  Africa.  By  1977,  only  51%. 

De  Beers  has  sold  off  its  holdings  in  Rand  Selection, 
lackluster  mining-finance  house,  by  switching  its  Rand  stoc 
for  more  shares  in  Anglo  American.  Pressed  to  explain  th 
move,  Oppenheimer  replies,  "We  want  to  have  assets  we  caj 
sell  or  likely  finance  against.  Obviously  if  the  diamond  trade 
bad,  you  don't  want  to  finance  against  diamonds." 

But  the  forward  integration  is  the  most  important  change.  1 
allows  the  company,  in  effect,  to  set  up  yet  another  buffe 
stock  of  polished  stones  at  the  retail  end.  Thus,  De  Beers  wi 
be  even  better  placed  to  stockpile  if  demand  turns  weak 
Anyone  who  wonders  if  De  Beers  can  withstand  such  storm 
only  need  look  at  its  latest  balance  sheet.  It  shows  De  Beers 
cash  reserves  at  $1.5  billion.  That's  $4  a  share.  Just  think  ho\ 
many  polished  stones  that  money  will  buy. 
What's  more,  the  new  strategy  enables  De  Beers  to  keep  th 

cutting  centers  on  edge.  It 
move  into  the  Antwerp  mar 
ket  and  financial  support  fa 
cutters  there  was  a  black  ey 
for  all  the  others,  and  in  pai 
ticular  for  Tel  Aviv,  whic 
De  Beers  privately  claim 
was  the  real  culprit  behin 
the  hoarding  speculation 
And  if  the  Antwerp  cutter 
get  out  of  line  De  Beers  cai 
quickly  change  tack.  Ahead 
De  Beers  has  proposed  a  ioin 
venture  with  the  Indian  gov 
ernment  for  distributin 
stones  there;  diamond  cut 
ters  in  India  number  ove 
300,000,  more  than  in  any  o 
the  Western  centers. 

Right  now  the  market  fo 
diamonds' is  quieter.  Custom 
ers,  particularly  in  the  U.S 
are  worrying  about  recession 
and  resisting  higher  nev 
prices.  Diamond  sales  at  Har 
ry  Winston,  Inc.  in  Nev 
York,  for  example,  are  dowi 
about  10%.  Smaller  stones 
those  under  a  sixth  of  a  carat 
have  actually  turned  down  it 
price;  the  mines  are  turning 
them  out  in  huge  quantity 
and  they  never  were  hoarded 
much  by  the  dealers  anyhow 
Is  De  Beers  unhappy?  Pror> 
ably  not.  Its  earnings  will  rise 
another  10%  this  year  (t 
around  $2.60  a  share),  accorc 
ing  to  Merrill  Lynch's  Fitzpatrick.  Most  of  the  increase  wi 
come  from  investments  outside  the  diamond  business,  but  the 
long-range  diamond  outlook  must  please  Harry  Oppenheime 
and  his  close-mouthed  crew.  With  demand  quieting  down,  i 
will  be  easier  for  De  Beers,  with  its  superb  marketing,  t( 
determine  prices — and  at  a  level  that  is  fantastically  profitable 
In  any  age  when  most  businesses  have  lost  control  of  theii 
destiny — to  governments,  to  labor  unions,  to  pressure  groups— 
De  Beers  remains  a  fully  functioning  anachronism,  not  im 
mime  from  the  pressures  of  the  times  but  probably  able  to  cope 
with  them.  Unlike  a  diamond,  no  business  is  forever,  but  D 
Beers  looks  as  if  it  is  going  to  last  for  a  long  time.  ■ 
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1  didrft 

sacrifice 

great  flavor 
to  get 
low  tar.' 


"The  first  thing  I  expect  from  a  cigarette  is  flavor.  And 
satisfaction.  Finding  that  in  a  low-tar  smoke  wasn't  easy. 

"But  then  I  tried  Vantage.  Frankly,  I  didn't  even  know 
Vantage  was  low  in  tar.  Not  until  1  looked  at  the  numbers. 
"That's  because  the  taste  was  so  remarkable  it  stood  up 
to  anything  I'd  ever  smoked. 
"For  me,  switching  to 


Vantage  was  an  easy  move  to 


make.  I  didn't  have  to  sacrifice  a  thing." 


Peter  Accetta 
New  York  Ciry,  New  York 


II L 


VANTAGE 


0 


FILTER  100's:10  mg.  "tar",  0.8  mg.  nicotine,  FILTER,  MENTHOL 
11  mg.  "tar".  0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  MAY  78. 


\antage 

Regular,  Menthol  and  Vantage  100 s. 


fifi^,             The  outstanding  14 
^Bt^^^OB^^^*^*.               digit.  2  memory 
^^m^^^iv^i(|^B^     printer  display. 
^l^^^ttjk^^^^J^^         counter,  mark-up/ 

\           ^iSwW^ mark  down  key. 

\      r,    Ty^*                        broad  percentage 
\     #        ^^^^^             (unction,  reverse 

and  non  add 
P-1420D             Pnnt  key 

12  digit,  printer/ 

v           .                             display  with  3  mem 
^^^^^^^^^ «                       ory  versatility 

«tg|^PI^V^<£W                    Performs  four  col 

^^*^^>*,?^k                   umn  totaling  Dual 
f#  Vfi^^fc         ^       functioning  item 
%                    ^^^^          count,  mark  up 
\^^^  ^^^^^             key  .  delta  per 

^^0^^               centage.  shift  key 
^^^CP-1231D      and  sign  change 

k   S     -* ^^^^^                   Advanced  12  digit 

V                                       printer /display  with 
^^^^            \.          automatic  or  selective 

^^^v            V  V        accumulation  Mark  up 
^^^V^V                and  delta  percentage 
^                               keys,  two  key  rollover. 
^  v                         and  buffered  keyboard 
\^^^CP-1214D    for  quick  operation 

'\  \     ->  ^^^^                 The  perfect  12  digit 
V     ^^0^^                  printer  with  touch  if 
^^0^^"                           adding  machine  to 

»^>v,   ^X^X    v                work  with  large 
\                      ^         numbers.  Features 
\  \                             include  Grand  Total 
^                                 key.  buffered  key 

\          r-n  iono    1x53 rd  Wl,h  ^o  k^ 
CP-\Z\JZ  rollover 

^  *^ 

^BB***^     "^"Cu           A  versatile  1^  digit  1 
"                              memory  display  cal 
#   "^S*^/*"*                     culator  Features 
^                                    include  mark  up 
\     *•       ^^^^              key.  delta  percent 
\     ^^0^                 age  key.  percentage 
add  on  and  dis 
CD-1212                count  key 

y     V                                 Reliable,  economi 
yj^'         k                              cal.  10  digit.  1  mem 
k   \    ^                           ory  printer.  Features 
m           ^,                              quieter,  faster 
>         \                     Canon  Magnetic 
^^^v**  v»                       Printer,  line  of 
\,  ^^s*                  dashes  selector  key 
V     ^^^^^              to  separate  your 
^^^^^                  calculations,  fixed 
CP-1014     or  floating  decimals 

Calculators  have  come  a  long  way  in  a 
short  time. 

They've  gotten  smaller.  More  sophisti 
cated.  More  economical.  And  more  reliable. 

And  since  the  beginning,  Canon  has 
been  a  leader  in  the  calculator  revolution. 

In  1964.  we  introduced  the  world's  first 
10  key  desktop  calculator.  Since  then  a  con- 
tinuous research  and  development  program 
has  enabled  us  to  hold  our  position  as  a 
leader  in  the  calculator  industry.  And  with 
our  improved  calculators,  in  reliability  as  well. 


Representing  this  development  has  been 
a  line  of  advanced  printing  calculators  that 
combine  advanced  electronic  technology 
with  simple  adding  machine-like  keyboard. 

Our  display  calculators  have  large,  easy- 
to  read  displays,  fatigue  free  keyboards,  and 
are  unique  in  their  class  for  reliability.  And 
our  line  of  printer/ display  calculators  is  the 
perfect  combination  of  digital  display  conve 
nience  and  tape  printout  precision. 

Through  the  years  Canon  has  continually 
expanded  its  technological  and  manufactur 


ing  capability  at  its  Costa  Mesa,  California 
plant  to  meet  the  growing  needs  of  the 
American  consumer.  And  is  producing  the 
most  advanced  calculators— display,  printer 
and  printer/display—  at  this  modern  produc 
tion  complex. 

Research.  Features.  Reliability.  Value. 
Now  all  from  one  reliable  calculator 
source...  Canon. 

Call  your  local  Canon  dealer  about  the 
full  line  of  Canon  commercial  calculators. 


Get  if  from 

a  reliable  source. 

Canon. 


CHECK  BELOW  FOR  THE  NEAREST  CANON  DEALER. 


ALASKA 

Anchorage  The  Arctic  Office 

Machines  Co  907  277  3527 

Fairbanks  Bower's  Office  Products.  Inc.  907  479  6264 

ARIZONA 

Flagstaff  Walsh  Bros  Office  Equipment  602  526  2818 

Glendale  Walsh  Bros  Office  Equipment  602  931  4313 

Lake  Havasu  Parks  Business  Equipment  602  855  8081 

Mesa  Walsh  Bros  Office  Equipment  602  962  4217 

Phoenix  Walsh  Bros.  Office  Equipment  602  244-9721 

Prescott  Seitz  Business  Equipment  602  445  6292 

Tucson  Walsh  Bros  Office  Equipment  602  623-5446 

Yuma  Yuma  Office  Products  602  783-443 1 

Phoenix  Walsh  Bros  Office  Equipment  602  244-9721 

Prescott  Seitz  Business  Equipment  602  445-6292 

Tucson  Walsh  Bros.  Office  Equipment  602  623-5446 

Yuma  Yuma  Office  Products  602  783-4431 


CALIFORNIA 

Angels  Camp  Calaveras  Office  Supply  209  736  2240 

Artesia  Artesia  Calculator  Service  213  860-2439 

Barstow  Barstow  Stationers  714  256  2161 

Beverly  Hills  Business  Equipment 

Center  213  272  0697 

Bishop  Bishop  Typewriter  Company  714  873-5773 

Blythe  Fisher  Ranch  714  922  4242 

Burney  Hughes  Print  &  Office  Supply  916  335  4596 

Canyon  Country  Quality  Office 

Machines  805  251-1120 

Carson  Astro  Office  Products  213  770-6010 

El  Centra  Crossland  Office  Supplies  714  352  4645 

Fresno  Roy  s  Office  Equipment  Center  209  485  0751 

Grand  Terrace  PEC,  Ltd  714  825-6821 

Indio  Indio  Cash  Register  714  347  1 500 

Inglewood  Quality  Business  Machine 

Co  213  671-0075 

Lancaster  Desert  Office  Equipment. 

Inc.  805  942  8466 

Lompoc  Stateside  Office  Supply  805  736-1231 

Long  Beach  California  Calculator  Co  213  422-1291 

Los  Angeles  Angelus  Typewriter 

Company  213  385  7433 

Los  Angeles  Business  Machines 

Unlimited  213  559  7840 

Los  Angeles  Cassidy.  Cence  &  Marshall  213  627-5491 

Los  Angeles  Westfall  Office  Equipment 

Co.  213  385-0021 

Merced  Davis  Typewriter  Company  .  209  723-2929 

Modesto  L  M  Morris  Company  209  529-3610 

Napa  Allied  Business  Systems  415  444-6383 

Oakland  Allied  Business  Systems,  Inc.  415  444-6383 

Orange  P  EC,  Ltd  714  997  2404 

Pasadena  Business  Machines  & 

Equip  Co  213  796  5311 

Pomona  Cook  Arthur  Inc.  Office  Mach  714  629-7630 

Redding  Cascade  Office  Machines  916  241-7921 

Sacramento  Central  Office  Equipment 

Co.  916  447  4853 

Sacramento  Golden  State  Business 

Systems  916  441  2917 


Salinas  Dunn's  Office  Equipment  408  424  4861 

San  Diego  Cash  Lewis  Company  714  582  2055 

San  Diego  Pacific  Data  Systems  714  292  4741 

San  Diego  Remco  Business  Products. 

Inc  7  14  57  1  1  737 

San  Diego  The  Machine  Age  714  277-0151 

San  Francisco  Business  Equipment 

Company  415  392  1005 

San  Luis  Obispo  Dick's  Office  Machines  805  543-7651 

Santa  Barbara  Ayala  Business 

Equipment  Co.  805  682-2338 

Santa  Maria  The  Typewriter  Doctor  805  925-6434 

Santa  Rosa  Sampson  Typewriter 

Company  707  542-1838 

Shatter  Shafer  Office  Supply  805  746-3077 

Stockton  Turner  Business  Machines  209  951  7272 

Sunnyvale  Business  Equipment  Co  415  969-2666 

Wasco  Shafer  Olfice  Supply  805  758-6441 

Yreka  Top  Office  Products  916  842  1 750 

Yuba  City  Mid  Valley  Office  Machines  916  673  7896 


COLORADO 

Boulder  Western  Office  Supply  303  442  4707 
Colorado  Springs  Louden  Office 

Machines  303  473,1  1  18 

Cortez  Patterson  Office  Equipment  303  565-8478 

Craig  Tip  Top  Type  Shop  303  879  0225 

Craig  Courier  Office  Supply  303  824  653 1 

Denver  Independent  Service,  Inc  303  744  7071 

Fort  Collins  Belcher  Office  Supply  303  221  3894 
Fort  Collins  Northern  Calc. 

Business  Products  303  493-8848 

Greeley  Bachmans  303  352  7503 

Greeley  Nelson  Office  Supply  303  353-0246 

LaJunta  Gobin's  303  384  4761 

Lamar  Gobin's  303  336  4727 

Loveland  Belcher  Office  Supply  303  667  4121 

Rocky  Ford  Gobin's  303  254-3055 

Salida  Mountain  Mail  303  539  6691 

Steamboat  Springs  Tip  Top  Type  Shop  303  879-0225 


HAWAII 

Hilo  Office  Things,  Inc  808  935  5401 

Honolulu  Office  Things.  Inc  808  524  0220 

Kahului  Office  Things,  Inc.  808  877  7331 

Kaunakakai  Office  Things,  Inc  808  558-8956 


IDAHO 

Boise  A  1  Business  Machines  208  345-0054 

Kellog  Panhandle  Office  Supply  208  786-9101 
Pocatello  Intermountam  Business 

Systems  208  233  3812 

Twin  Falls  Snyder's  Office  Equipment  208  733  7075 


NEVADA 

Las  Vegas  A  1  Office  Machine  Co.,  Inc.  702  384- 1775 
Reno  Sin  Business  Machines  702  323-3079 


NEW  MEXICO 

AlamogordoThe  Ink  Well  505  437-7300 
Albuquerque  American  Computing  & 

Electronics  505  265  9535 

Farmington  Office  Supply  &  Service  Co  505  327-7381 

Gallup  Gallup  Blue  Print  505  863  9396 

Hobbs  I  Got  It  Business  Machines  505  393  3676 
Las  Cruces  Office  Machines  &  Service, 

Inc.  505  523  7406 

Lovington  The  Office  Center  505  396  362 1 

PortalesThe  Office  Center  505  356  4477 

Roswell  John  Office  Supply  505  622  1251 

Santa  Fe  Southwest  Business  Systems  505  982-4224 

Silver  City  Pete's  Business  Machines  505  538  9712 


OREGON 

Burns  Burns  Office  &  Art  Supply  503  573  223 1 

Coos  Bay  Frank's  Office  Equipment  503  269  9383 

Eugene  Eugene  Selectionics  503  687  0774 

Eugene  Oregon  Typewriter  &  Recorder  503  342-2463 

Medford  Valley  Office  Equipment  503  779  4000 

Newport  Kangiser  Office  Supply  503  265  5571 

Portland  Oregon  Typewriter  &  Recorder  503  224  2141 

Roseburg  Roen's  Office  Equipment  503  672  6768 

Salem  Oregon  Typewriter  &  Recorder  503  364  3344 

The  Dalles  Craig  Office  Supply  503  296  5631 

UTAH 

Moab  Spencer's  Printing  &  Stationery  801  259  5735 

Ogden  Intermountam  Office  Equipment  801  399-5826 

Provo  Lloyd's  Typewriter  Company  801  374  0725 
Salt  Lake  City  All  Makes  Typewriter 

Company  801  328  4941 

WASHINGTON 

Bellingham  Blackburn  Office 

Equipment  206  733  7660 

Clarkston  Hohman  Business  Machines, 

Inc.  509  758  8165 

College  Place  Color  Press  509  525  6030 

Everett  Alpine  Office  Equipment  206  252  4164 

Longview  Area  Office  Products  206  636  5924 

Pasco  Basin  Typewriter  Company  509  547  8896 

Seattle  Acme  Office  Machines  Service 

Co  206  633  3355 

Seattle  McDonald  &  Klein,  Inc  205  527  3700 

Spokane  ABC  Office  Equipment  Co  509  489  4444 

Tacoma  Calculators  Unlimited  206  572-5678 

Wenatchee  Keeter  &  Rodstol,  Inc  509  663  6311 

Yakima  Sig's  Office  Machines  509  248  6550 

WYOMING 

Cheyenne  Frontier  Office  Equipment  307  634-9665 

Lander  Marv's  Office  Equipment  307  332  9763 

Sheridan  Top  Typewriter  307  672-3144 

Torrington  Torrington  Office  Products  307  532  7374 


Where  quality  is  the  constant  factor. 

Electronic 

^^Cll  ■  V  1 1  Calculators 

Canon  USA,  Inc  .  10  Nevada  Drive.  Lake  Success.  New  York  1 1042 

Canon  USA,  Inc   140  Industrial  Drive,  Elmhursl.  Illinois  60126 

Canon  USA.  Inc  .  123  Paulanno  Avenue  East,  Costa  Mesa.  California  92626 


Europe's  $5  billion  Robeco  group  has  a  bigger 
U.S.  portfolio  than  most  domestic  mutual 
funds.  Is  it  bullish  on  America? 


High  rollers  in 
Rotterdam 


By  Paul  W.  Sturm 

Money,"  said  Sir  Francis  Bacon 
some  three  centuries  ago,  "is 
like  muck,  not  good  except  it  be 
spread."  In  1929  a  handful  of  Rotterdam 
burghers  heeded  that  advice  and  set  up 
an  investment  club  to  buy  shares  in  U.S. 
companies.  Despite  the  inauspicious 
timing,  their  organization  weathered  the 
Depression  and  continued  to  emphasize 
worldwide  diversification.  Today,  the 
"club"  has  holdings  of  over  $5  billion  and 
claims  to  be  the  largest  independent 
money  manager  outside  the  U.S. 

It  runs  four  huge  open-end  mutual 
funds:  Robeco,  the  original  equity  fund, 
has  just  under  half  the  group's  assets.  A 
fast-growing,  five-year-old  bond  portfolio 
has  $  1 .6  billion.  And  Rolinco,  wbich  spe- 
cializes in  growth  stocks,  has  just  over 
$1  billion.  The  newest  fund,  Rodamco, 
was  launched  two  months  ago  with  a 
$250  million  real  estate  portfolio. 

Robeco's  funds  aren't  flashy  perform- 
ers. Their  nearly  500,000  shareholders 
are  mostly  Dutch  and  other  European 
investors  out  to  keep  what  they  have, 
not  to  get  rich  quick.  They  want  to  diver- 
sify for  reasons  that  have  made  sense 
over  generations.  However,  Robeco's  in- 
ternational investment  policy  is  also  a 
convenient  hedge  against  currency  fluc- 
tuations. In  dollar  terms,  for  example, 
the  group's  oldest  fund  has  risen  faster  in 
value  over  the  past  five  years  than  the 
U.S.  Consumer  Price  Index — a  record 
few  big  U.S.  money  managers  can 
match.  Stock  selections  have  worked  out 
well  also.  Adjusted  for  currency  changes, 
growth-oriented  Rolinco  has  outper- 
formed every  major  market,  except  those 
in  Japan  and  Switzerland,  since  it  was 
created  in  1965. 

For  all  its  size  and  scope  the  Robeco 
group  gets  by  with  a  surprisingly  small 
staff.  About  20  people  handle  research 
and  portfolio  management.  The  chief  in- 
vestment strategist  is  34-year-old  Nico- 
laas  Veer,  a  sensible  Dutch  economist 


Robeco's  pail  folio  boss  Nicolaas  Veer 
Long-term  the  U.S.  looks  good. 


who  went  to  work  for  the  funds  while 
still  a  student.  Despite  his  age,  Veer's 
thinking  is  deliberate — and,  at  the  mo- 
ment, particularly  cautious. 

"We're  not  bullish  anywhere  for  the 
short  term,"  he  says.  "There  isn't  a  mar- 
ket in  the  world  where  I'm  afraid  of 
missing  something."  His  attitude  toward 
Wall  Street,  where  Robeco  has  nearly  $1 
billion  invested,  is  typical:  "The  Dow 
has  been  in  a  range  between  780  and  920 
for  a  long  time,  and  we  don't  see  a  break- 
out soon  on  either  side." 

For  Veer,  this  is  a  "trading"  environ- 
ment, where  he  can  juggle  Robeco's  as- 
sets to  get  an  optimum  balance  of  indus- 
try groups  and,  more  important,  the 
proper  geographical  mix.  "First,  we  wor- 
ry about  the  country,  then  the  sector  and 
finally  the  particular  stock,"  he  says.  At 
the  moment,  Veer  thinks  an  internation- 
al portfolio  should  be  invested  with 
about  30%  in  North  America,  20%  in  the 
Far  East,  mainly  Japan,  10%  in  Germany, 
10%  in  the  Netherlands  and  10%  di- 
vided between  France  and  Switzerland, 


with  the  remaining  20%  in  cash. 

Not  surprisingly,  Veer's  ideal  closely 
parallels  the  Robeco  group's  present  pro- 
file— though  it  is  hardly  static.  During 
the  Sixties,  U.S.  assets  were  over  50%  ofj 
the  total,  and  more  recently,  exposure  in 
lapan  was  far  greater  than  at  present. 
The  Dutch  position  is  always  heavy,  but 
with  an  emphasis  on  multinationals 
rather  than  local  stocks.  The  fund's  $150 
million  stake  in  Royal  Dutch  Petroleum 
is  its  largest  single  holding,  making  Ro- 
beco Shell's  largest  shareholder. 

At  the  moment,  with  world  equity  and 
currency  traders  digesting  the  impact  of 
higher  oil  prices,  Veer  isn't  worried  about 
his  positions  in  oil-short  Germany  or: 
Japan.  "The  markets  are  trying  to  say 
which  countries  will  suffer  most  and 
which  will  suffer  least,"  he  says,  "and  we 
think  they  might  have  overreacted.  The 
yen  is  off  by  25%  against  the  guilder,  and 
people  are  worrying  about  inflation  in 
Germany.  So  the  dollar  is  strong.  But 
remember,  it  jumped  20%  after  the  1973 
oil  crisis — and  that  was  the  beginning  of 
the  big  decline. 

"The  difference  is  that  the  hard-cur- 
rency countries  are  doing  something 
about  their  problems,  while  the  U.S.  still 
won't  accept  tougher  fiscal  and  mone- 
tary policies.  In  Germany,  they've  al- 
ready moved  three  times  to  raise  interest 
rates,  and,  frankly,  I'm  not  worried  about 
inflation  there  rising  from  3%  last  year 
to  4%  or  5%  now.  I  know  the  mentality 
exists  to  keep  it  from  creeping  higher. 
The  U.S.  is  tightening  up,  too.  But  you've 
had  a  booming  economy  for  four  years; 
the  German  upturn  really  began  just  last 
summer." 

He  does  anticipate  that  eventually  a 
harder  economic  line  from  Washington 
will  give  a  big  boost  to  the  U.S.  market. 
So  over  the  longer  term  he  expects  a  shift 
in  Robeco's  investment  emphasis  from 
Europe  back  across  the  Atlantic. 

The  group's  massive  North  American 
portfolio  already  reflects  his  feelings 
about  where  the  best  opportunities  will 
be  when  the  U.S.  sets  its  economic 
house  in  order.  Gradually,  Robeco  hasi 
bailed  out  of  consumer-oriented  stocks 
like  Avon  Products,  Eastman  Kodak, 
Procter  &  Gamble  and  Sears,  Roebuck. 
"Throughout  the  world  for  the  past  15] 
years, ".Veer  explains,  "the  consumer  has 
been  getting  more  and  more  of  the  pie. 
What  do  you  think  happened  to  all  those 
budget  deficits?  Money  went  into  con-] 
sumer  spending  and  not  corporate  prof- 
its. So  investment  went  down  and  infla- 
tion went  up.  Now,  in  the  U.S.  especial- 
ly, policies  will  have  to  benefit  the 
producers.  The  change  won't  be  popular, 
but  it  will  come." 

For  funds  like  Veer's — too  big  to  pick 
and  choose  among  small  growth 
stocks — that  means  a  larger  stake  in  at- 
tractively priced  capital-goods  producers. 
Late  last  year  Robeco  made  a  $4  million 


60 


FORBES,  MAY  28,  1979 


■    •  ■  ■ 


Dad  always  enjoyed  your  letters, 
Hell  especially  enjoy  these  on  Father's  Day 


:  ■ 


The  symbol  of  imported  luxury.  Bottled  in  Canad 


Enjoy  our  quality  in  moderation. 


il  a . 


Canadian  whisky.  A  blend  of  Canada's  finest  whiskies,  6  years  old.  86.8  Proof.  Seagram  Distillers  Coy  N  Y  C 


"By  putting  the  IBM  Series/1 
where  our  people  are,  we're  giving 
them  local  control  of  their  operations 
that  they  couldn't  get  through  our 
central  computers  alone,"  says  Paul 
Pavloff  of  Champion  International,  a 
major  producer  of  building  materials, 
papers  and  paper  packaging. 

"Thirty-three  Champion  distribu- 
tion centers  now  have  their  own 
Series/1  for  such  functions  as  order 
entry,  invoicing  and  inventory  con- 


trol," he  continues.  "At  night,  each 
Series/1  transmits  consolidated  data 
to  our  large  IBM  computers  for 
timely  management  use.  And  they're 
helping  us  plug  profit  leaks  through 
better  control  of  inventories  and 
complicated  pricing  schedules. 

"All  in  all,  our  Series/1  units  start 
to  pay  for  themselves  from  the  day 
they  go  on  line.  By  1980,  we  expect  to 
equip  over  150  field  locations  with 
them." 


To  achieve  full  distributed  pro- 
cessing capability  at  so  many  remote 
locations  and  integrate  those  stations 
with  the  central  computer.  Champion 
developed  its  own  versatile  data  man 
agement  system,  including  a  unique 
programming  language. 

The  IBM  Series/1  is  small  enough 
to  fit  almost  anywhere,  flexible 
enough  to  manage  a  variety  of  data 
processing  tasks  and  powerful 
enough  to  handle  both  remote  termi- 


We  deliver  computing  power  to  33  of 
our  field  locations  through  distributed 
processing  with  the  IBM  Series/1'' 


rial  and  central  information  process- 
ing. It  features  online  capability  so 
that  information  is  available  to  you  at 
any  terminal  just  as  quickly  as  it's 
processed.  And  because  it's  modular, 
Series/1  is  ready  to  grow  when  you  are. 

What's  more,  Series/1  is  supported 
oy  an  extensive  service  organization 
that  enables  IBM  to  respond  promptly  to 
y^our  service  needs,  even  in  remote  areas. 

If  you'd  like  to  know  more  about  how 
your  company  can  benefit  from  Series/1, 


Paul  Pavlqff,  Vice  President,  Management  Information  Systems,  Champion  International  Corporation 

the  IBM  General  Systems  Division, 
P.O.  Box  2068, 

Atlanta,  GA  30301. 


get  in  touch  with  your  IBM  Series/1 
marketing  representative  or  write 


The  remarkably  flexible  IBM  Series/1 
offers  a  broad  range  of  modular  features 
that  allow  you  to  build  the  data  processing 
system,  you  need  at  a  low  cost. 


in  "wm 

A  small  computer  can  make  a  big  difference. 


Report  from  Number  One  Wall  Street 


How  to  protect  your  $500,000-plus  estate. 


Reduce  the  tax  bite. 

Janet  Hunt,  head  of  living  s  Estate 
and  Trust  Department,  is  one  of 
the  first  women  in  banking  to 
hold  such  a  responsible  position. 
She  knows  the  business. 

"With  taxes  the  way  they  are," 
says  Janet,  "financial  planning  is 
vital.  At  Irving,  we  start  by 
reviewing  your  family  situation, 
assets  and  financial  goals. 

"Then  we  work  with  you.  your 
attorney,  accountant  and  insur- 
ance agent  to  develop  a  plan  that 
meets  your  goals.  Throughout,  our 
planning  officers  look  for  and  find 
ways  to  reduce  taxes.  On  a  typical 
$500.000  estate,  the  combined 
use  of  the  maximum  marital  deduc- 
tion and  a  "tax  sheltered'  trust  for 
the  balance  of  the  estate  can  save 
more  than  $70,000  in  estate  taxes. 


Most  of  the  officers  in  the  Trust 
Department  have  law  degrees 
and  are  better  able  to  work  with 
your  attorney  when  he  faces  legal 
problems." 

Rely  on  specialists. 

In  tax  matters,  however,  the  trust 
officers  can  turn  to  an  in-house  tax 
specialist.  John  Day  manages 
livings  Fiduciary  Tax  Department, 
also  has  a  law  degree  and  spe- 
cializes in  estate  and  trust  tax  law. 

Says  Jack:  "We're  alert  to  the 
ways  under  the  laws  to  hold 


down  taxes.  We  help  customers 
preserve  their  wealth." 

Get  personal  service. 

Howard  Patch  is  one  of  the 
officers  in  living's  Trust  Depart- 
ment. As  a  professional  with 
more  than  thirty  years'  experi- 
ence, he  typifies  the  qualities  that 
make  Irving  a  major  bank  in 
estate  and  trust  management:  com- 
mitment, competence,  continuity. 

"living's  service  is  different 
because  each  officer  has  a  limited 
number  of  accounts,  "says  Howard. 
"Our  customers  are  people,  so  we 
treat  them  like  people.  And  we 
handle  all  inquiries  personally  and 
promptly.  For  a  review  of  your  trust 
needs,  call  us  at  212-487-2350." 
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Irving  Trust  Company.  Unique.  Worldwide, 


A  CHARTER  NEW  YORK  BANK  O 


THE  OFFICIAL  BANK  OF 
*  THE  1980  OLYMPIC  WINTER  G  AMES. 


Member  FLIC. 


Ranking  the  world's  equity  markets 


The  chart  below  shows  the  total  market  value  of  each  nation's  public- 
ly traded  corporations.  Even  including  smaller  countries  that  don't 
make  this  top-ten  list.  U.S.  shares  account  for  nearly  half  of  the 
world's  quoted  equity  capital.  Thus,  any  internationally  diversified 
investor  with  less  exposure — like  Robeco  at  the  moment — is  hardly 
bullish  on  America.  The  data  are  as  year-end  197S  and  include 
national,  over-the-counter  and  regional  stock  exchanges. 
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investment  in  Beadir,  and  in  the  coming 
months  Veer  expects  :uvr.;  rpporruni- 
ties  in  related  stocks  such  as  machine- 
tool  builder  Warner  <s  S-.v  j.icv  A:  :ie 
same  time.  Rolinco.  the  group's  growth 


er  sciences,  Ungual  hquipment  and  rour- 
Phase  Systems.  Internationally,  the  same 
anticonsumer  approach  prevails:  Robeco 

Philips  because  the  former  has  a  bigger 
stake  in  mdustnal  equipment. 

Bevond  that  broad  scenario,  Veer  sees 
c»pportuTiities  m  the  U.S.  domestic  oil 
mdustrv.  "I  compare  what's  happening 
on  Wall  Street  now  with  Canada  savs 
fan  Voute.  who  follows  North  American 
holdings  full-time  for  Veer  "They  devel- 
oped their  energy  policy  in  19T6,  and  it 
took  the  market  years  to  realize  that  it 
meant  higher  profits  for  domestic  pro- 
ducers. Look  at  the  way  Carter's  excess 
profits  tax  is  played  in  your  press.  It's  as 
if  he's  ripping  off  the  industry.  Actually, 
the  question  is  how  much  of  the  gift  fust 
handed  them  gets  taken  away/'  The  oil 
stocks  Voute  likes:  Cities  Service,  Getty, 
Natomas  and  Superior  Oil- 
Along  with  such  sector  analysis,  of 
course,  Robeco  is  always  following  Ba- 
con's admomnon  by  seeking  new  places 
to  spread  its  money.  Italy  and  Sweden, 
where  the  fund  once  had  significant 
holdings,  are  now  gone  from  the  portfo- 
lio. And  Veer  admits  that  the  group's 
negative  stance  toward  the  U.K.,  where 
the  London  index  has  iumped  7S%  over 
the  past  two  years  was  its  most  costly 
recent  mistake.  To  rectify  that,  he  is  at 
present  scouting  two  new  bourses — 
Mexico  City,  where  thinly  traded  shares 
advanced  300%  in  the  past  IS  months, 
and  Seoul,  where  nonresident  stock  own- 
ership is  now  banned-  If  opportunities 
exist  for  investors  of  its  size  in  either 
place,  the  S3  billion  club  of  Rotterdam 


of  the  SEC.  As  a 


No  soliciting,  please 

Despite  Robeco's  50-year  history  and  unassailable  conser-  redemptions  o 
vansm.  the  Securities  c\  Exchange  Commission  won  t  the  market  su 
allow  the  group  to  sell  any  of  its  four  funds  in  the  U.S.  Part  moral  obhgatii 
of  the  reason  is  a  healthy  skepticism  about  foreign  invest-  Also,  Robeo 
ment  companies  that  stems  from  the  collapse  of  Bernard 
Comf eld's  Investors  Overseas  Services-  But  perhaps  equal- 
ly important  is  the  unusual  way  Robeco  does  business. 

The  group  blurs  the  industry's  normal  product-line  dis- 
tinctions. It  accepts  new  money  continually,  as  do  U-S. 
open-end  funds.  Yet  Robeco  bearer  shares  trade  on  20 
stock  exchanges  around  the  world  in  much  the  same  wav 
that  closed-end  funds  are  listed  here.  The  difference  how- 
ever, is  that  there  is  never  an  embarrassing  discount  from 
net  asset  value.  Traders  in  Amsterdam  keep  in  touch  with 
the  firm's  headquarters  which  either  buys  or  sells  units 
every  day  to  hold  that  relationship  at  par.  Robeco  as  a 
group  has  alwavs  been  a  net  seller  of  new  equity.  But  in 
recent  years  the  growth  has  come  from  its  bond  fund;  the 
common  stock  funds  have  suffered  from  an  excess  of 


itors  worry  that 
-ese  shires  :s  i 


mprofit  company,  it  freely  reveals 
mere  0.25%  of  assets.  But  while  its 
ngs  in  detail  every  six  months,  the 
larket  value.  "Showing  acquisition 
our  portfolio  people  to  sell  near  a 
ier  not  to  report  a  loss. "  says  Willem 
Robeco s  five  managing  directors. 


costs  would  pressure  our  ] 
reporting  period  in  order  noi 
Engelberts,  one  of  Robec 
"We'd  much  rather  they'd  think  long-term." 

Until  such  problems  are  solved  and  Robeco  gets  a  U.S. 
f-xrhan{*»  Kiting  thpfirm  is  in  IpgaTlTmbo  Tf  somponefmm 
your  country  writes  us,  we  can't  even  mail  a  brochure  say  s 
Engelberts-  "We  just  tell  him  to  see  a  good  broker.'  That,  of 
course,  can  lead  to  buying  Robeco  shares  in  an  overseas 
market.  Owning  them  isn't  illegal  for  U.S.  citizen;  : 
group  just  can't  solicit  business  here.  — P.W.S. 
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Another  Tenneco  Venture: 


jENNECOj 


The  Atlantic  Frontier. 

We're  among  the  pioneers  in  this 
unexplored  region,  probing  beneath  the 
seas  for  tomorrow's  energy. 


Part  of  the  solution  to  America's  energy  prob- 
lems may  be  waiting  thousands  of  feet  beneath 
the  Atlantic  Ocean  floor.  No  one  knows  where 
oil  and  natural  gas  may  be,  or  how  much  there 
is,  but  Tenneco  is  investing  millions  of  dollars 
in  this  search  for  new  reserves. 

Yes,  there  have  been  dry  holes  drilled  in 
the  area,  but  that  was  also  the  case  with  the 
Alaska  North  Slope  before  that  major 
discovery— to  cite  just  one  example. 

The  potential  gains  are  worth  the  risk. 
Success  would  add  to  the  82,000  barrels  of  oil 
and  one  billion  cubic  feet  of  natural  gas 
Tenneco  now  produces  daily.  And  it  would 
help  reduce  our  nation's  dependence  on 
imported  oil. 

In  the  Baltimore  Canyon  area  of  the 
Atlantic  Frontier,  off  the  New  Jersey  coast, 
we've  paid  $40  million  for  interests  in  ten 
leases.  We've  already  started  drilling  there, 
on  our  lease  adjoining  the  only  area  where 
natural  gas  has  been  found  so  far. 

We've  also  invested  $24  million  for  drill- 
ing rights  on  eight  tracts  in  another  Atlantic 
Frontier  area— the  Southeast  Georgia  Embay 
ment  off  Georgia  and  Florida.  We'll  start  drill- 
ing there  later  this  year. 

We're  putting  to  work  in  the  Atlantic 
everything  we've  learned  in  20  years  of  drilling 
in  the  Gulf  of  Mexico.  When  Tenneco  started  in 
the  Gulf,  that  area  was  still  an  energy  frontier. 
Now,  we  are  a  leading  proaucer  of  natural  gas 


in  the  area.  And  our  success  has  helped  us 
become  one  of  the  few  companies  to  increase 
domestic  natural  gas  and  oil  production  over 
the  past  five  years. 

Tenneco  is  particularly  committed  to  the 
search  for  natural  gas  because  we  operate 
one  of  the  nation's  largest  pipeline  systems. 
We  are  determined  to  keep  supplies  flowing 
through  our  1 6,000  miles  of  pipeline,  serving 
utility  companies  and  their  millions  of 
customers  in  24  states. 

The  effort  to  find  more  natural  gas  is 
urgent.  Last  year  America  consumed  1 9  tril- 
lion cubic  feet;  only  1 0-1 2  trillion  were  dis- 
covered. We  must  add  to  our  nation's  supply 
through  increased  domestic  exploration.  The 
more  natural  gas  and  oil  we  can  find  domes- 
tically, the  less  imported  oil  will  be  needed. 

That's  why  Tenneco  will  spend  more 
money  for  energy  exploration  and  production 
in  1 979  than  ever  in  our  history— about 
$600  million. 

Energy  makes  up  two-thirds  of  our 
business,  but  Tenneco  continues  to  supply 
other  basic  needs,  like  food,  automotive  com- 
ponents, chemicals,  ships,  packaging,  and 
farm  and  construction  machinery. 

That's  Tenneco  today:  growing  in  energy 
...and  more. 

For  more  information  on  Tenneco,  write 
Dept  D-2,  Tenneco  Inc..  Houston,  TX  77001 


TENNECO  OIL  O  TENNESSEE  GAS  TRANSMISSION  O  J  '  CASE  O  TENNECO  AUTOMOTIVE  O 
TENNECO  CHEMICALS  O  NEWPORT  NEWS  SHIPBUILDING  O  PACKAGING  CORP  OF  AMERICA  OTENNECO  WEST 


Deregulation  may  not  do  the  railroads  much 
good,  but  railroadmen  figure  they  couldn't  be 
much  worse  off  than  they  already  are. 


Nothing  left 
to  lose? 


By  James  Cook 


The  only  thing  worse  than  not 
getting  what  you  want,  the  rail- 
roads are  discovering,  may  be  fi- 
nally getting  it.  After  decades  of  yearn- 
ing, they  now  face  the  prospect  of  getting 
the  freedom  to  set  their  own  rates,  take 
their  own  risks  and  control  their  own 
destiny.  And  the  result  may  be  chaos. 

In  theory,  rail  deregulation  sounds 
wonderful,  but  the  time  is  very  late.  Says 
Norfolk  &  Western  President  John  P. 
Fishwick:  "In  the  years  when  the  rail- 
roads had  a  cost  advantage 
over  the  trucks — mainly 
before  the  interstate  high- 
way system  was  built — 
they  were  restrained  from 
exercising  that  price  ad- 
vantage by  regulation. 
Now  they've  lost  it.  Basi- 
cally, for  general  merchan- 
dise traffic,  truck  costs  are 
no  higher  than  rail  costs." 

But  general  merchan- 
dise is  less  than  15%  of 
rail  traffic  volume:  The 
rest  is  in  bulk  commod- 
ities like  coal,  grain  and 
ore  where  the  railroads 
still  have  a  big  cost  advan- 
tage. By  raising  rates 
sharply  on  these  items, 
the  railroads  could  im- 
prove earnings  and  take  a 
long  step  toward  generat- 
ing the  capital  they  need. 
And  they  could  theoreti- 
cally raise  those  rates 
witb  little  loss  in  traffic. 

Almost  no  one,  howev- 
er, believes  that  the  in- 
dustry will  win  that 
much  freedom.  Interstate 
Commerce  Commission 
Chairman  A.  Daniel  O'- 
Neal, for  one,  rejects  the 
whole  notion  out  of  hand. 
Even  the  Administration, 


which  ultimately  favors  total  deregula- 
tion, proposes  to  limit  their  rate-raising 
freedom  to  7%  a  year  plus  inflation  for  at 
least  a  five-year  transitional  period. 

Rate-making  deregulation,  of  course, 
would  also  affect  the  kind  of  rate  changes 
the  railroads  could  make  and  how  fast 
they  could  make  them.  For  instance, 
Federal  Railroad  Administrator  John  M. 
Sullivan  argues  that,  given  authority  to 
make  rates  on  "backhaul"  traffic — traffic 
that  would  fill  up  freight  cars  that  would 
otherwise  travel  empty — the  railroads 
could  win  back  from  the  trucks  the  car- 


The  Norfolk  &  Western  's  John  Fishwick 

The  real  issue  is.  What  do  you  do  about  the  trucks? 


riage  of  fresh  produce  from  coast 
coast.  And  President  James  R.  Wolfe  c 
the  Chicago  &  North  Western  maintain 
that,  freed  of  delay  and  red  tape,  his  roa 
could  win  back  grain  traffic  by  cuttin 
rates  in  slack  periods — just  as  the  barge 
do  now. 

On  balance,  then,  rate  deregulatioi 
could  well  yield  the  railroads  a  net  gair 
though  not  necessarily  a  huge  one.  An 
greater  freedom  to  dump  unwantei 
routes  would  be  a  great  help,  especiall" 
for  the  troubled  midwestern  railroad^ 
The  Department  of  Transportatioj 
wants  to  let  the  railroads  abandon  sel 
vice  on  eight  months'  notice,  versus  to 
day's  procedures,  which  can  take  as  Ion, 
as  two  or  three  years. 

But  there's  a  catch:  If  the  DOT  has  it 
way,  deregulation  would  also  subjec: 
both  mergers  and  railroad  rate-making  U 
the  antitrust  laws  for  the  first  time 
DOT's  Secretary  Brock  Adams  contend] 
this  would  impose  little  real  limitation 
on  mergers,  especially  end-to-end  onesi 
and  given  the  industry's  miserable  merg 
er  record  (Forbes,  Mar  5),  any  loss  or 
that  account  might  be  slight.  But  th 
threat  to  joint  rate-making  is  somethinj 
else.  Under  the  1948  Reed-Bulwinkh 
Act,  the  railroads  may,  under  ICC  super 
vision,  get  together  to  set  joint  rates  anc 
decide  how  the  proceeds  shall  be  divided 
Deregulation  would  largely  end  that,  anc 
along  with  it  the  possibility  of  posting 
general,  across-the-boarc 
increases.  The  conse 
quences,  most  railroad 
men  fear,  would  probabl) 
be  chaotic. 

Even  worse,  in  some  re 
spects,  the  DOT  proposes 
letting  the  railroads  repu 
diate  their  existing  joinl 
rates  either  directly  or  b> 
making  joint  rates  more 
expensive  than  single  line 
rates.  The  Norfolk  & 
Western's  John  Fishwick 
cites  an  example:  "We 
now  have  a  rate  from  St. 
Louis  to  Buffalo,  and  on  ta 
New  York  by  Conrail 
Conrail  wants  to  be  able 
to  cancel  any  joint  rate  it 
says  it  doesn't  make 
profit  on.  So  all  Conraii 
has  to  do  is  cancel  this) 
joint  rate,  and  anything 
that  moves  from  St.  Louii 
to  New  York  has  to  mov< 
by  Conrail.  You  can  se< 
how  this  would  be  advan 
tageous  for  long-haul  car 
riers  of  great  coverage." 

"The  guy  with  the  long 
haul,"  says  Santa  Fe  Presi- 
dent Lawrence  Cena, 
"can  pretty  much  control 
the  traffic."  The  result  id 
that  the  smaller  railroad 
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yill  have  to  meet  the  big  railroad's  rate. 

The  fact  that,  despite  their  misgivings, 
aost  railroadmen  are  willing  to  take  a 
hance  on  deregulation  indicates  how 
lesperate  they  have  become.  A  decade 
go  the  railroads  were  unanimous  in  as- 
erting  the  need  to  protect  their  antitrust 
mmunity  and  their  rate-making  powers, 
lut  no  longer.  "Basically,"  says  Santa  Fe 
rhairman  John  S.  Reed,  "many  railroads 
re  for  deregulation  on  the  theory  they 
an't  do  much  worse  than  they  have  in 
he  past." 

DOT's  Brock  Adams  favors  deregula- 
ion  as  needed  to  strengthen  the  rail- 
oads  against  the  increased  competitive 
ressure  he  sees  developing  from  trucks, 
specially  in  so-called  captive  railroad 
larkets.  Says  he:  "The  railroads  are 
lore  than  competitive  in  coal,  grain, 
netals  and  paper.  But  the  trucks  are  try- 
tig  to  get  more  and  more  weight  limits 
ip  so  they  can  carry  these  things.  I  don't 


In  the  years  when  the  rail- 
oads  had  a  cost  advantage 
>ver  the  trucks — mainly  be- 
ore  the  interstate  highway 
ystem  was  built — they  were 
estrained  from  exercising 
hat  advantage  by  price  regu- 
ation.  Now  they've  lost  it." 


bink  they  should  be  encouraged.  I  think 
:'s  bad  for  the  highways,  bad  for  the 
rucks  and  for  the  railroads  generally." 

Adams  suggests  that  the  trucks'  very 
uccess  may  be  their  undoing,  bringing 
own  upon  them  the  user  charges  the 
ailroads  have  always  insisted  were  nec- 
ssary  for  competitive  balance.  The  fed- 
ral  government  built  the  interstate 
ighways,  he  explains,  but  their  mainte- 
ance  lies  with  the  states,  which  are 
eginning  to  recognize  that,  given  the 
peed  of  truck-caused  deterioration, 
laintenance  is  a  serious  burden.  Says 
uiams:  "We're  getting  complaints  from 
tate  directors  of  transportation.  'Help  us 
/ith  our  problem,'  they  say.  'Our  high- 
/ays  are  being  torn  to  pieces  because 
hey've  got  too  much  weight  on  them.' 
Vhen  that  happens,  the  American  peo- 
le  have  a  decision  to  make,  whether  to 
Lmit  the  very  heavy  long-distance  truck 
raffic  and  try  to  get  those  containers  on 
he  railroads.  You're  going  to  have  to  pay 
o  repair  those  highways.  Either  the 
tates  are  going  to  have  to  put  taxes  on  to 
o  it,  or  the  federal  government  is." 

John  Fishwick  says  the  same  in  other 
/ords:  "The  whole  deregulation  bit  is  a 
/ay  of  avoiding  the  real  issue:  What  do 
ou  do  about  the  trucks?  Are  you  going 
o  make  them  pay  more?  If  not,  you're 
ither  going  to  have  to  let  the  railroads 
hrink  their  operations  in  line  with  rev- 
nues,  or  you'll  have  to  subsidize  or  na- 
ionalize  them.  It's  as  simple  as  that."  ■ 
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How  a  former  salesman  who  never  went  to 
college  taught  the  M.B.As  and  Ph.D.s  a  thing 
or  two  at  U.S.  Surgical. 


The  guts  to  say 
1  was  wrong'  " 


The  Up  And-Comers 


A restless  Yankee  tinkerer,  with  a 
wealth  of  curiosity  but  without  a 
college  education,  hangs  around 
the  local  patent  broker's  office.  One  day, 
as  he  is  idly  fingering  a  long-neglected 
invention,  he  begins  to  see  how  to  make 
the  curious  object  a  commercial  success. 
He  crafts  a  crude  wooden  prototype  in 
his  basement  workshop.  He  persists  in 
spite  of  numerous  setbacks  and  makes  a 
fortune. 

Horatio  Alger-style  plots  like  that  may 
seem  too  quaint  and  farfetched  to  make 
the  best-seller  charts  these  days.  But 
Leon  Hirsch,  51,  president  and  chief  ex- 
ecutive of  U.S.  Surgical  Corp.,  couldn't 
care  less.  For  him,  that  plot  is  real 
enough.  It's  the  story  of  his  life. 

Over  the  past  five  years  $40  million 
(sales)  U.S.  Surgical — the  company  that 
began  as  a  piece  of  balsa  wood  in 
Hirsch's  palm  back  in  1964 — has  aver- 
aged a  princely  82%  return  on  equity 
(albeit  with  a  hefty  slug  of  debt  financ- 
ing), and  a  no  less  spectacular  59%  aver- 
age annual  increase  in  per-share  earn- 
ings. The  stock,  of  which  Hirsch  owns 
just  7.8%,  now  trades  over-the-counter 
at  a  breathless  18  times  earnings — which 
makes  Hirsch,  who  took  home  $262,500 
in  salary  and  bonus  last  year,  worth  over 
$6  million.  "It's  an  outrageously  small 
amount,"  he  says  with  a  pardonable  lack 
of  modesty,  "which  is  why  my  magnifi- 
cent board  just  gave  me  a  30,000-share 
restricted  stock  grant." 

It  would  have  seemed  like  an  outra- 
geously large  amount  if  you'd  talked  to 
Hirsch  back  in  1964  when  he  was  run- 
ning a  small,  struggling  dry-cleaning 
equipment  company  ("a  terrible,  terrible 
business,"  he  says  with  a  shudder). 
Hirsch  is  a  chronic  putterer  with  a  pen- 
chant for  biology  ("I  used  to  make  things 
like  thermostats  for  my  tropical  fish  and 
terrariums  for  my  salamanders,"  he  re- 


calls). He  had  gotten  in  the  habit  of  stop- 
ping by  the  local  patent  broker  in  his 
native  New  York  City  from  time  to  time 
to  see  what  was  new.  It  was  on  one  such 
visit  that  opportunity  knocked. 

"I  was  doodling  with  something  the 
gentleman  had  on  his  desk,"  says  Hirsch, 
"and  I  said  'What  on  earth  is  that?'  He 
said  'That  is  something  the  Hungarians 
and  Russians  used  to  suture  people  with 
instead  of  silk  and  gut.'  I  said  'You've  got 
to  be  kidding  me!  That  thing  looks  like  a 
shillelagh!'  And  it  did." 

The  "shillelagh"  was  in  fact  a  surgical 
stapler,  first  developed  by  a  Hungarian 
named  Hutl  in  1908.  In  those  preantibi- 
otic  days,  about  half  of  the  patients  who 
underwent  abdominal  surgery  died  from 
infection,  caused  mainly  by  contamina- 
tion from  spillage  from  the  stomach  or 
intestine.  Hutl  conceived  the  idea  of  put- 
ting a  large  clamp  over  the  area  to  be 
removed  and  then  fastening  down  the 
edges  with  stainless  steel  staples  (which 
the  body  accepts  without  any  reaction  as 
they  are  chemically  inert).  In  this  way  he 
achieved  closure  before  the  organ  was 
removed,  thereby  preventing  deadly 
spillage.  "It  was  a  brilliant  idea,"  says 
Hirsch,  "but  the  instrument  took  two 
hours  to  assemble,  and  two  people  to 
handle  it  because  each  staple  had  to  be 
placed  individually  into  the  instrument 
with  tweezers.  It  was  so  tedious  it  al- 
most negated  the  benefits." 

The  solution  struck  Hirsch  almost  at 
once:  Why  not  a  disposable  cartridge  for 
the  staples  inside  a  reusable  staple  gun? 
That  would  make  it  far  quicker  and  easi- 
er to  use.  He  got  the  names  of  three 
prominent  U.S.  surgeons  who  had  used 
the  old  European  "shillelagh"  staplers. 
He  went  down  to  the  basement  of  his 
house  and  out  of  balsa  wood  made  such  a 
cartridge-loaded  stapler  with  a  few  other 
refinements.  It  worked.  Two  Johns  Hop- 


kins surgery  professors  named  Mark  Ra- 
vitch  and  Felicien  Steichen  showed  keen 
interest  in  Hirsch's  prototype  and  of- 
fered to  test  the  stapler  free  when  it  was 
in  finished  form.  Hirsch  spent  his  sav- 
ings of  about  $75,000  getting  machine 
shops  to  build  metal  prototypes. 

Then  Hirsch  got  a  lucky  break.  An- 
other surgeon  he'd  shown  his  balsa  sta- 
pler to  was  a  friend  of  a  New  York  Yan- 
kees owner,  Larry  Macphail.  At  a  base- 
ball party  the  surgeon  ran  into  a  wealthy 
lawyer  named  Zanvyl  Krieger,  a  principal 
owner  of  the  Baltimore  Orioles,  to  whom 
he  mentioned  Hirsch's  idea.  Intrigued, 
Krieger  checked  it  out  with  Mark  Ra- 
vitch  at  nearby  Johns  Hopkins,  who  pro- 
nounced it  "very  interesting  medically" 
on  the  basis  of  several  successful  oper- 
ations. Krieger  (now  chairman  of  U.S. 
Surgical)  and  another  investor,  Ben  Ro- 
senbloom,  met  with  Hirsch  and  put  up 
$2  million  in  exchange  for  a  third  of  the 
company  apiece  (positions  since  reduced 
to  15.1%  and  6.8%,  respectively). 

But  wait.  The  happy  ending  is  not  yet. 
It  was  to  be  a  long  time  before  the  cash 
register  chimed  at  U.S.  Surgical.  "We 
spent  from  1964  to  1967  doing  nothing 
but  development  work,  creating  a  whole 
series  of  instruments  that  perform  many 
different  surgical  functions,"  says 
Hirsch.  "Before  we  made  our  first  dollar 
we  had  invested  about  $3  million."  Diffi- 
cult as  it  was  to  resist  trying  to  sell  his 
staplers  before  he  had  a  full  product  line, 
that  turned  out  to  be  a  critical  decision. 
"At  the  time  it  was  kind  of  hairy," 
Hirsch  says.  "But  it  was  the  right  deci- 
sion. Without  a  reasonably  full  product 
line  our  marketing  costs  would  have 
been  prohibitive." 

Hirsch  finally  did  launch  his  product 
line,  selling  through  surgical  distributors 
like  American  Hospital  Supply  and  Ipco. 
No  go.  Things  went  from  bad  to  worse. 
By  1969,  U.S.  Surgical  had  $1  million  in 
revenues  but  it  was  $1  million  in  the  red 
as  well. 

Yes,  the  doctors  were  buying  Hirsch's 
staplers.  The  advantages  were  obvious. 
The  devices  could  implant  the  equivalent 
of  up  to  66  hand-sewn  sutures  (33  staples) 
in  five  seconds,  thereby  cutting  operat- 
ing time  by  as  much  as  50%;  this  meant 
far  less  tissue  handling,  less  blood  loss 
and  faster  patient  recovery  time. 

Buying  but  not  using  Like  Eastman 
Kodak  or  Gillette,  tiny  U.S.  Surgical  had 
hoped  to  make  money  on  the  dispos- 
able— the  staple  cartridges.  If  the  doctors 
didn't  use  the  staplers  it  would  sell  few 
cartridges. 

"We  found  the  problem  was  educa- 
tion," says  Hirsch.  "A  surgeon  has  spent 
six  years  learning  how  to  sew  with  a 
needle  and  thread.  He  could  see  the 
medical  benefits  of  stapling,  but  when  he 
went  into  the  operating  room  and  it  was 
one  of  his  patients  for  whom  he  was 
responsible,  he'd  say  'Now  what  did  the 


70 


FORBES,  MAY  28,  1979 


alesman  say  I  do  with  this  thing?'  and 
le'd  put  it  down  and  go  back  to  manual, 
leedle  and  thread  suturing." 

The  only  doctors  who  were  regularly 
ising  U.S.  Surgical's  staplers  turned  out 
o  be  those  who  had  been  taught  how  to 
ise  the  device  in  the  operating  room  by 
ftrsch's  associate  Turi  fosefsen.  "In  the 
arly  days,  if  a  hospital  bought  a  set,  Turi 
vould  go  out  and  scrub  with  the  sur- 
;eons,  maybe  working  with  them  in  the 
nimal  laboratory  to  show  them  how  to 
ise  the  instrument,  and  she  would  de- 
cribe  what  Professor  Ravitch  or  Stei- 
hen  had  done  and  how.  She'd  had  two 
ears  scrubbing  with  Professor  Steichen 
m  surgical  stapling  cases  and  was  a 
;ualified  technical  expert." 

So  Hirsch  hired  20  registered  nurses, 
rained  them  thoroughly  in  the  use  of 
urgical  staplers,  and  dispatched  them  to 
rain  surgeons  in  the  operating  room  in 
he  proper  use  of  staplers.  While  techni- 
al  experts  are  commonplace  in  hospital 
iperating  rooms,  such  postsales  techni- 
al  instruction  (for  as  many  as  five  con- 
ecutive  operations)  was  highly  innova- 
ive.  "It  worked,"  says  Hirsch,  "but  it 
/as  too  expensive.  The  nurses  were  hav- 
ng  to  spend  too  much  of  their  time  on 
he  road." 

Then  Hirsch  tried  to  combine  the 
alesperson  and  the  technical  instructor 
iy  dropping  the  distributors,  hiring  med- 
cs  and  paramedics  out  of  the  Army  and 
ising  them  as  a  direct  sales-instructor 
Dree.  That  didn't  work  either.  "We 
3und  you  couldn't  teach  them  to  sell," 
ays  Hirsch. 

Gradually  Hirsch  and  fosefsen  hit  on 
he  winning  formula:  Hire  experienced 
op-notch  salespeople;  put  them  through 

rigorous  training  course;  put  them  on 
ommission;  send  them  out  into  operat- 
ing rooms;  and  fire  them  quickly  if  they 
on't  get  results. 

None  of  this  was  easy.  Hirsch  ex- 
plains: "It's  taken  us  a  good  ten  years  to 
develop  the  techniques  we  use  to  train 
iur  sales  force.  All  of  our  people  take  a 
40-hour  course — six  days  a  week,  eight 
lours  a  day,  three  hours  of  homework  a 
light.  We  cover  basic  anatomy,  physiol- 
igy,  terminology,  instrumentation,  sur- 
ical  protocol  [such  as  never  touching  the 
atient  during  surgery].  Then  you  learn 

0  surgical  procedures.  You  get  40  hours 

1  dog  lab  training  where  you  yourself  are 
oing  the  surgery  with  an  instructor." 
^11  of  this  costs  U.S.  Surgical  about 
8,000  per  salesperson — an  extremely 
ostly  sales  force. 

Hirsch  motivates  his  salespeople  by 
ising  the  carrot  of  a  straight  commission 
almost  unheard  of  in  the  industry)  based 
m  percentage  increase  rather  than  sim- 
Jy  on  sales  volume  ("otherwise,  with 
iur  growth,  someone  would  quickly 
each  the  point  where  he  could  sit  back 
nd  simply  collect  the  reorders,"  says 
lirsch).  As  a  result,  U.S.  Surgical  sales- 


U.S.  Surgical  President  and  Chief  Executive  Leon  Hirsch 

"Wefeltjrom  day  one  this  was  going  to  be  a  big  company.  We've  run  it  that  way. 


ORBES,  MAY  28,  1979 


71 


forming 


Which  may  be  why  more  and  more  businessmen 
who  take  our  Concorde  once  take  it  again  and  again. 
For  only  $  146  more  than  First  Class  it  will  take  you 
from  New  York  to  London  in  3V2  hours.  To  arrive  re- 
freshed, invigorated,  and  ready  to  do  the  competition  in. 

1  ake  our  10  a.m.  flight  (every  day  but  Wednesday 
and  Friday),  and  you'll  have  same-day  daylight  con- 
nections to  47  cities  in  Britain,  Europe,  and  the  Mid- 
dle East. 

Also,  you  can  now  fly  to  Europe  the  same  day 
from  more  than  120  cities  in  the  U.S.— by  connecting 
with  the  midday  Concorde  in  New  York  (12: 15  p.m. 
daily)  or  Washington,  D.C.  (12: 30  p.m.,  Sunday,  Wed- 
nesday, Friday). 

You  can  even  fly  Concorde  direct  between  Dallas/ 
Ft.  Worth  and  London  via  Washington.  And  newest 
of  all,  from  London  to  Singapore  —  saving  6  hours. 

Call  your  Travel  Agent,  Transportation  Depart- 
ment, or  British  Airways,  and  make 
your  next  flight  to  London 

British  &jr/ 
airways  sIL. 

We  11  take  more  care  of  you 
to  Britain,  Europe,  the  World. 


tauon  i^epau 
^^^^^ 


Tell  them  Robert 
Morley  says  it's 
never  too  soon  to 
start  a  good  habit 


72 


people  earn  an  average  of  $50,000  a  year, 
significantly  better  than  the  industry 
norm.  But  there  is  also  the  stick  of  quick 
dismissal  if  performance  is  less  than  out- 
standing. "We've  been  accused  of  being 
rather  ruthless,  particularly  in  our  mar- 
keting department,"  Hirsch  concedes. 
"But  the  net  result  is  we  have  a  market- 
ing department  I'll  put  up  against  any. 
Because  they're  tough  as  nails  and  highly 
motivated." 

The  success  of  Hirsch's  pioneering 
educational  effort  is  impressive.  Whereas 
just  20,000  people  were  operated  on  with 
surgical  staples  in  1969,  last  year  that 
number  had  risen  to  nearly  700,000.  To- 
day better  than  90%  of  U.S.  medical 
schools  teach  surgical  stapling;  five  years 
ago  only  30%  did.  So  U.S.  Surgical's  audi- 
ence is  bound  to  become  ever  more  re- 
ceptive to  the  product  line  in  the  very 
near  future. 

Any  product  line  that's  growing  45%  a 
year  and  still  has  tapped  only  10%  of  a 
sizable  national  market  is  bound  to  at- 


"We've  been  accused  of  being 
rather  ruthless,  particularly 
in  our  marketing  depart- 
ment," says  U.S.  Surgical's* 
Leon  Hirsch.  "But  the  net  re- 
sult is  we  have  a  department 
that  is  tough  as  nails  and. 
highly  motivated." 


tract  competition.  Last  year  the  Ethicon 
division  of  Johnson  &  Johnson  intro- 
duced a  skin-closure  stapler  and  J&J  may 
follow  up  with  other  staplers  soon.  But 
Hirsch  is  not  the  least  bit  fazed.  "I  wish 
they  would  hurry  up,"  says  Hirsch,  "beJ 
cause  then  we  are  going  to  say,  'Why 
should  anyone  use  silk  sutures  now  when 
even  Ethicon,  which  has  70%  of  the  su- 
ture market,  says  use  staplers?'  The  in- 
vestment people  were  convinced  that 
when  f&J  decided  they  were  going  to  go 
into  stapling  they'd  put  us  out  of  busi- 
ness. Well,  the  first  year  they  were  in  the 
business  our  sales  went  up  45%  because 
the  world's  largest  maker  of  sutures  had 
now  validated  surgical  stapling.  We  have 
135  salespeople  in  the  U.S.,  all  of  whom 
scrub  in  surgery  and  do  nothing  but  sell 
staplers.  We  match  Ethicon's  sales  force 
in  size,  but  our  people  are  more  highly 
trained.  I  could  double  my  marketing 
budget  tomorrow  if  there  were  any  place 
to  spend  the  money — but  there  isn't.  We 
now  have  practically  every  surgical  hos- 
pital in  the  U.S.  properly  covered.  Noi 
body  could  develop  a  sales  force  like  ourg 
and  develop  it  to  any  degree  in  less  than 
five  years." 

Then  he  adds:  "Look,  what  happened 
with  J&J  is  that  they  completely  miscal- 
culated the  market.  If  they  had  come  out 
with  a  good  surgical  stapler  six  or  seven 
years  ago  they  could  have  killed  us.  We 
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and  we  know  local  conditions.  It's  the  same  all  over  the  world'.' 

McCUTCHEON 

The  Chase  Bank.  A  worldwide  network  of  branches  and  affiliates  providing 

vast  sums  of  money  and  essential  banking  services  for  clients  in  over  100 
countries.  What  we  offer  is  yours  through  your  Chase  Relationship  Manager. 

Call  on  today's  Chase  Bankers  today. 
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;rrion  Square,  Dublin 
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Pipeline. 

^m.  That's  British  Airways  to 

the  Middle  East.  Because 
nobody  else  has  99  flights  a 
week  from  London  to  all 
the  major  oil  and  business 
centers— Abu  Dhabi, 
Amman,  Baghdad, 
Bahrain,  Beirut,  Cairo, 
Damascus,  Dhahran, 
Doha,  Dubai,  Jeddah, 
Kuwait,  Muscat,  Teheran 
and  Tel  Aviv.  Nobody  else  has  as  many  widebodiedTriStars.Or 
our  supersonic  Concorde  to  fly  you  from  London  to  Bahrain 
in  a  bit  more  than  4  hours.  So  if  you  have  business  in  _ 
oil  country,  be  sure  to  take  the  refined  airline.  Call    m  w\ 
your  Travel  Agent,  Transporta-  T)^*i.j  olv^^^W 
tion  Department,  or  British       J31  llloll  fj£  sfS 
Airways— and  tell  them  Robert  f\  1 1*  11711 VQ  fir 
Morley  sent  you.  a  11  "  aJ  3  ♦5t-* 

We'll  take  more  care  of  you. 


DAILY  INTEREST  INCOME... 
HIGHER  YIELDS... 
AND  CHECK  WRITING! 


FINANCIAL  DAILY  INCOME  SHARES,  INC. 

a  no-load  money  market  investment  company  seeking  high  current 
income  consistent  with  liquidity  and  safety  of  capital. 

■  No  withdrawal  fee 


I  No  sales  charge 

I  Check  Withdrawal  Option 

I  $1,000  initial  investment 

I $100  subsequent 
investment 

I  Income  earned  daily,  365 
days  a  year 


I  Expedited  wire  withdrawal 
privilege 

I  Telephone  Exchange 
Option 

I  Withdrawals  are  at  the  then 
current  net  asset  value. 


Call  Free:  1-800-525-9831  in  the  continental  U  S  Call  779-1233.  in  Colorado 


Financial  Programs,  Inc. 

P.O.  Box  2040,  Denver,  Colorado  80201 


4-FO-4-J203M-13 


Name 


Address. 
City  


State 


Zip_ 


For  more  complete  information  about  Financial  Daily  Income  Shares,  including  man- 
agement fee  charges  and  expenses,  call  or  send  for  a  prospectus.  Read  it  carefully 
before  you  invest  or  forward  funds. 


didn't  have  the  sales  force  or  the  research 
or  the  manufacturing  capability  or  the 
capital  to  compete  then.  But  they  made 
the  studied  decision  that  surgical  sta- 
pling was  never  going  to  be  anything  but 
a  fad  and  they  dropped  it.  By  the  time 
they  decided  to  do  work  on  it  again,  it 
was  too  late." 

Just  to  make  sure  it  stays  too  late,  U.S. 
Surgical  has  been  moving  strongly  over- 
seas, setting  up  highly  trained  local  sales 
forces  throughout  Europe  where  Ethicon 
is  still  stronger  in  the  sutures  market. 
Hirsch  has  also  been  moving  into  such 
nonsurgical  products  as  intravenous 
feeding  sets  and  electronic  vital-signs 
monitors  with  a  separate  sales  force — 
business  he  hopes  will  break  into  the 
black  sometime  next  year. 

And,  much  as  he  hates  to  admit  it,  he 
has  even  taken  a  leaf  out  of  Ethicon's 
book.  That  skin-closure  instrument  Ethi- 
con introduced  had  one  distinguishing 
feature  no  U.S.  Surgical  stapler  had:  The 
stapler  itself  was  disposable,  thus  elimi- 


"The  biggest  mistake  busi- 
ness people  make  is,  they  kid 
themselves.  They  think  they 
get  a  good  idea.  They  get  indi- 
cations it's  not  working.  But 
they  haven't  the  guts  to  stop 
on  a  dime  and  go  the  other 
way.  It's  the  sin  of  pride." 


nating  the  need  for  time-consuming 
cleaning  and  maintenance.  Now  U.S. 
Surgical  has  a  disposable  stapler,  too. 

Of  his  decision  to  adopt  his  competi- 
tor's product  innovation,  Hirsch  says:  "I 
think  the  biggest  mistake  business  peo- 
ple make  is  that  they  kid  themselves. 
They  get  an  idea.  They  think  it's  a  good 
idea.  They  get  indications  that  it's  not 
working.  But  they  haven't  got  the  guts  to 
say  'I  was  wrong'  and  stop  on  a  dime  and 
go  the  other  way.  They  pursue  their 
original  idea  too  long.  It's  the  sin  of  pride 
and  it's  the  worst  attitude  in  the  world." 
Leon  Hirsch  never  studied  marketing  or 
management  at  Harvard  or  Stanford,  but 
we'll  bet  he  could  teach  the  professors 
there  a  thing  or  two  on  both  counts. 

He  is  also  smart  enough  to  know  that 
clever  .as  he  is  he  can't  do  everything 
himself.  Eight  years  ago,  Hirsch  married 
his  sales  vice  president.  She's  that  Tun 
Josefsen,  a  dynamo  of  a  woman  who 
drives  a  fire-engine  red  Mercedes  450SL 
coupe'  with  her  first  name  emblazoned 
on  the  license  plates  fore  and  aft.  "I  think 
Turi  is  the  toughest  manager  we've  got," 
says  Hirsch  admiringly.  "She's  fired 
more  people  than  the  rest  of  the  com- 
pany put  together.  And  every  Christmas 
she  gets  this  stack  of  cards  from  people 
she's  fired.  Unbelievable." 

Call  it  the  velvet  touch. 

— Geoffrey  Smith 
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"It  is  not  in  my  nature  to  give  interviews!' 

The  only  private  interview  that  Leonid  Brezhnev  ever  gave  to 
American  journalists,  he  gave  to  TIME  Magazine.  "Given 
the  importance  of  the  relations  between  our  two  countries," 
he  said,  "and  the  solid  reputation  of  your  magazine,  I 
decided  to  take  advantage  of  your  request  to  answer  TIME'S 
questions. " 

An  apt  demonstration  of  one  of  TIME'S  most  extraor- 
dinary attributes:  the  ability,  through  such  exclusive  inter- 
views as  those  with  Soviet  Party  Chief  Brezhnev  and  China's 
Vice  Premier  Deng,  to  present  aspects  of  the  news  not  avail- 
able anywhere  else. 

And  it  demonstrates,  also,  TIMF.'s  authority  and  leader- 
ship—as newspapers  around  the  wor  quoted  excerpts  of  the 
conversation;  as  statesmen  and  readers  scanned  the  columns 
of  TIME  for  new  insights  into  the  Soviet  leader.  Above  all,  it 
demonstrates  TIME's  unmatched  editorial  quality. 

Another  reason  why  TIME  has  earned  more  loyal  readers, 
by  far,  around  the  world  than  any  other  single  news  source. 

The  most  colorful  coverage  of  the  week. 

©Time  Inc.  1979  All  Rjghls  Reserved 


The  Streetwalker 


Two  hot  stocks,  Squibb  and  SmithKline,  got 
clobbered  last  month.  Is  the  party  over?  Or  are 
they  just  sending  out  for  more  booze? 


A  second  chance? 


By  Robert  J.  Flaherty 
and  Richard  Greene 


Oh,  to  have  bought  IBM  before  its 
price  reflected  computers!  Xerox 
before  copying  caught  on.  Or  Tel- 
edyne  before  investors  caught  on.  Some- 
how by  the  time  the  average  investor 
hears  about  the  hot  new  concept,  the 
stock  has  almost  doubled  and  the  earn- 
ings ratio  is  out  of  sight.  If  only,  if  only,  if 
only  .  .  .  one  could  get  a  second  chance. 

These  big  gains  don't  belong  to  the 
dear,  dead  past.  They  still  happen. 
SmithKline  Corp.  was  selling  at  35  less 
than  two  years  ago  and  then  word  got  out 
how  hot  its  new  ulcer  drug,  Tagamet, 
was  and  the  stock  soared  to  102.  In  the 
last  12  months  Squibb  Corp.  went  from 
24  to  37 — up  more  than  50% — on  the 
strength  of  its  new  drug  for  high  blood 
pressure  control,  captopril. 

In  Squibb's  case,  at  least,  investors 
may  well  have  a  second  chance.  Word 
came  from  scientists  testing  the  drug 
that  medical  problems  were  observed  in 
some  patients  using  captopril.  The  stock, 
which  had  already  been  sliding,  dropped 
2Vs  in  a  single  day,  May  2.  A  full  1%  of 
the  stock  changed  hands  that  day, 
451,700  shares.  The  next  day  the  stock 
couldn't  even  open.  When  it  did,  it  slid 
another  half  point.  Said  Richard  M.  Fur- 
laud,  Squibb's  chairman  and  CEO:  "Our 
scientists  think  developments  like  this 
are  normal  during  research,  but  the  in- 
vestors get  hold  of  this  kind  of  thing  and 
say,  'Oh  my  God — a  problem.'  " 

SmithKhne's  Tagamet  got  hit  with  a 
similar  bit  of  bad  news  that  day.  The 
stock  dropped  5%  points  to  88%. 

Does  the  drop  in  these  two  stocks 
present  a  golden  opportunity  for  bus- 
missers  to  get  on?  Some  Wall  Streeters 
think  it  does.  Based  on  estimated  1979 
earnings  of  $2.75  per  share,  Squibb's 
price/earnings  ratio  had  fallen  to-  just  1 1 
overnight.  SmithKline  has  $10  a  share 
earnings  in  the  bag  for  1980,  price/earn- 
ings of  nearly  9. 

78 


In  mid-April  two  Wall  Street  drug  ana- 
lysts had  been  very  bearish  on  Squibb 
and  one  reaped  a  rich  reward  for  his 
view.  "So  many  things  can  go  wrong  it 
is  an  error  to  pay  significantly  in  ad- 
vance for  a  new  product  like  captopril 
that  is  further  out  in  research  than  may- 
be three  or  six  months,"  said  E.F.  Hut- 
ton's  Nelson  M.  Schneider.  On  May  2 
when  Squibb  distributed  a  company  let- 
ter to  doctors  noting  that  in  a  test  of 
900  patients  9  were  observed  as  having 
some  protein  in  their  urine,  it  was  not 
surprising  that  the  day's  biggest  block, 
150,000  shares,  was  sold  through  E.F. 
Hutton. 

Wertheim's   David   F.    Saks  ranked 


Big-stock  analysts  are  paid  to 
know  the  short-term  bad 
news,  the  quarter-to-quarter 
fluctuations  in  earnings;  the 
customers  do  at  like  sur- 
prises. But  there  is  another 
way  to  look  at  stocks:  If  you 
are  in  what  is  basically  a 
good  thing,  why  sell  it  be- 
cause of  short-term  problems? 


Squibb  at  the  bottom  of  the  sizable  drug 
companies.  Said  he,  "The  market  is  dis- 
counting the  current  uncertainties,  dis- 
appointments and  problems  and  empha- 
sizing the  impact  of  this  single  drug." 

Both  analysts  noted  that  Squibb  (sales: 
$1.5  billion)  minus  captopril  is  a  dumpy 
conglomerate  of  drugs,  confectioneries, 
food  services  and  cosmetics. 

They  also  point  out  that  Squibb  has  a 
line  of  aging  drugs,  and  although  the 
company  has  an  impressive  distribution 
system,  there's  not  much  exciting  to  dis- 
tribute. In  addition,  the  company  has 
been  forced  to  spend  heavily  on  new 
facilities  to  comply  with  changing  Food 
&  Drug  Administration  regulations.  As  a 
result,  margins  have  been  choking.  In 
1974  Squibb  had  75%  of  its  earnings  and 


54%  of  its  sales  in  pharmaceuticals.  Las) 
year  earnings  from  drugs  were  down  u 
54%  of  the  total  on  48%  of  sales. 

The  confections  division — manufac- 
turers of  Life  Savers,  Beech-Nut  gums 
and  Pine  Bros,  cough  drops — has  had  sol 
id  sales  gains  from  $329  million  in  197^ 
to  $376  million  last  year.  However,  earn 
ings  dropped  by  $4  million  to  $52.9  mil 
lion  over  the  same  period,  mostly  due  ti 
rising  marketing  costs,  including  heav) 
television  advertising.  The  remaining  dj 
visions — Dobbs  House  and  Charles  ol 
the  Ritz — have  done  increasingly  well 
but  together  they  contribute  less  than 
20%  of  earnings. 

Goodbye,  then,  to  Squibb's  hopes' 
And  SmithKhne's?  Not  necessarily.  It  i 
to  take  nothing  away  from  Saks'  anq 
Schneider's  analysis  to  remind  investors 
that  there  is  a  long  term  as  well  as  a  shod 
term.  Big-stock  analysts  are  paid  tc 
know  the  short-term  bad  news,  the  quar 
ter-to-quarter  fluctuations  in  earnings; 
the  customers  don't  like  surprises.  But 
there  is  another  way  to  look  at  stocks:  II 
you  are  in  what  is  basically  a  good  thing, 
why  sell  it  because  of  short-term  prob 
lems?  You  may  not  get  back  in  in  time 
You  may  never  get  back  in.  And  anyhow, 
as  an  individual  investor,  there  is  the  tax 
factor.  Selling  too  soon  may  turn  a  long 
term  capital  gain  into  a  short-term  high 
er-taxed  profit. 

This  is  a  subtle  pomt  but  an  important 
one:  There  are  short-term  truths  in  the 
stock  market  and  long-term  truths,  and 
sometimes  they  contradict  each  other. 

The  two  bearish  analysts  were  right. 
The  stocks  did  drop.  But,  remember, 
Squibb  does  have  captopril  and  it  is  the 
kind  of  drug  that  can  transform  Squibb 
into  an  entirely  different  and  exquisitely 
profitable  company  for  at  least  a  decade, 
if  not  more.  Merrill  Lynch  analyst  David 
M.  Paisley  emphasized  this.  Prior  to  his 
joining  "We,  The  People"  four  years  ago, 
Paisley  worked  for  Squibb.  But,  he  notes, 
"In  the  eight  years  I've  been  an  analyst  I 
haven't  recommended  Squibb  until  now 
[he  did  when  it  was  only  24].  Here's 
what  captopril  means.  You  are  buying 
the  stock  for  a  ten-year  play  as  Squibb1 
exploits  the  huge  market  for  antihyper- 
tensive drugs  with  a  product  that  is  clear- 
ly superior  to  anything  out  there  now." 

Paisley  says  of  the  selling  panic,  "This 
wasn't  unexpected.  Whenever  these  hot 
stocks  are  moving,  you  have  day-trad- 
ers— people  who  see  a  stock  moving  and 
get  in  on  it.  Maybe  they'll  hold  it  for 
weeks  or  months,  but  the  minute  they 
hear  any  bad  news,  zap — they  kick  it  out. 
And  it  takes  only  a  little  of  this  to  cause 
wide  variations  in  the  stock  price." 

What  about  SmithKline?  Paisley  says 
the  selling  on  news  of  a  side  effect  "was 
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THE  NEW  FALCON  50 


LONG  FLIGHTS.  SHORT  FIELDS. 

VERY  VERSATILE. 


Long-range  jets  are  big.  And 
>ecause  they  are  big,  they  must  use 
iig  landing  fields.  They  must  take 
iig  strides.  Use  big  amounts  of  fuel. 

But  all  this  has  changed.  And 
lie  new  Falcon  50  has  changed  it. 

For  here  is  the  longest  long- 
ange  jet.  It  can  take  one  giant  step 
if  more  than  3,500  miles.  Los 
Angeles  to  Hawaii?  Of  course.  And 
anger  flights.  Much  longer. 

Yet  it  also  handles  extremely 
hort  fields.  And  it  takes  short  hops 
s  easily  as  it  takes  those  giant  steps. 

In  a  word,  it's  versatile.  The 
nost  versatile  jet  in  the  sky. 

Short  field.  Long  field.  Short 
light.  Long  flight.  Name  it.  The 
emarkable  new  Falcon  50  lets  you 
lecide. 

And  this  Falcon  offers  other 


formidable  features.  Features  that 
will  change  the  way  management 
travels — all  over  the  world. 

Here's  the  first  three-engine 
business  jet.  Advantage?  Three  en- 
gines are  very  reassuring.  Especially 
over  jungles  and  oceans. 

The  Falcon  50  boasts  a  new 
silhouette.  Not  big.  But  intelligently 
sized.  With  conservation  in  mind.  In 
tune  with  the  times.  Seats  10-12. 
How  often  do  you  fly  more? 

It's  the  fastest  long-range  busi- 
ness jet. 

The  strongest — with  the  widest 
margins  of  reliability  built  right  in. 

The  newest.  Yet  solidly  based 
on  the  famous  Falcon  family.  An 
evolutionary  plane.  Yet  every  fea- 
ture's tried  and  true. 

Perhaps  now  is  the  time  to 


look  into  the  newest  development  in 
executive  travel:  The  long-range, 
three  engine  Falcon  50. 

The  complete  story  is  yours  for 
the  asking.  Just  request  it  on  your 
letterhead.  Address  Tom  Turner, 
Vice  President-Marketing,  Falcon 
Jet  Corporation,  Suite  520,  Teter- 
boro  Airport,  Teterboro,  N.J.  07608. 
He'll  send  it  along.  In  short  order. 

The  Falcon  50: 

Brand  New.  Tried  and  True. 


FALCON  JET 
CORPORATION 


Fine  stores  everywhere 
know  how  to  get  action. 
Everywhere. 
By  advertising  in  the  magazine 

that  gets  action  — 
measurable  action.  Everywhere. 
The  New  Yorker. 
Yes, 


THE 

NEW  YORKER 


' She's  not  here.  She's  at  fine  stores  everywhere. 


The  Streetwalker 
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silly.  You  had  seven  men  who  over  nil 
weeks  had  their  sperm  count  lowercj 
from  sky-high  levels  to  levels  that  aj 
twice  normal  It  doesn't  mean  an 
thing."  Anyhow,  an  ulcer  can  do  wori 
things  to  your  sex  life  than  a  lowerti 
sperm  count  can.  Paisley:  "Anyone  wh 
really  thought  through  the  reported  sic 
effects  would  realize  they  were  not 
sufficient  reason  to  push  the  panic  bu 
ton  on  either  company." 

Taking  a  rare  whack  at  his  rivals,  Par 
ley  adds,  "The  people  who  tend  to  be  o 
the  negative  side  tend  to  be  among  th 
least  respected  analysts,  haven't  don 
their  homework,  clearly  don't  kadj 
what  other  people  know  and  arc  juf 
hedging  their  bets.  When  you  don't  uf 
derstand  something  you  urge  caution.'! 

What  don't  they  understand'  On! 
that  next  to  finding  a  cure  for  cance 
Squibb's  blood  pressure  breakthrough 
one  of  the  most  sizable  advances  th; 
could  be  made.  He  figures  the  total  anni 
al  market  for  captopnl  could  be  as  larg 
as  S10  billion  worldwide. 

It  will  be  in  two  parts:  S2.S  billi 


"Whenever  these  hot  stocki 
are  moving,  you  have  day 
traders— people  who  see 
stock  moving,  and  they  get  it 
on  it.  Maybe  they'll  hold  it  fo\ 
weeks  or  months,  but  the  min 
ute  they  hear  any  bad  news 
zap — they  kick  it  out." 


from  individuals  who  will  switch  to  cap 
topril  from  other  medications  and  S7. 
billion  for  the  larger  number  of  peopl 
who  either  do  not  know  they  have  higl 
blood  pressure  or  who  currently  prefer  ti 
remain  untreated  rather  than  undergo 
the  side  effects  of  other  drugs — like  lmi 
potence  and  severe  rashes. 

Paisley  figures  Squibb  will  start  sellinj 
the  drug  overseas  in  1980 — and  in  th* 
U.S.  the  following  year.  By  1984  salei 
could  be  SS00  million. 

"Captopnl  has  much  broader  applica 
tion  than  anything  in  existence,"  he  sayi 
of  the  Squibb  drug.  "It  can  be  used  fronl 
the  mildest  cases  all  the  way  up  to  thfl 
most  severe.  To  my  knowledge  there 
hasn't  been  anyone  in  the  clinical  trials 
who  requested  to  go  back  to  his  ol«j 
medication.  That's  pretty  revealing." 

Take  your  choice:  Be  cautious,  sell  am 
risk  missing  out  on  a  big,  long-tern 
move.  Or  risk  temporary  setbacks  in  th< 
hope  of  getting  a  long-term  double  o 
triple.  We  don't  know  who  is  right,  bu 
we  do  know  that  people  who  played  IBiV 
or  Teledyne  or  Xerox  for  the  short  move: 
missed  out  on  most  of  the  fun.  ■ 
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Own  your  own  piece  of  the  Rockies! 


even  years  ago  the  publishers  of  Forbes  Magazine  began 
ffering  for  sale  a  portion  of  their  260-square-mile  Trinchera 
anch  in  five  acre  minimum  sections  called  Sangre  de 
Iristo  Ranches.  Most  of  that  land  has  been  purchased  to 
ate.  Sangre's  success  exceeds  all  expectations. 

ifteen  miles  northeast  of  that  area,  deep  in  the  heart  of 
orbes  Trinchera  country,  is  a  spectacular  alpine  valley  of 
nsurpassed  beauty.  This  hidden  mountain  valley  was  once 
le  hunting  ground  of  Indians  and  later  conquered  by 
ionquistadores.  It  remains  today  almost  as  it  was  when 
lan  first  saw  it. 

/e've  named  it  Forbes  Park. 

.nd  now  Forbes  Inc.,  through  its  subsidiary  Sangre  de 
Cristo  Ranches  Inc.,  is  inviting  people  who  have  a  special 
ppreciation  for  the  beauty  of  nature  and  who  want  more 
ut  of  life,  to  acquire  a  homesite  in  this  beautiful  mountain 
alley. 

btain  the  HUD  property  report  from  developer  and  read  it 
efore  signing  anything.  HUD  neither  approves  the  merits  of 
le  offering  nor  the  value,  if  any,  of  the  property. 

Sl  an  cller  or  solicitat'On  in  those  states  where  the  property  is  not  registered 


PARK 

Development  of 

Sangre  de  Cristo  Ranches  Inc. 

Box  303,  Fort  Garland,  Colorado  81133 

An  offering  sfatement  filed  with  the  New  Jersey  Real  Estate  Com- 
mission neither  approves  the  offering  nor  in  any  way  passes  upon 
the  merits  and  value  of  the  property.  Obtain  the  New  Jersey  Public 
Report  and  Broker's  Release  from  the  registered  New  Jersey  broker 
and  read  it  before  signing  anything  NJA102777CO 


Cash  prices  range  from  $3,500  to  $12,000.  Easy  credit  terms 
are  available. 

Forbes  Park  is  a  completely  private  area  surrounded  by  the 
San  Isabel  National  Forest  and  the  rangelands  of  the 
Trinchera  Ranch.  It  is  accessible  year-round  through  a  main 
gate  restricting  entrance  to  owners  and  their  guests. 
Hunting  is  not  permitted  here,  but  many  sports  including 
fishing,  cross-country  skiing,  boating,  swimming,  horse- 
back riding,  tennis  and  mountain  climbing  will  be  available 
in  the  recreational  areas  of  the  vast  common  acreage. 

Starting  immediately,  you  may  purchase  one  or  more  acres 
for  a  mountain  homesite  where  you. will  share  with  your 
neighbors  the  exclusive  use  of  over  5,000  acres  .of  common 
lands,  including  ponds,  streams,  woods,  meadows  and 
other  recreational  areas  set  aside  for  the  enjoyment  of 
Forbes  Park  land  owners  for  all  time. 

For  complete  information,  including  pictures,  maps,  and 
full  details  on  our  liberal  money-back  and  exchange 
privileges,  without  obligation,  please  fill  in  the  coupon  or 
card  and  mail  to:  Forbes  Park,  Box  303,  Fort  Garland, 
Colorado  81133. 

AD156l8(a)     IL-78-205    MI-77-361     OAD-77  000337A 

6079 

Name  


Address. 


City. 


.State- 


Zip. 


Telephone 


Preferences:  □  $3,500    □  $5,000    □  Higher 

A  statement  and  offering  statement  has  been  filed  with  the  Secretary 
of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  ap- 
proval of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary 
of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon 
the  merits  of  such  offering.  A  copy  of  the  offering  statement  is  avail- 
able, upon  request,  from  Sangre  de  Cristo  Ranches  Inc.  NYA77-432 
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A  Bodine  machine 
about  anything  in  a  car 
And  save  you  up  to  95$  on 


<ior  bratktti  lA-Pou-rr 


rtrrna  mtfkanami  Zi.Colktp*ibk  uttmg  mtrkamunu  26.  Wfadou  Uft 
mtehanumM  Zt.Doar  fork  aetaalon  ZLUart  itmon  tS.Stat  brtt  rrlraeior  WwkdmW  »  Fa*  motor, 
n.Tura  i<gnal  m/Hraton  32  T>™  tw/i«i  S3.tn<«f  txanwgi  M.  Wkrt'  cy/ndm  JS.fi naif  adjuitmg  term 
J*.  SAk*  absorb* n  Xl.Gmit  fitrmat  U-Parlrmg  lock  adtaion  >9.TV«iumuj«  •  a/in  *0./>«c  brakr 
aiirmbliti  AVRockt rarmt  €LVaUihf\tn  H.Vah*  ration  44.Vmht  ktrp*n  4S.  Motor  moaut*  4t  P.  '■-..  «. 

can  assemble  just 
except  the  passengers, 
every  assembly  dollar. 


Our  business  at  Bodine  is  making 
small  parts  assembly  machines. 
Not  for  things  like  frames  and  body 
work-but  for  assemblies  like 
those  listed  above. 

If  you  make  small  parts,  we  can 
tell  you  how  to  assemble  those 
small  parts  faster,  better  — and  for 
far  less  than  it's  costing  you  now. 

Think  about  it  for  a  moment 
and  youU  quickly  see  why.  Indus- 
try today  is  investing  literally 
millions  of  dollars  in  trying  to  cut 
material  and  fabricating  costs. 
Trouble  is.  there's  not  much  room 
left  to  cut. 


make  really  signi 
tkms  these  day 
where  your  cap 


in  assembly.  That  's 
tal  expend  it 


should  be,  because  that's  where  you 
stand  to  save  the  most.  And  that's 
where  we  can  show  you  how  to 
save  up  to  95*  on  every  assembly 
dollar. 

We  know  because  we've  done  it 
lor  many  of  America's  most  suc- 
cessful companies. 

Does  that  mean  we  can  do  the 
same  for  you?  Not  necessarily.  But 
50  years  experience  in  this  busi- 


ness tells  us  that  6  of  every  10 
manufacturers  can  switch  to  our 
kind  of  "selective  automation"  and 
end  up  with  substantial  savings. 

W  bat  kind  ol  sat  ings? 

We  re  not  just  talking  about 
labor  costs  although,  obviously, 
that  is  a  big  consideration.  You  will 
save  because  your  product  quality 
will  improve.  Which  means  your 
warranty  costs  will  go  down.  Fi- 
nally, you  will  be  able  to  increase 
production  substantially  without  the 
hassle  of  costly  hiring  and  training 


In  all  probability  the  machine  *il] 
pa>  for  itself  » ithin  a  year. 

Very  important:  Bodine  makes 
the  only  assembly  machines  that 
can  be  re-tooled  for  design  changes 
or  even  different  products.  You  can 
add  bay  units.  Or  lake  them  away. 
And  you  can  re-tool  with  "off-the- 
shelf"  accessories.  Bodine  makes 
the  only  truly  universal  assembly 
machine.  It  will  be  working  for  you 
for  a  long  time. 

You  deal  with  men  at  the  top 

Something  else  you  should  know 
—  and  remember.  In  our  shop,  the 


your  installation .  They  re  tne  people 
who  conceived  the  modern  Bodine 
idea  and  built  the  Bodine  reputa- 
tion. In  brief,  you  will  be  getting 
all  the  attention  you  need  from  the 
best  there  is. 

How  long  will  it  take  to  start 
up?  In  far  less  lime  than  you  would 
think  possible.  We  promise  you  will 
not  lose  a  lot  of  productive  hours 
on  de  bugging— because  your  ma- 
chine will  already  be  de-bugged 
by  the  time  it  arrives.  This  is  true 
no  matter  what  business  you're  in 
-from  the  simplest  controls  to 


the  most  sophisticated  electronic 
components. 

What  do  vow  do  mow? 

Write  Frank  Riley.  Vice  Presi 
dent.  The  Bodine  Corp--  31?  Mountain 
Grove  Street.  Bridgeport.  Conn. 
06605.  Or  phone  i203l  334-3107  and 
ask  for  Mr.  Riley  And  make  that 
call  collect.  We  want  to  help  you 
start  saving  money  right  away 


rs,  more  than 

liave  bought 

hind  this  ad. 


The  concept; 

You  can  save  big  money  by  automating 
your  small  parts  assembly. 


The  companies  buying  the  concept: 

G.E.,  Rochester  Products,  Chapman  Mfg.,  Trico,  Kwikset,  McDonnell-Douglas, 
1ross,  Texize,  Woodhead,  TRW,  Gates  Rubber,  Harvey  Hubbell,  Delco  Electronics, 
Hamilton  Beach,  Ford,  C  &  K  Switches,  Automatic  Sprinkler,  Delco  Products, 
Bussmann  Fuse,  Northern  Telecom,  Harrison  Radiator,  Teledyne  Relay, 
Roberts  haw  Controls,  New  Departure-Hyatt,  Datsun,  Weiser  Lock,  Zeller 
Plastics,  AFA  Thiokol,  Ethyl  Dispenser,  MRC  Corporation,  Borg  Warner. 


a  top  executive,  now  you're  in  a 
ique  position  to  save  big  money  in 
all  parts  assembly.  And  all  you 
ve  to  do  is  follow  the  advice  of 
SCutives  in  31  other  companies  and 
k  to  Bodine. 

lhances  are,  we  can  design  and 
ild  a  machine  that  can  assemble 
)se  small  parts  for  you.  And  do  it  for 
s  than  you  ever  thought  possible.  In 
:t,  you  just  might  be  able  to  save  up 
95C  on  every  assembly  dollar.  And 
it  not  only  covers  the  high  cost  of 
embly  labor.  But  the  high  cost  of 
ing  and  training,  as  well. 


You  can  even  save  on  warranty  costs. 
Because  our  assembly  machines  can 
improve  your  production  quality  at 
the  same  time  they're  increasing  your 
production  speeds. 

And  should  your  product  ever 
change,  your  Bodine  machine  can 
change  with  it.  You  can  re-tool  for 
different  products.  Or  different  de- 
signs on  the  same  products.  The  fact  is 
a  Bodine  assembly  machine  is  de- 
signed to  be  with  you  for  the  long  run. 
Yet  it  will  probably  pay  for  itself 
within  the  first  year. 

These  are  just  some  of  the  reasons 


why  31  companies  have  installed  over 
one  hundred  and  twenty  Bodine  ma- 
chines since  this  ad  first  appeared.  For 
some  of  the  other  reasons  call  Mr. 
Frank  Riley  at  (203)  334-3107.  Or 
write  him  at  The  Bodine  Corporation, 
317  Mountain  Grove  Street,  Bridge- 
port, Connecticut  06605. 
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A  felony  factor  has  depressed  this  stock.  Maybe 
that  makes  it  time  to  buy  some. 


Is  Fruehauf 
a  steal? 


By  Allan  Sloan 

Some  of  the  smartest  people  on  Wall 
Street  will  tell  you:  Buy  stock  of  a  good 
company  when  the  company  is  under  a 
cloud.  Those  who  bought  American  Ex- 
press in  1964  during  the  salad  oil  scandal, 
or  General  Electric  at  the  height  of  the 
price-fixing  mess,  or  Lockheed  at  7  when 
everyone  thought  it  was  going  broke  did 
extremely  well. 


It's  no  mystery  why.  Stock  market 
movements  almost  always  go  to  ex- 
tremes. The  bad  news  scares  timid  in- 
vestors who  want  out  at  any  price;  they 
sell  without  weighing  the  situation  prop- 
erly. Smarter  buyers  step  in  and  accept 
their  sacrifices. 

Is  Fruehauf  Corp.  such  a  situation?  A 
cloud  hangs  over  it  that  may  be  more 
psychological  than  fiscal. 

Fruehauf  has  been  scandal-prone.  In 


the  Fifties  the  late  Roy  Fruehauf  mad 
the  headlines  with  his  dealings  wit 
Dave  Beck,  then  boss  of  the  Teamster;  i 
The  company  later  got  into  deep  finarj 
cial  trouble,  and  Roy  Fruehauf  was  force  J 
out.  Then,  in  1975,  its  President  Robei 
Rowan  and  Chairman  William  Grac 
were  found  guilty  of  criminal  tax  frau 
and  sentenced  in  1976  to  six  months  ij 
jail  and  a  $10,000  fine  each.  The  corr 
pany  was  found  guilty,  too.  A  feders  C 
court  found  that  they  had  conspired  t 
have  Fruehauf  evade  $  1 2.3  million  in  fee 
eral  excise  taxes  between  1956  and  196: 
Fruehauf 's  proxy  statement  this  mont 
reported  that  Internal  Revenue  wants 
total  of  $50  million  from  Fruehauf  bt 
cause  of  the  affair. 

But  consider  this.  At  recent  price; 
Fruehauf  is  selling  at  less  than  five  time 
its  most  recent  12-month  earning 
($7.11  a  primary  share)  and  about  20? 
below  book  value  (more  than  $40 
share).  There's  a  $2.20  annual  dividen 
that  yields  over  7%;  it  is  less  than  a  thii] 
of  earnings,  and  securely  covered. 

Fruehauf  is  no  insignificant  outfit.  I< 
sales  last  year  exceeded  $2  billion  and  : 
had  a  cash  flow  of  nearly  $150  million- 
$12.50  a  common  share.  And  while  il 
earnings  record  is  cyclical,  it  is  not  prt 
cariously  so.  In  1974  and  1975,  bad  yeai 
for  the  trucking  industry,  Fruehauf  u 
mained  comfortably  in  the  black  an 
even  kept  its  dividend  intact. 

Fruehauf  is  the  industry  leader  in  mal 
ing  truck  trailers  and  other  cargo  cor 
tainers;  it  has  a  lucrative  auto-compc 
nents  business  it  bought  below  book  va 
ue  in  1973  when  Kelsey-Hayes  Co.  cam 
running  for  protection,  fearing  a  hostil 
takeover  bid;  and  it  .has  three  shipyarc 
that  make  good  money  by  doing  repa: 
work  and  building  modest-size  vessels. 

The  truck  and  car  businesses  are  ver 
cyclical — and  could  conceivably  go  t 
hell  in  the  next  few  months — but  Frue 
hauf  seems  to  have  a  good  handle  o 
costs.  Anyhow,  with  a  safe  $2.20  div 
dend,  how  low  could  the  stock  drop? 

But,  let's  talk  about  the  felony  facto 
and  how  Fruehauf 's  board  let  it  hnge 
First  Fruehauf  didn't  push  to  settle  th 
tax  case,  which  it  could  have  done  with 
out  admitting  criminal  liability.  Tb 
company's  lawyers  were  so  confident  c 
winning  they  didn't  even  present  a  cas 
for  the  defense.  When  Grace  and  Rowa; 
were  sentenced,  the  board  voted  to  pa 
their  fines,  a  decision  that  was  reverse 
in  April  on  advice  of  lawyers. 

In  November,  when  Grace  and  Rowa 
lost  their  final  appeal,  they  went  o  ii 
leave.  Rather  than  appointing  someon 
really  to  run  the  company,  the  boar 
named  one  of  its  own  as  acting  chairma 
at  $75,000  a  year— 81 -year-old  Walkt 
Cisler,  removed  as  CEO  at  Detroit  Ed 
son  in  1971  because  of  his  age.  The  boar 
made  Frank  Coyer  Jr.,  financial  vie 
president,  the  acting  president,,  but  h 


Fruehauf s  president-on-lecwe,  Robert  D  Rowan 

An  "unsound  corporate  policy"  or  the  course  of  compassion? 
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FORBES,  MAY  28,  19^ 


THREE  COUNTRIES  AND  TWO  GREAT 
HOTEL  GROUPS  HAVE  GUT  THE  COST  OF 
"WISH  YOU  WERE  HERE." 

An  American  businessman  reads  the  bill  presented  to  him  by  a  polite 
cashier  in  a  typical  European  hotel.  What's  this?  An  entry  for  the  equivalent  of  fifty 
dollars  for  a  phone  call  to  Chicago?  Couldn't  have  talked  that  long!  Oui,  monsieur, 
or;a,  mein  Herr,  says  the  cashier,  the  bill  is  correct.  Twenty  dollars  to  the  telephone 
authorities,  thirty  for  the  hotel! 


Teleplan  identifies  hotels 
that  have  agreed  to  limit 
telephone  surcharges  to  rea- 
sonable amounts.  Though  the 
European  practice  of  adding 
something  extra  to  interna- 
tional phone  calls  will  not  be 
totally  eliminated,  Teleplan 
hotels  agree  to  state  clearly 
what  amount  or  percentage 
they're  tacking  on.  And 
there's  always  a  top  limit. 


On  St.  Patrick's  Day  of  1976, 
the  Irish  Hotel  Federation 
lowered  surcharges  for  all 
overseas  calls,  with  collect 
and  credit  card  calls  sur- 
charged only  50pence. 


Israel  followed  a  few  weeks 
later.  Teleplan  applies  alike  to 
the  great  King  David  Hotel  in 
Jerusalem  and  the  tiniest  inn 
on  the  edge  of  a  Galilean 
kibbutz. 


Portugal.  The  establishment 
of  Teleplan  here  was  the  first 
on  the  European  continent. 
Portugal's  lovely  hotels  and 
inns  became  even  more  popu- 
lar with  budget-conscious 
American  travelers. 


Trust  Houses  Forte,  the 
largest  hotel  group  in  the 
United  Kingdom,  has 
Teleplan  for  its  260  hotels 
there,  including  such  great 
London  hotels  as  Grosvenor 
House  and  Brown's. 


The  best  travel  news  of  1978 
came  from  Hilton  Interna- 
tional, bringing  Teleplan  to  its 
hotels  worldwide,  including 
Germany,  France  and 
Switzerland— countries 
known  for  high  surcharges. 


Teleplan  is  the  low-cost  way  to  call  home  from  overseas  hotels.  Until  it's 
universal,  travelers  can  protect  themselves  with  these  techniques:  Dial  a  short 
call,  from  your  room  or  through  the  hotel  switchboard.  Ask  your  home  or  office  to 
dial  you  right  back.  The  surcharge  on  your  short  call  will  be  low,  and  you  pay  for 
the  call-back  with  dollars  on  your  own  phone  bill.  Also,  credit  card  and  collect 
calling  is  usually  possible,*  and  with  minimum  surcharges.  No  surcharge  is 
added  to  calls  made  from  European  post  offices  or  other  telephone  centers. 

But  only  Teleplan  is  the  long-range  solution  to  the  surcharge  problem. 


*  No  credit  card  calls  irom  Germany  or  Portugal. 


(2)  Bell  System 


never  moved  into  Rowan's  office. 

Rowan  will  return  to  power  on  June  1, 
assuming — as  seems  certain — that  Frue- 
hauf  stockholders  approve  his  return  at 
the  May  31  annual  meeting.  Grace  will 
probably  be  made  chairman  of  the  execu- 
tive committee.  The  board  was  spared 
embarrassment  when  the  two  men's 
sentences  were  changed  from  jail  terms 
to  four  months  of  community  service, 
followed  by  two  years  of  probation. 

Even  the  law  firm  Fruehauf  hired  to 
research  the  legal  implications  of  rehir- 
ing Grace  and  Rowan  said  that  "the  re- 
hiring of  executives  convicted  of  a  crime 
will  be  regarded  by  many  as  unsound 
corporate  policy." 

So  why  is  the  board  so  insistent  about 
bringing  them  back?  In  its  1979  proxy 
statement,  the  board  conceded  that  the 
decision  could  be  seen  as  "corporate  in- 
sensitivity  to  moral  issues,"  but  that 
they  are  best  serving  the  stockholders, 
the  company  and  the  "principles  of  com- 
passion and  fairness  to  the  individuals 
involved"  by  having  them  return. 

A  clear  implication  in  the  statement 
was  that  reinstatement  was  vital  to  cor- 
porate morale.  After  all,  neither  of  the 
men  was  accused  of  enriching  himself. 
The  false  invoices  that  reduced  Frue- 
hauf's  tax  liability  benefited  the  corpo- 
rate treasury.  The  practice  started,  appar- 
ently, in  1956  when  the  company  was  in 
bad  shape  and  needed  every  penny  it 
could  get. 

Trucking,  moreover,  is  a  clubby  indus- 


try where  Vince  Lombardi's  "winning  is 
the  only  thing"  is  a  popular  attitude.  It 
might  not  have  sat  well  with  some  of  the 
customers  and  employees  had  the  board 
failed  to  back  two  men  who  cut  corners 
to  help  their  team. 

But  sticking  so  loyally  with  Rowan 
and  Grace  may  leave  the  company  open 
to  lawsuits.  There's  already  one  stock- 
holder suit  seeking  reimbursement  for 
the  losses  Fruehauf  suffered  because  of 
Grace  and  Rowan's  conduct. 

"It's  like  the  Republicans  returning 
Nixon,"  says  investment  man  Mario  Ga- 
belli  of  Gabelli  &  Co.,  who's  otherwise  a 
Fruehauf  booster.  "It's  caused  some  peo- 
ple to  walk  away  from  the  stock."  One 
savvy  Detroit  banker  familiar  with  Frue- 
hauf agrees:  "There  are  enough  other 
things  to  buy.  Who  needs  them?" 

The  felony  factor  damaged  at  least  one 
of  Fruehauf 's  bank  relationships:  Acting- 
president  Coyer  says  the  Harris  Trust 
and  Savings  Bank  of  Chicago  told  Frue- 
hauf in  November,  after  the  last  appeal 
was  lost,  not  to  reapply  for  renewal  of  its 
$5  million  credit  line.  The  convictions 
also  hurt  Fruehauf  in  the  close-knit  De- 
troit business  community  when  the  men 
had  to  resign  their  directorships  of  De- 
troit banks. 

Despite  all  these  distractions,  Fruehauf 
has  had  three  straight  years  of  record 
profits,  and  predicts  1979  will  be  number 
four.  The  1977  earnings  were  held  down 
by  whopping  FASB-8  foreign  currency 
losses,  so  the  company's  profits  were 


A  case  can  be  made  for  some  electric  utility 
stocks  to  increase  up  to  50%  in  a  few  years. 


10%  yields  • . . 
and  a  crack  at 
capital  gains 


In  the  old  days,  stocks  generally  yielded 
more  than  bonds — to  compensate  for  the 
extra  risk.  Then  inflation  became  built 
into  the  economy.  Since  then,  in  general, 
bonds  have  tended  to  yield  more  than 
stocks.  Why  the  switch?  Clearly,  because 
bonds  are  less  protected  against  inflation 
than  stocks  are;  with  stocks  you  at  least 
have  the  chance  of  dividends  rising,  but 
interest  is  fixed. 
Now,  in  a  switch  again,  one  group  of 
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stocks  is  yielding  as  much  as  bonds — the 
electrical  utilities.  Why?  Three  Mile  Is- 
land is  only  one  of  the  problems  that 
have  held  down  electrical  utility  stocks 
to  the  point  where  they  routinely  yield 
10%  and  11%.  High  interest  rates  are 
hurting  this  capital-hungry  industry  and 
so  are  soaring  construction  costs  and 
foot-dragging  by  regulatory  agencies  in 
allowing  the  electrics  a  fair  rate  of  return. 
What  goes  down,  may  go  up  again. 


even  better  than  they  looked. 

Now  let's  look  at  the  excise  tax  prob 
lem  and  assume  the  worst:  The  IRS  gets 
all  $50  million  tomorrow.  That  won't 
happen,  of  course,  but  if  it  did,  it  would 
cost  Fruehauf  around  $32  million  after 
taxes,  because  the  $40  million  of  excise 
taxes  and  interest  the  IRS  wants  is  de 
ductible  but  the  $10  million  of  penalties 
isn't.  The  $32  million  is  $2.64  a  primary 
share,  or  about  one-fifteenth  of  Frue 
hauf's  equity.  No  real  sweat. 

Now,  let's  play  corporate  raider.  Frue 
hauf  has  quite  a  bit  of  debt,  but  much  is. 
at  low  rates — the  blended  rate  on  the 
long-term  stuff  is  less  than  8% .  The  com 
pany  has  assets — such  as  its  nonprofita 
ble  western  European  operations,  carried 
at  $219  million  (less  liabilities) — that 
could  be  sold. 

Fruehauf  has  12.2  million  shares,  in- 
cluding those  under  option.  There  are  $60 
million  of  5.5%  debentures  convertible 
into  common  at  $46.25.  Tender  for  thei 
debentures  at  par  or  a  little  less — they  go 
around  75  now — then  offer  $44  or  so  for 
the  shares — a  38%  premium  over  mar 
ket — and  you've  got  the  nation's  premier 
trailer  company  for  $600  million,  with  a 
big  auto-supply  business,  the  shipyards 
and  assets  to  sell  off  in  western  Europe  as 
a  bonus.  People  have  paid  a  great  deal 
more  for  a  great  deal  less. 

Aware  of  this,  Fruehauf  executives 
have  let  it  be  known  that  they  have  a  list 
of  white  knights.  So,  don't  try  an  un 
friendly  takeover.  ■ 


Statistical  Spotlight 


Remember  this:  If  the  outlook  improves 
for  electrical  utilities,  if  inflation  tapers 
off  and  yields  drop,  say,  from  10%  to  7%, 
stockholders  would  have  a  40%  capital 
gain.  Add  to  that  the  prospects  for  mod 
est  dividend  increases  and  a  case  can  be 
made  that  some  of  these  stocks  could 
increase  by  half  in  a  few  years'  time. 
That's  not  the  kind  of  action  one  ordi- 
narily expects  from  utility  stocks  but 
then  these  are  not  ordinary  times.  Here's 
what  Judith  Warrick,  Morgan  Stanley's 
able  electric  utility  analyst  has  to  say:  "I 
think  more  bad  news  will  come  out  dur- 
ing the  next  month  or  two  that  could 
push  prices  down  further,  which  should 
present  a  buying  opportunity  this  sum- 
mer. If  investors  start  buying  then,  they 
might  experience  some  nice  gains  over) 
the  next  two  years.  A  number  of  utilities 
have  rate-increase  prospects  in  states 
with  good  regulatory  commissions  such 
as  California,  Texas  and  Florida." 

Drexel  Burnham  Lambert's  Norman 
Greenberg  favors  regional  utilities  like 
Florida  Power  &  Light,  Indianapolis  P&L 
and  Tampa  Electric,  among  others. 

What  about  the  nuclear  risk?  Look 
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Can  self-insurance  improve 
your  company's  cash  flow? 
\four  James  Account  Executive 
will  find  out  for  you-fast. 


Self-insurance  isn't  for  everyone. 
Your  James  Account  Executive  can 
find  out  if  it's  right  for  you. .  .by  having 
your  exposures  analyzed  by  James' 
regional  team  of  self-insurance 
specialists. 

From  extensive  experience  in  the 
design  and  administration  of  self- 
insurance  programs— for  companies 
of  all  descriptions— the  James 
regional  team  can  tell  you  if  an 
in-depth  feasibility  study  makes 
sense  for  an  operation  of  your 
type  and  size. 


To  take  advantage  of  this 
no-obligation  offer,  contact  your  local 
James  Account  Executive.  Or  write 
Reynolds  Blossom,  Communications 
Department,  Fred.  S.  James  &  Co., 
230  W.  Monroe  Street,  Chicago, 
Illinois  60606. 


FRED.  S.  JAMES  &  CO.,  INC. 
Insurance  Brokers  Since  1858 

Insurance  and  Risk  Management  Services 
Through  More  Than  100  Offices  Around  The  World 


ASunCcar 


Through  its  subsidiaries, 
Sun  Company  engages  in  oil 
and  gas  exploration  and 
production,  and  refining  and 
marketing  of  petroleum 
products.  Other  Sun  interests 
include  coal  and  oil  sands 
production,  and  management 
of  selected  investments  in 
non-energy  businesses. 

Here  Theodore  A.  Burtis, 
Sun  Chairman  and  Chief 
Executive  Officer,  discusses 
some  of  Sun's  current 
activities  and  future  plans. 


Theodore  A.  Burtis 


What  impact  will  phased 
decontrol  have  on  Sun's 
profitability? 

There  are  so  many  details  of  the 
program  we  don't  know  as  yet,  that  it's 
difficult  to  predict  this  with  any 
precision. 

Decontrol,  by  itself,  would  clearly 
benefit  production  profits  as  well  as  the 
nation's  critical  energy  supply  situation. 
We  would  feel  the  positive  effects  more 
than  most  oil  companies  because  our 
production  has  a  large  proportion  of 
"lower  tier"  oil,  57  percent,  which  has 
been  held  at  $9  to  $10  below  world 
prices. 

But  this  analysis  is  incomplete 
without  considering  the  effects  of 
proposed  new  taxes.  We  are  uncertain  as 
to  what  proportion  of  increased  revenues 
would  be  siphoned  off  in  added 
taxation  —  and  hence  unavailable  for 
investing  by  the  industry. 

It  is  also  necessary  to  point  out 
that  decontrol  in  some  respects  is  a 
mixed  blessing.  While  it  helps  the  oil 
production  part  of  the  business,  it  has  a 


negative  impact  on  the  refining  side. 

The  refineries'  raw  material  costs 
will  go  up.  This,  combined  with  the 
high  costs  of  government  regulations, 
primarily  environmental,  may  put  us  at 
a  serious  disadvantage  compared  with 
foreign  refiners.  The  government  must 
begin  to  recognize  the  critical  situation 
the  country's  refineries  are  in,  and  take 
steps  to  allow  revitalization  of  this 
important  segment  of  the  energy 
industry. 

Sun  spent  $700  million  for 
energy-related  activities  last 
year.  Any  chance  this  will 
increase  with  new  price  levels? 

First,  I  want  to  point  out  that 
even  before  the  President's  proposals, 
Sun  planned  to  increase  its  outlays  for 
energy-related  activities. 

This  year,  we've  slated  some  $780 
million  in  capital  expenditures  for 
energy-related  activities.  Of  this,  $500 
million  is  for  exploration  and 
production,  including  intangible 
development  costs,  and  $60  million  for 
oil  sands,  coal,  and  other  extractives. 
In  addition,  we  will  spend  $220  million 
to  strengthen  our  downstream 
operations. 

We  may  spend  more,  depending 
on  several  things,  including  decontrol, 
the  possibility  of  any  new  taxes,  and 
opportunities  we  can  develop. 
Obviously,  to  continue  increasing  both 
our  energy-related  programs  and  our 
dividends,  as  we  have  been  doing  for 
the  past  several  years,  demands  a 
higher  level  of  earnings. 

For  example,  in  1978  Sun  earned 
$365  million.  We  paid  out  almost  $154 
million  of  that  in  dividends  to  our 
shareholders.  Yet  we  spent  about  $700 
million  for  energy-related  projects. 
Fortunately,  our  first-quarter  earnings 
for  1979  were  up  43  percent  over  the 
previous  year.  So  we're  on  the  right 
track. 

What  effect  will  all  this  have 
on  Sun's  diversification 
program? 

The  underlying  rationale  for 
diversification  —  the  non-renewable 
nature  of  our  resource  base  —  is  still 
there.  Increased  profitability,  decontrol 
of  crude,  and  available  opportunities 
may  have  an  effect  on  timing  and 
direction,  but  not  on  the  basic 
assumptions. 

I  want  to  stress  that  whatever  we 


pursue  in  diversification,  our 
energy-related  programs  remain  the 
mainstay  of  our  business.  We  will 
continue  to  invest  in  our  traditiorm 
businesses  as  long  as  they  have  real 
return  on  investment  and  income  ' 
growth  potential. 


In  regard  to  energy 
development,  you  recent 
announced  an  expansion 
your  oil  sands  operation 
Alberta.  What  impact  doi 
this  project  have  on  Sun 
potential  in  Canada? 
A  major  impact  —  we  view  a: 
expansion  of  Great  Canadian  Oil  S 
Limited  as  an  attractive  investment 
energy  development.  But  this  decis 
also  represents  one  of  several  steps 
strengthen  Sun's  Canadian  operatic 
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Bucketwheel  excavator  used  to  mine  Athab 
oil  sands  at  Sun's  Great  Canadian  Oil  San 
plant  in  Alberta,  Canada. 

Current  production  at  Great 
Canadian  Oil  Sands  Limited  has  be 
averaging  45,000  barrels  per  day  ofi 
synthetic  crude.  Late  in  1978,  we 
announced  plans  for  an  expansion  j 
13,000  barrels  per  day.  Substantial 
completion  is  anticipated  in  1981  \v 
a  projected  cost  of  some  $185  millw 
(Canadian).  Following  approval  of 
project  by  the  Province  or  Alberta 
March  1979,  Great  Canadian  Oil 
will  receive  world  prices  for  its 
production. 

You're  planning  to  merg 
Sun's  two  Canadian  unit: 

Yes,  we  announced  plans  to 
amalgamate  our  two  Canadian 
operating  units  —  Great  Canadian 
Sands  Limited  and  Sun  Oil  Compa 
Limited.  This  amalgamation  is  subj 
to  a  number  of  approvals  and  is  a  si 
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:>any  Update* 


-d  our  objective  of  broadening 
:ipation  by  Canadian  investors  in 
investments  there.  We  expect  to 
proxy  materials  to  Great  Canadian 
iands  shareholders  this  summer 
to  a  special  meeting  of 
holders  to  consider  the 
carnation. 

Sun  Limited's  capital  spending  this 
will  be  heavily  weighted  toward 
ctive  operations  in  the  Western 
nces,  where  Sun  Limited  holds 
2  million  gross  acres.  During 
they  will  accelerate  their  search 
lergy  with  participation  in  240 
ration  and  production  wells. 

)w  does  Sun's  stake  in  the 
timore  Canyon  look  today? 

Sun  is  a  participant  in  the  first 
ficant  natural  gas  discovery  in  this 
ntic  offshore  area.  But  it's  too  early 
lk  about  either  success  or  income 
this  venture. 

In  1978,  Sun  participated  in  four 
veils  in  this  area.  This  drilling 
:ed  in  the  one  natural  gas 
very  on  Block  598,  in  which  Sun 
>  a  16  percent  interest.  However, 
■Jo.  2  well  on  this  block  was 
)leted  without  finding  producible 
tities  of  oil  or  gas. 
Additional  delineation  drilling  will 
)ne  this  year  to  find  out  if  the 
/es  associated  with  this  discovery 
in  commercial  quantities.  A  third 
in  which  Sun  has  an  interest 
Id  be  completed  by  mid-summer. 
Pending  much  more  drilling,  the 
more  Canyon  should  still  be 
dered  a  risk,  but  we  are 
theless  hopeful  on  the  outlook.  If 
iptimism  bears  out,  we  might  look 
icome  contribution  from  the 
more  Canyon  by  1983  or  1984. 

7hat  are  the  prospects  for 
Gulf  of  Mexico  gas 
production? 

During  1978,  we  increased  the 
:>re  component  of  our  natural  gas 
y  as  Sun  Gas  Company  put  three 
)rms  on  production.  Sun's  largest 
iicer  in  the  Gulf,  off  the  Texas 
c,  was  completed  in  1978.  It 
ices  more  than  200  million  cubic 
A  gas  per  day,  with  Sun  holding  a 
■rcent  interest. 

In  addition,  there  are  three  more 
'>rms  planned  for  Sun  operation, 
(ve  have  an  interest  in  six 
>rms  under  development  by  other 


In  1978,  Sun  increased  the  offshore  component  of 
its  natural  gas  supply  by  putting  three  platforms 
on  production  in  the  Gulf  of  Mexico. 


In  light  of  what  may  be 

increased  emphasis  on 
petroleum  exploration  and 

production,  are  you  still 
committed  to  expanding  your 
coal  production? 

Very  much  so.  Our  Cordero  coal 
mine  near  Gillette,  Wyoming,  which 
first  opened  in  1976,  has  proven 
reserves  of  516  million  tons  of 
surface-mineable  coal.  36  percent  of 
this  is  already  under  long-term  sales 
contracts  to  utilities  and  other 
industries. 

In  the  early  1980's,  we  expect 
Cordero  to  reach  a  first-phase 
production  of  12  million  tons  per  year. 

But  we've  already  moved  ahead  to 
double  Cordero 's  production  capacity  to 
24  million  tons  over  the  next  five  to 
ten  years.  Expansion  will  be  completed 
by  the  end  of  1980  at  a  cost  of  $21 
million  for  fixed  facilities,  and 
additional  capital  outlays  will  be 
required  for  expansion-related  mining 
equipment  as  production  increases. 

Sun  recently  declared  a  7 
percent  dividend  increase.  Is 
this  part  of  a  regular  pattern 
of  increases? 

Yes,  our  recent  announcement  of  a 
dividend  increase  on  common  stock 
followed  by  a  year  the  previous  hike  in 
April,  1978.  We  are  now  paying  $3.00 
per  share  annually  on  our  common 
versus  $1.00  per  share  three  years  ago. 

Sun  recognizes  the  need  to  sustain 
a  regular  pattern  of  dividend  increases 
in  order  to  provide  an  appropriate 


current  return  to  our  shareholders. 

At  the  same  time,  we  want  to 
retain  sufficient  funds  to  make  the  most 
of  our  opportunities,  and  to  ensure 
long-term  financial  growth. 


Cash  Dividends  Per  Common  Share* 
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Dividends  per  common  share  have  increased  300 
percent  since  early  1976.  Sun's  common  stock  is 
currently  paying  $3.00  per  share  annually. 

What's  ahead  for  Sun? 

Our  commitment  is  to  increase 
income  growth  while  improving  the 
return  on  shareholders'  equity,  with  the 
ultimate  objective  of  increasing  the 
value  of  our  shareholders'  investment. 
Toward  this  end,  our  investments  must 
encompass  a  variety  of  goals. 

These  must  include  contributions 
to  near-term  income  and  cash  flow,  the 
sustaining  of  our  energy  resource  base 
to  the  best  of  our  ability,  and  some 
hedges  against  the  eventual  depletion 
of  oil  and  gas  reserves. 

We  will  intensively  seek  and 
develop  opportunities  that  meet  these 
investment  criteria. 

If  you  have  any  questions 
about  Sun,  or  would  like  additional 
information,  write  Ella  W.  Wright, 
Director,  Shareholder  Relations,  Sun 
Company,  Inc.,  100  Matsonford 
Road,  Radnor,  PA  19087. 


operators.  As  all  nine  platforms  come 
onstream  over  the  next  two  years,  they 
will  help  to  stabilize  our  overall 
production  rate  and  increase  the 
average  selling  price  of  Sun's  gas. 


what  happened  to  Three  Mile  Island's 
owner,  General  Public  Utilities;  it's  had 
to  slash  its  dividend.  Norm  Greenberg 
has  considered  this,  but  says:  "You  al- 
ways have  this  kind  of  thing.  In  1976 
people  said,  'Don't  invest  in  utilities  that 
burn  natural  gas.'  Before  that  it  was, 
'Avoid  oil-burning  utilities.'  " 

Interestingly  enough,  while  electrical 
utility  stocks  are  capitalizing  their  divi- 


dends at  a  very  low  rate,  the  natural  gas 
utilities  are  capitalizing  theirs  at  a. higher 
rate.  Why  so?  Because,  says  Oppenhei- 
mer  &  Co.'s  John  (ay  Jones  Jr.,  their 
fundamental  prospects  "are  in  an  im- 
proving mode  due  to  an  enlarged  natural 
gas  supply  and  expanding  exploration  ac- 
tivities." Many  of  them  own  gas  re- 
serves, which  grow  in  value  every  time 
OPEC  tightens  the  price  screws.  But, 


remember,  as  analyst  Greenherg  point 
out,  there  was  a  time  when  the  gas  utilij 
ties  were  in  disfavor. 

The  electricals,  on  the  other  hanc 
look  like  nothing  but  trouble — and  theii 
stocks  are  cheap.  If  you  want  a  high  yiel 
with  a  crack  at  capital  gains  if  the  situa 
tion  improves,  you  buy  the  electricals- 
provided  you  have  a  tolerance  for  ris 
and  bad  news  ■ 


Not  for  the  easily  shocked 


If  you  can  take  bad  news  calmly,  the  electricals  have  considerable  appeal.  Below,  the  30  largest  ranked  in 
descending  order  of  their  reliance  on  nuclear-fueled  generating  capacity. 


Dividend 

Indicated 

Earnings 

Dividend 

increases 

Recent 

5- 

year 

Company  (%  nuclear  generation) 

dividend 

per  share 

Yield 

coverage 

last  5  years 

price 

pnee  range 

Northeast  Utilities  (58.0) 

$1.02 

$1.53 

1  1 .3% 

1.5 

0 

9 

12% 

6% 

Baltimore  Gas  &  Electric  (57.0) 

2.28 

3.34 

10.4 

1.5 

3 

21% 

28  Vi 

15% 

Carolina  Power  &  Light  (47. 1) 

1.96 

3.15 

10.4 

1.7 

4 

18% 

25% 

11 

Commonwealth  Edison  (45.0) 

2.60 

2.95 

10.9 

1.2 

3 

23  »/4 

32% 

22% 

Northern  States  Power  (43.0) 

2.16 

3.51 

9.6 

1.6 

4 

22 'A 

30'/2 

1578 

General  Public  Utilities  (34.0) 

1.00 

2.25 

9.3 

1.3 

3 

10% 

21% 

10% 

Duke  Power  (30.0) 

1.80 

2.70 

10.2 

1.5 

3 

17% 

23  % 

10% 

Florida  Power  &  Light  (30.0) 

2.40 

4.27 

9.1 

2.1 

5 

26  Vi 

29% 

15% 

Philadelphia  Electric  (26.0) 

1.80 

1.87 

11.6 

1.0 

2 

ISVt 

21% 

11% 

Public  Service  Electric  dk  Gas  (24.0) 

2.20 

3.09 

1 1.0 

1 .4 

3 

20 

26'/8 

12 

Consumers  Power  (15.3) 

2.24 

3.53 

11.2 

1.6 

2 

20 

257» 

978 

Consolidated  Edison  ( 15.0) 

2.44 

4.00 

10.7 

1.8 

4 

22% 

257» 

7% 

Florida  Power  ( 14.5) 

2.76 

4.4i 

9.6 

1.7 

5 

28% 

34% 

13% 

Niagara  Mohawk  Power  (14.0) 

1.44 

2.00 

10.5 

1.4 

5 

13% 

17'/4 

7% 

American  Electric  Power  (11.7) 

2.18 

2.27 

10.3 

1.1 

5 

21% 

25% 

14% 

Long  Island  Lighting  (11.0) 

1.70 

2.37 

10.6 

1.4 

5 

16 

20% 

10% 

Middle  South  Utilities  (10.5) 

1.52 

2.70 

10.8 

1.7 

5 

14% 

177» 

12% 

Southern  Company  (9.0) 

1.54 

1.39 

11.8 

0.9 

5 

13 

18 

8% 

Ohio  Edison  (6.1) 

1.76 

1.21 

11.7 

0.7 

-Z  5 

15 

21'/2 

12% 

Pacific  Gas  &  Electric  (5.7) 

2.32 

3.52 

10.5 

1.6 

4 

22  % 

25% 

18% 

Southern  California  Edison  (3.0) 

2.48 

4.04 

10.0 

1.8 

4 

24% 

27% 

16% 

Pacific  Power  &.  Light  (0.9) 

1.92 

2.42 

9.5 

1.3 

5 

20  Va 

24  Va 

14% 

Allegheny  Power  (none) 

1.72 

2.51 

10.6 

1.5 

5 

16'/4 

22%' 

12% 

Central  and  South  West  (none) 

1.42 

2.32 

9.4 

1.7 

5 

15% 

18% 

13  Vi 

Cleveland  Elec  Illuminating  (none) 

1.92 

2.16 

1 1.4 

1.2 

5 

167s 

23% 

15% 

Detroit  Edison  (none) 

1.60 

2.19 

10.9 

1.4 

2 

14% 

18 

8% 

Houston  Industries  (none) 

2.36 

4.44 

7.9 

2.0 

5 

29% 

36% 

18 

Pennsylvania  Power  &  Light  (none) 

2.04 

3.13 

10.7 

1.6 

4 

19 

25,/s 

15% 

Texas  Utilities  (none| 

1.64 

2.53 

8.7 

1.7 

5 

18% 

25% 

16% 

Union  Electric  (none) 

1.44 

2.11 

10.9 

1.5 

3 

13'/4 

16% 

9% 

Compare  the  electricals*  yields  with  those  available  in  currently  less  risky  natural  gas  stocks. 

Dividend 

Natural  Gas 

Indicated 

Earnings 

Dividend 

increases 

Recent 

5-year 

Company  (est  value  ot  reserves*  per  sharel 

dividend 

per  share 

Yield 

coverage 

last  5  years 

price 

price  range 

Retail  Distribution 

American  Natural  Resources  (10.90) 

$3.20 

$5.32 

8.0% 

1.8 

5 

39% 

47'/2 

29% 

Columbia  Gas  System  (9.36) 

2.44 

4.05 

8.6 

1.7 

5 

28% 

32% 

21% 

Consolidated  Natural  Gas  (2 1 .92) 

3.00 

5.99 

7.9 

2.1 

5 

'  37% 

47% 

21% 

Peoples  Gas  (3.22) 

2.88 

4.95 

8.8 

1.8 

5 

32% 

40% 

22% 

Intrastate  Operations 

Houston  Natural  Gas  (8.91) 

1.00 

3.18 

3.6 

3.2 

5 

27% 

36% 

14% 

United  Energy  Resources  ( 10.97) 

2.48 

7.11 

6.2 

3.4 

5 

40% 

407s 

6% 

Interstate  Pipelines 

Northern  Natural  Gas  (2.2 1 1 

2.60 

6.15 

6.1 

2.4 

5 

42% 

53 

25% 

Panhandle  Eastern  Pipe  Line  (28.37) 

3.10 

7.60 

6.4 

2.8 

5 

48% 

50% 

2678 

Southern  Natural  Resources  (9.68) 

1.25 

5.14 

3.4 

4.3 

4 

37'/4 

39% 

20% 

Tenneco  (39.09) 

2.20 

4.62 

6.7 

2.2 

5 

32% 

37% 

19% 

Texas  Eastern  (33.20) 

2.30 

5.73 

5.5 

2.5 

5 

42 

47 

25% 

Texas  Gas  Transmission  (21.23) 

2.64 

5.91 

6.4 

2.2 

5 

41% 

.  49 

23% 

'  Oppenheimer  &  Co.;  estimated  $  value  of  reserves. 
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Do  something  good 
for  your  product. 


Get  it  out  of  the  country. 


Export  What  You  Produce 

and  it'll  do  something  good  foryou: 
help  build  your  bottom  line. 

Export  What  You  Produce 

and  it'll  do  something  good  for  America: 
help  cut  down  on  the  trade  deficit. 

Export  What  You  Produce 

and  it'll  do  something  good  for  the  free  world: 
help  strengthen  the  dollar. 

Columbus  Line  is  a  major  international  steam- 
ship company  closely  allied  with  American 
business.  We  daily  come  in  contact  with  Ameri- 
can products  all  over  the  world  and  we  are 
constantly  aware  of  how  well  they  are  regarded. 
And  the  respect  they  command.  And  how  much 
they  are  sought  after.  Selling  products  over- 
seas, seems  such  'a  natural'  for  American 
companies. 

With  the  balance  of  trade  running  about  $28.45 
billion  in  the  red  in  1978,  and  unemployment 
running  at  about  6  million,  it  is  also  important  to 
know  that  every  $1  billion  of  exports  creates 
40,000  jobs  in  the  U.S.  (about  one  job  in  eight  is 
export-related).  Therefore,  logic  says  that 
increasing  exports  is  not  only  good  business  but 
a  good  economics  measure  as  well. 


Exporting  doesn't  necessarily  mean  the  com- 
pany has  to  confine  itself  to  Europe,  the  Far  East 
or  even  South  America.  For  instance,  we  know 
for  a  fact  that  Australia  and  New  Zealand  are 
very  exciting  prospects  for  America's  entre- 
preneurial spirits.  And  they  are  very  receptive  to 
new  ideas  as  well  as  new  products. 

If  you're  a  company  with  a  matured  domestic 
rriarketand/orayoung  company  with  aggressive 
growth  and  marketing  ideas,  we'd  like  to  suggest 
that  you  look  overseas.  We're  sure  that  you'll 
not  only  like  what  you  see  but  you'll  also  see  the 
potentials  and  the  rewards. 

So  do  something  good  for  your  country,  your 
company  and  your  profit  margin.  Get  your 
product  out  of  the  country. 

America,  Shape  Up.  Ship  Out! 


COLUMBUS  LINE 

New  York  Chicago  San  Francisco  NewOrleans 

All  Water  Container  Services 
direct  to  Australia  and  New  Zealand. 


Clobbered  by  unreasonable  rate  commis- 
sions, fanatical  environmentalists  and  mur- 
derous interest  rates,  many  utilities  have 
stopped  fighting  public  power  and  joined  it. 


Fish?  Or  foul? 


By  Elizabeth  Bailey 

Last  month,  the  Public  Service  Co. 
of  New  Hampshire,  an  investor- 
owned  utility,  sold  22%  of  its  be- 
leaguered Seabrook  nuclear  power  sta- 
tion to  a  group  of  nine  companies.  The 
surprise  is  not  the  sale — but  that  20%  of 
the  project  now  belongs  to  a  public  agen- 
cy, the  Massachusetts  Municipal  Whole- 
sale Electric  Co. 

The  deal  in  New  Hampshire  is  one  of 
dozens  that  are  currently  being  struck 
between  two  of  business  history's  most 
bitter  foes — the  investor-owned  utilities 
and  public  power.  The  reconciliation  is 
strictly  economic.  Investor-owned  utili- 
ties are  having  an  increasingly  tough 
time  raising  money;  municipal  utilities, 
organized  as  political  subdivisions  of 
state  governments,  are  able  to  raise  aft 
unlimited  amount  of  tax-free  money.  Se- 
cured by  the  revenues  from  the  power 
plants,  the  bonds  issued  by  the  public 
agencies  with  A  ratings  or  better  go  for 
around  6.5%  to  7%,  is.  the  9.5%  to 
10.5%  an  investor-owned  utility  able  to 
get  that  rating  would  have  to  pay  on  the 
corporate  bond  market. 

As  yet  another  form  of  subsidy  by  tax- 
payers, this  trend,  needless  to  say,  is 
accelerating.  There  are  over  100  of  these 
so-called  joint  action  projects  like  the 
one  in  Massachusetts,  compared  to  just  a 
handful  ten  years  ago.  Twenty-nine 
states  have  passed  enabling  legislation  to 
create  such  agencies,  and  several  other 
states  are  now  drafting  similar  laws. 

Perhaps  the  strangest  mutant  of  all  is 
the  Georgia  Power  Co.,  a  subsidiary  of 
the  financially  troubled  Southern  Co., 
and  until  recently  one  Of  the  most  viru- 
lent critics  of  public  power.  By  1987 
Georgia  Power  will  have  received  almost 
$3  billion  from  joint  action  agencies  and 
federally  backed  rural  electrification  co- 
ops. In  return,  the  joint  action  agencies 
and  the  co-ops  will  own  about  20%  of  the 
generating  capacity  in  Georgia.  GP  will 
still  run  the  plants  and  receive  a  manage- 


ment fee  from  the  public  agencies.  Ex- 
plains Grady  Baker,  senior  vice  president 
of  power  delivery  at  GP:  "In  1974  when 
we  went  to  the  bond  market,  there  was 
no  one  there.  Raising  money  on  our  own 
would  have  been  a  tremendous  burden." 

Douglas  Booth,  executive  vice  presi- 
dent of  Duke  Power  Co.,  which  recently 
sold  75%  of  its  Catawba  nuclear  unit 
number  two  for  $915  million  to  North 
Carolina  Municipal  Power  Agency  #1, 
says:  "The  deal  made  a  lot  of  sense  in 
terms  of  economics — if  not  ideology." 

How  times  change.  In  the  1930s  public 
versus  private  power  was  one  of  the 
burning  issues  of  the  day.  Even  15  years 
ago,  the  private  utilities  were  spending 
millions  on  ads  warning  against  the  evils 
of  public  power.  One  advertisement,  par- 
ticularly chilling,  showed  a  young  man 
standing  next  to  a  barbed-wire-covered 
wall  with  this  message:  ".  .  .  when  gov- 
ernment owns  business,  it  has  in  its 
hands  both  political  and  economic 
power.  .  .  .  Isn't  it  time  to  call  a  halt  to 
the  expansion  of  government-in-busi- 
ness?"  Strange  bedfellows. 

Big-time  public  power,  of  course,  came 
into  existence  with  the  Tennessee  Valley 
Authority  in  1933.  Back  then,  the  mas- 
sive, federally  funded  project  was  regard- 
ed as  the  very  devil  by  investor-owned 
utilities.  When  President  Franklin  D. 
Roosevelt  was  asked  to  defend  the  politi- 
cal principles  behind  TVA,  he  said,  "It's 
neither  fish  nor  fowl,  but  whatever  it  is, 
it  will  taste  awfully  good  to  the  people  of 
the  Tennessee  Valley." 

Nowadays,  these  joint  action  agencies 
are  tasting  awfully  good  not  only  to  the 
investor-owned  utilities  but  to  Wall 
Street  as  well.  While  the  rest  of  Wall 
Street's  business  may  be  wilting,  the  un- 
derwriting and  trading  of  tax-free  bonds 
is  booming  (Forbes,  Mar.  79).  Last  year 
$5.9  billion  worth  of  public  power  bonds 
were  sold,  compared  to  $750  million  in 
1970,  while  joint  action  bond  sales  went 
from  $61 1  million  to  $2.2  billion  in  only 
three  years. 


"It's  a  wide  open  game,"  says  Frani 
Martin,  public  power  expert  with  Golcj 
man,  Sachs.  "Investment  bankers  ar 
beating  the  bushes  in  the  provinces  t] 
get  the  new  business."  While  ordinal 
securities  analysts  are  finding  it  tough  tl 
keep  their  jobs,  Wall  Street  firms  ar 
beefing  up  their  public  finance  divi 
sions — five  years  ago  Goldman,  Sachi 
had  no  public  power  specialists;  now  i 
has  four,  plus  three  part-timers. 

Investors  who  care  about  principle^ 
however,  and  sincerely  believe  in  th 
preservation  of  private  enterprise  ough 
to  give  the  bonds  a  wide  berth.  Publi 
power  is  not  really  cheap  power;  it  i 
simply  subsidized  power,  subsidize 
with  tax  money.  The  user  pays  less.  Th 
taxpayer  pays  more.  Since  they  are  ofte 
the  same  person,  any  real  savings  is  a 
illusion,  and  another  nail  is  driven  inti 
the  coffin  of  free  enterprise. 

There  are  other  problems.  Most  ta* 
exempt  bonds  are  secured  by  "hell  a 
high  water"  contracts  made  between  thj 
joint  action  agencies  and  the  cities  the 
serve.  The  cities  have  to  pay  whether  c. 
not  the  power  is  delivered.  Say,  for  ir 
stance,  that  the  Clamshell  Alliance,  th 
activist  environmentalist  group  that  ha 
been  blocking  the  construction  of  th) 
Seabrook  nuclear  plant,  does  succeed  i 
preventing  the  completion  of  the  projec! 
Who  pays  for  the  incomplete  structure 
Rate  payers  in  the  cities  that  now  ow 
20.5%  of  the  installation  will  be  liable. 

The  federal  government  itself  is  pro! 
ably  the  most  nervous  witness  to  th 
growth  of  this  public  power.  Last  yea 
the  Treasury  Department  opposed 
move  by  the  federal  Bonneville  Powq 
Administration  in  the  Northwest  to  cas| 
in  on  a  joint  action  program.  The  issi} 
was  not  one  of  principle,  but  of  econon 
ics:  Treasury  was  worried  about  a  furtht 
drain  on  its  cache  of  tax  dollars.  To  ster 
the  tide,  the  Internal  Revenue  Servic 
ruled  in  1972  that  municipally  owne 
plants  built  with  tax-exempt  bonds  coull 
sell  only  25%  of  their  power  to  investoj 
owned  utilities. 

Recently,  the  abuse  of  tax-exempt  t 
nancing  in  general  has  moved  Congreg 
to  look  at  the  tradeoff  between  cheaj 
money-for-all  and  a  loss  of  tax  dollar! 
Tax-free  housing  bonds  are  currently  ur 
der  scrutiny  by  the  House  Ways  &  Mean 
Committee.  Last  month  Chairman  A 
Ullman  said,  "Granting  tax-exempt  st 
tus  is  poor  public  policy.  .  .  .  The  bottoi) 
line  is  a  higher  federal  deficit."  Ullma 
was  speaking  specifically  about  housir 
bonds,  but  the  same  thing  can  be  saj 
about  those  power  bonds. 

"Farmers  like  myself  normally  don 
give  a  damn  what  the  source  of  power 
as  long  as  it's  cheap,"  argues  Arthur  Fau 
president  of  the  joint  action  Anzorj 
Power  Pooling  Association.  When  yc 
sup  with  the  devil,  Farmer  Faul,  don 
forget  your  long  spoon.  ■ 
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Think  of  us  as 
an  uncommon  company. 

Basically. 

Inflation  s  a  chronic  economic  disease  with 
as  many  cures  as  causes  □  The 
direct  medicine  □  increased 
productivity  □  in  large 
doses  □  trained,^*1  ^ 
motivated  ^ 
people  work- 
ing smarter 
not  harder  ~_ 
in  modern  plants 
with  equipment 
harnessing  the 
latest  technolo- 
gies □  like  our 

computer-controlled  machines  that 
industry  uses  to  create  glass  bottles,  shoes, 
gears,  rubber  and  plastic  products  □  or  the 
automated  lines  we  employ  to  make  hardware 
and  fasteners  □  Increased  output  per  man- 
hour  □  energy-conservation  □  the  best 
economic  health  insurance  around. 


EMHART 


For  more  information.  Write  V  P.  Public  Relations, 
P.O.  Box  2730,  Hartford,  Connecticut  06101 


Mohasco  has  been  in  the  carpet  business  for 
100  years,  but  the  rug  was  pulled  out  from 
under  it  when  taste  turned  less  garish. 


Make  mine  beige 


By  Cynthia  Saltzman 


MISTAKEN    NOTIONS    of   what  Will 
titillate  the  public  can  be  as  di- 
sastrous for  a  home  furnishing 
business  as  it  is  for  a  movie  studio. 

Take  $712  million  (sales)  Mohasco  of 
Amsterdam,  N.Y.  Its  predecessor,  the  old 
Mohawk  carpet  company,  began  making 
carpets  100  years  ago  and  the  same  fam- 
ily, the  Shuttleworths,  ran  it  for  three 
generations.  Herbert  L.  Shuttleworth 
2nd,  65,  will,  however,  probably  be  the 
last  of  the  line;  last  year  he  moved  up  to 
chairman  and  the  family  now  owns  less 
than  1%  of  the  6.5  million  shares.  The 
Shuttleworths,  unfortunately,  are  not  go- 
ing out  in  a  blaze  of  glory.  Mohasco  made 
a  blunder  that  cost  it  dearly. 

Starting  in  the  1960s,  Shuttleworth 
bought  up  nine  small  furniture  compa- 
nies and  nine  home  furnishings  distribu- 
tors. It  was  diversification  from  one  frag- 
mented low-margined  business  to  an- 
other, but  after  a  decade  the  furniture 
business  is  healthy.  However,  carpets, 
which  now  constitute  less  than  one- 
quarter  of  sales,  have  dragged  corporate 
earnings  down.  "In  May  of  1978,"  says 
Shuttleworth,  "we  still  thought  we  were 
going  to  have  a  lot  better  year  than  we 
did  have.  I  would  have  gone  out  on  a 
peak.  .  .  .  It's  embarrassing." 

Mohasco  actually  earned  less  during 
last  year's  boom  ($1.73  a  share)  than  it 
did  five  years  ago,  and  its  return  on 
stockholders'  equity  was  6% — less  than 
savings  banks  pay.  And,  in  the  first  quar- 
ter of  this  year,  earnings  per  share 
plunged  75%  from  last  year's  30  cents. 
What  went  wrong? 

Quite  simply  they  bet  too  heavily  on 
continuation  of  a  style  trend.  In  1972  the 
company's  Mohawk  and  Alexander 
Smith  brands  were  riding  the  building 
boom,  and  Mohasco's  earnings  per  share 
hit  a  record  $2.32.  Its  "Canyon  Para- 
dise," a  multileveled,  blotchy-patterned 
carpet  which  came  in  18  brassy  color 
combinations  like  orange  and  gold  was 


the  industry's  alltime  best-seller. 

Then  came  the  recession.  But  when 
industry  sales  bounced  back  in  1976,  Mo- 
hasco's stayed  on  the  mat.  Sales  of  do- 
mestic carpet,  its  largest  single  oper- 
ation, were  $149  million  last  year — only 
6%  higher  than  1975.  Mohasco  fell  from 
second  to  sixth  place  in  the  industry — 
behind  Burlington  Industries,  West 
Point-Pepperell,  Armstrong  Cork,  RCA's 
Coronet  Industries  and  World  Carpets. 

Like  those  clothing  companies  that 
were  caught  with  warehouses  of  polyes- 


Mohasco  CEO  Stanley  I.  Landgraf 
Waking  up  to  a  plain,  pastel  world. 

ter  leisure  suits,  Mohasco  stayed  too  long 
and  invested  too  heavily  in  one  style. 
Primary  shades,  bold  contrasts  and  hard- 
edged  patterns  became  obsolete.  People 
wanted  cloudy,  soft-edged  patterns,  sub- 
tle tones,  and  the  plain  color,  low-pile 
carpets  which  today  account  for  50%  to 
60%  of  residential  carpeting. 

Comfortably  ensconced  in  upstate 
New  York,  Mohasco  completely  missed 
the  boat.  "There  was  a  pronounced 
swing  in  consumer  preferences  to  the 
type  of  carpeting  of  ancient  vintage 
which  required  a  minimum  of  technolo- 
gy," is  the  way  Mohasco's  CEO  Stanley 
I.  Landgraf  puts  it. 

Technology,  in  fact,  was  the  crucial 
compounding  factor.  NBC  or  CBS  can 


hope  to  improve  its  ratings  by  changin 
programs;  they  don't  have  to  redesig 
TV  cameras  as  well.  In  carpets  it's  moi 
complicated.  Mohasco's  space-dyeir 
technology  was  the  best  way  to  make  th 
bold  patterns  and  colors  of  its  Canyc 
Paradise  line,  but  today's  most  popul 
carpets  require  efficient  pseudoprintiri 
processes  that  drop  the  colors  on  tl 
surface  instead  of  dyeing  the  fiber  an 
then  weaving  the  carpet.  Mohascoj 
competitors  not  only  make  more  populj 
carpets;  they  also  make  them  moi 
cheaply.  Mohasco  was  locked  into  e 
pensive  technology  whose  produc 
proved  a  flash  in  the  pan. 

Says  Landgraf,  "We  were  late  recogni 
ing  what  we  needed  to  do." 

The  result:  Mohasco  lost  money  in  tfl- 
domestic  carpet  business  last  year.  Ove 
all,  carpets  made  $9  million  in  operatir 
income  thanks  to  its  operations  in  Mex 
co  where  Canyon  Paradise  still  sells  we 
But  if  the  Latins  lose  interest  in  lot 
colors,  Mohasco  may  be  in  trouble. 

Landgraf,  who  started  in  an  industri 
engineering  job  at  Mohawk  in  1948,  h 
fired  nearly  50  of  Mohasco's  800  Ion 
time  employees  (average  length  of  se 
vice:  20  years).  The  soft-spoken,  53-yea 
old  executive  assumed  control  of  the  ca 
pet  business  personally  after  the  depa 
ture  last  February  of  Basil  Schneewei 
and  hired  former  Burlington  Industrie 
executive  vice  president,  Joseph  Quir 
as  vice  president  for  marketing.  A  ne 
California  carpet  mill,  rushed  into  pr 
duction  in  1973,  is  up  for  sale,  and  M 
hasco's  board  approved  $7.5  million 
install  the  new  "Kuesters"  dyeing  tec 
nique  of  its  competitors  (although  it  w 
not  be  operating  until  summer). 

Compared  with  carpets,  furnitu 
looks  good.  But  improved  operating  m£ 
gins  (from  4%  to  6%  in  the  last  thr 
years)  were  less  than  half  those  of  indu 
try  star  Ethan  Allen. 

"We  are  by  no  means  out  of  the  woo> 
yet  in  the  domestic  carpet  division 
says  Landgraf.  Smith  Barney's  home  ft 
nishings  analyst  lack  Salzman  believ 
the  90  cents  annual  dividend,  current 
representing  over  50%  of  earnings,  m; 
be  in  jeopardy.  (In  1975  Mohasco  cut  tl 
dividend  from  $1.20  to  60  cents  and  thi 
raised  it  to  90  cents  in  1976.) 

In  many  ways  Mohasco  looks  like 
takeover  candidate.  Its  stock,  with 
book  value  of  28,  recently  jumped  frq 
11  to  14  on  such  speculation  before  fa) 
ing  back  to  12.  It  is  the  kind  of  situatii 
people  like  Charley  Bluhdorn  like- 
ailing  company  with  lots  of  assets  anc 
good  consumer  franchise.  Howevi 
there  are  drawbacks.  One  is  debt:  M 
hasco's  capitalization  is  40%  debt,  hea 
for  a  company  of  this  kind.  The  other 
its  deteriorated  market  position.  "M 
hasco's  biggest  problem,"  says  one  i 
dustry  expert,  "is  realizing  how  big 
problem  really  is."  ■ 
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One  of  these  men  just  bought  a  car 
that's  specially  ordered,  newly  painted, 
but  belongs  to  someone  else. 


He  got  a  "really  great  deal"  from  "somebody  who 
knew  somebody  in  the  business."  What  the  man  on  the 
left  didn't  know  was  that  "the  business"  was  car  theft — 
a  $1.7  billion  business — one  of  the  most  lucrative  and 
costly  crimes  in  the  country  today.  Lucrative  for  thieves, 
costly  for  the  rest  of  us. 

Organized  car  theft  rings  have  found  that  stealing 
automobiles  is  profitable  in  several  ways.  Some  people 
arrange  to  have  their  cars  stolen  to  collect  on  the 
insurance.  Then  the  car  is  broken  up  into  valuable  parts 
for  re-sale.  Other  people  seek  to  buy  used  cars  at  a  lower 
price  than  offered  on  the  legitimate  market,  even  though 
they  may  know  something  isn't  right  with  the  deal. 

As  a  major  group  of  property  and  casualty  insurance 
companies,  we  want  to  stop  this  crime.  And  so  should 
you,  because  your  auto  insurance  premiums  have  to  go 
up  to  pay  for  these  theft  claims. 

In  several  states,  concerned  citizens  are  working 
with  law  enforcement  and  insurance  personnel  to 
check  the  spread  of  auto  theft.  We  applaud  and  support 
these  efforts  and  urge  you  to  do  the  same.  Working 
together,  we  believe  we  can  make  a  difference  and 
keep  automobile  insurance  affordable. 


Here's  what  we're  doing 

■  Supporting  the  National  Automobile  Theft  Bureau,  a 
non-profit  organization  created  by  insurance  companies 
to  help  law  enforcement  agencies  combat  auto  theft. 

■  Investigating  theft  claims  more  thoroughly. 

■  Encouraging  manufacturers  to  install  improved  locking 
devices. 

■  Utilizing  a  system  that  checks  for  incorrect  or  forged 
vehicle  identification  numbers. 

■  Encouraging  improvement  of  state  automobile  certifi- 
cate of  title  laws. 

■  Informing  people  what  they  can  do  to  prevent 
autotheft. 

Here's  what  you  can  do: 

■  Check  the  title  before  you  buy  a  used  car. 

■  Support  anti-car  theft  campaigns  sponsored  by 
the  National  Automobile  Theft  Bureau  and  by  other 
organizations. 

■  Take  your  key  and  lock  your  doors.  Don't  invite  trouble. 

■  Install  an  anti-theft  alarm.  You  may  receive  a  premium 
discount. 

■  Avoid  the  temptation  to  make  that  "really  great  deal" — 
you  may  lose  the  vehicle  and  your  money. 


This  message  is  presented  by  the  American  Insurance  Association,  85  John  Street,  New  York,  N.Y  10038. 

Affordable  insurance  is  our  business...and  yours. 


©  1979  American  Insurance  Association. 


Ifs  easier  to  be  a  hero  turning  a  company 
around  than  running  it.  Just  ask  Memorex 
Robert  Wilson. 

The  honeymoon 
is  over 


Robert  C  Wilson  of  Memorex 

The  turnaround  was  as  impressive  as  any,  but  miracles  are  no  longer  enough. 


By  Kathleen  K.  Wiegner 

Ever  since  Memorex  Corp.  narrow- 
ly averted  bankruptcy  in  1973,  it 
has  been  regarded  much  the  way 
Dr.  Samuel  Johnson  perceived  women 
preachers  or  a  dog  walking  on  its  hind 
legs:  Even  if  it  is  not  done  well,  you  are 
surprised  to  see  it  done  at  all.  Memorex 
is  alive,  growing  and  making  money,  a 
near  miracle  pulled  off  by  Robert  C.  Wil- 
son, brought  in  in  1974  from  Rockwell 
International's  Collins  Radio  unit. 

After  miracles,  then  what?  Earnings 
growth  slowed  for  the  Santa  Clara,  Calif, 
manufacturer  of  computer  peripheral 
equipment  and  audio  and  video  tapes. 
Memorex  stock,  which  traded  as  high  as 
60  last  August,  is  now  down  to  about  34. 
Perhaps  more  important,  employee  mo- 
rale is  beginning  to  sag. 

All  this  has  left  Wilson  frustrated.  "I 
find  it  a  little  hard  to  explain  or  under- 
stand myself,"  he  says.  "I  suppose  one  of 
the  difficulties  is  that  every  time  a  com- 


pany grows  larger  or  gets  a  higher  profile, 
it  draws  more  lightning.  But  I  think  we 
have  had  more  than  our  share." 

You  can't  help  admiring  what  Wilson 
has  wrought  at  Memorex.  Its  problems 
are,  perhaps,  the  product  of  an  inevitable 
letdown  after  one  of  the  more  impressive 
rescue  jobs  in  recent  corporate  history. 
Memorex'  revenues  jumped  from  $177 
million  in  1973  to  $633  million  in  1978. 
A  $90  million  loss  in  1973  became  a  $50 
million  profit  last  year.  Debt,  over  $300 
million  in  1973,  was  down  to  $153  mil- 
lion at  last  year-end.  Testifying  to  the 
resurgence,  in  1977  Memorex  became 
only  the  second  company  in  two  decades 
to  have  its  stock  relisted  on  the  New 
York  Stock  Exchange.  And  while  its 
stock  now  trades  well  below  fest  year's 
high,  $34  a  share  looks  fine  compared 
with  the  $1.50  it  fetched  in  1974. 

Why,  then,  the  criticism,  the  morale 
problems-  Inside  the  company,  criticism 
centers  around  Wilson's  determined 
drive  to  make  Memorex  a  billion-dollar 


company  by  1980.  To  get  there,  he  coi 
tinues  to  push  his  people  as  hard  as  H 
did  when  the  company's  survival  was  i 
stake.  Then  it  won  him  loyalty  becauj 
he  was  saving  jobs.  Now  it  wins  him 
reputation  for  being  a  workaholic  wH 
insists  on  long  hours,  weekend  meetinj 
and  low  salaries  for  many  below  tq 
management.  The  salary  question  is  e 
pecially  rankling  since  Wilson,  from  hi 
various  bonuses,  benefits  and  salar 
earns  over  $815,000  a  year,  making  hii 
one  of  the  nation's  best  paid  CEOs. 

As  a  result,  middle  management  tun 
over  has  been  high.  There  has  also  bee 
some  discontent  in  top  management.  ] 
the  last  year,  Henry  Montgomery  an 
Robert  faunich  II  (both  considered  coi 
tenders  for  Wilson's  job)  quit  within  si 
months  to  take  jobs  elsewhere. 

Wilson's  growth  plan  includes  an  a< 
quisition  program  which  some  critic 
outside  the  company  complain  has  le 
to  a  drain  on  the  company's  cash.  Wi 
son  has  already  acquired  three  comp! 
nies  since  1977,  the  last  being  the  $1 
million  purchase  of  Telex  Europe  i 
January  1978.  These  acquisitions  1^ 
contributed  to  the  company's  torrid  re 
enue  growth  (41%  in  1978),  but  profit ; 
a  percent  of  revenue  has  been  declinin 
Telex  Europe,  for  example,  added  aboi 
$35  million  in  annual  revenues,  but 
was  a  contributing  cause  of  Memore 
disappointing  third  quarter  last  year. 

With  the  kind  of  growth  that  Wilsc 
has  forced  on  Memorex,  the  capit 
demands  of  the  business  are  almo 
insatiable.  Thus,  Memorex'  negati1 
cash  flow  from  operations  totaled  $: 
million  last  year  compared  with  only  £ 
million  in  1977.  To  raise  the  cash  1 
needs  to  keep  on  growing,  Wilson  toe 
on  more  debt.  In  August  he  raised 
million  in  an  equity  offering.  But  whi 
the  offering  solved  some  of  Wilsor 
cash  problems,  it  raised  a  whole  set 
new  (and  well-publicized)  ones.  The  t 
fering  went  well  at  50%  a  share,  but 
October  Memorex  announced  thir 
quarter  earnings  that  were  only  slight 
better  than  a  year  earlier,  well  belo 
analysts'  estimates.  At  about  the  san 
time,  many  high-technology  stocks  toe 
a  nose  dive  in  what  became  known 
the  "October  Massacre." 

When  the  dust  had  settled,  so  hi 
Memorex'  stock — to  29,  off  more  thi 
51%  from  its  high  of  only  a  month  b 
fore.  To  make  matters  worse,  Wils< 
himself  sold  65,000  shares  of  Memor 
when  the  stock  was  still  a  healthy  5 
and  he  is  now  defendant  in  a  sharehol 
ers'  suit  charging  that  he  used  his  ink 
mation  about  Memorex'  third  quarter 
unload  his  stock  near  the  high.  "My  t 
people  agreed  that  it  would  be  a  good  id 
to  sell  in  that  time  frame,"  explains  W 
son.  "We  had  just  gone  public  with  . 
our  information  on  the  company  and  t 
market  was  strong.  It  went  up  after  I  sc 
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Millions  of  people  in  America's 
small  cities  and  towns  depend  upon 
the  regulated  trucking  industry 
for  their  very  survival. 

But  the  industry  did  not  always 
run  smoothly.  The  Supreme  Court 
of  the  United  States  described 
the  industry  prior  to  its  regulation 
by  the  Motor  Carrier  Act  of  1 935 
as  "unstable  economically . . .  un- 
able to  satisfy  the  most  minimal 
standards  of  safety  or  financial  re- 
sponsibility." . 

Today  the  trucking  industry  is 
giving  America  the  most  efficient, 
stable,  orderly  and  low-priced 
freight  transportation  system  in  the 
World.  Our  motor  carriers  are 
virtually  a  lifeline  to  every  com- 
munity in  the  country,  especially 
the  more  than  65  percent  of-all 
U.S.  communities  that  don't  have 
rail  service.  This  lifeline  delivers 
the  food,  clothing,  manufactured 
products,  machinery  and  other 
goods  vital  to  America's  homes, 
businesses  and  industries. 

Regulation  in  general  has  be- 
come a  matter  of  current  interest. 
Those  who  see  airline  passenger 


tcreasing  as  a  result  of  de- 
on  might  question  whether 
ation  of  the  trucking  in- 
vould  be  beneficial.  How- 
is  is  marching  straight 
past  to  make  the  same  mis- 
I  over  again. 

of  regulation  didn't  work 
>pers  or  the  public  in  the 
ind  it  Won't  work  today. 


Air  cargo  deregulation,  for  ex- 
ample, has  not  brought  lower  rates. 
This  concept  was  touted  on  the 
basis  that  shippers  would  get  more 
service  at  lower  cost,  but  air 
freight  rates  have  already  gone  up 
as  much  as  21  percent— instead 
of  going  down. 

Additional  freight  will  not  be 
created  because  rates  fall.  Freight 
volume  is  a  stable  "commodity," 
pushed  higher  or  lower  by  the 
state  of  the  nation's  economy. 

If  motor  carrier  service  were  de- 
regulated, shippers  would  not 
always  know  what  they  would  be 
charged.  Nor  would  they  know 
whether  their  rates  were  higher  or 
lower  than  those  of  other  shippers. 
It  would  be  the  same  story  that  it 
was  in  the  past  with  the  early  non- 
regulated  trucking  industry. 

The  modern  American  motor 
carrier  system  efficiently  supplies 
more  than  200  million  people 
with  all  the  things  they  need  at 
minimal  cost.  It  has  kept  pace 
with  an  ever-growing  and  changing 
economy.  Let's  not  jeopardize 
this  system. 


and  I  was  kind  of  kicking  myself." 

For  a  time  at  least,  Memorex  will  have 
great  difficulty  showing  earnings  gains 
even  if  operating  profits  do  well.  This 
year  will  be  the  first  since  Wilson  took 
over  when  Memorex  will  not  have  the 
advantage  of  tax-loss  carryforwards.  In 
1977  these  accounted  for  almost  40%  of 
net  income  and  in  1978,  16%.  In  the  first 
quarter  of  this  year  income  from  oper- 
ations rose  25%,  but  reported  net  was 
down  18%  from  the  previous  year,  when 
Memorex  had  the  benefit  of  its  tax-loss 
carryforwards.  Estimates  are  that  Memo- 
rex at  best  will  earn  about  the  same 
amount  this  year  as  it  did  last  year. 

On  the  product  front,  Disc  Cache, 
which  can  be  added  to  the  disc  drives  of 
large  computers  to  speed  up  the  retrieval 
of  often-used  information,  has  met  with 
success.  But  one  of  its  important  new 
products,  an  IBM-compatible  disc  drive, 
was  late  getting  into  production  because 
of  technical  problems;  by  then  competi- 
tor Storage  Technology  (which  Wilson 
tried  and  failed  to  acquire)  had  its  own 
version  in  the  field.  What  IBM  does  in 
terms  of  new  product  and  pricing  is  of 
direct  concern  to  Memorex,  whose 
products  compete  with  those  of  IBM. 
The  company's  six-year  legal  battle  with 
the  computer  giant  was  decided  in  favor 
of  IBM  last  fail,  although  Memorex  has 
appealed.  IBM's  latest  price  cuts  could 
hurt  Memorex  this  year  as  it  reduces 


its  own  prices  to  be  competitive. 

None  of  these  problems  has  caused  Wil- 
son to  turn  cautious.  Quite  the  contrary. 
Like  a  general  who  tries  to  relieve  the 
pressure  on  his  troops  by  counterattack- 
ing, Wilson  is  moving  as  fast  today  as 
when  he  was  making  drastic  changes  to 
save  a  dying  company.  He  added  3,000 
new  employees  last  year,  increased  pro- 
duction facilities  by  30%,  and  restruc- 


LUce  a  general  trying  to  re- 
lieve pressure  on  his  troops 
by  counterattacking,  Wilson 
is  moving  as  fast  today  as 
when  he  was  making  drastic 
changes  to  save  a  dying  com- 
pany. The  price,  however,  has 
been  parts  shortages,  high 
employee  turnover,  cost  in- 
creases and  high  inventories. 


tured  the  company  into  50  decentralized 
profit  centers.  "We  addressed  a  lot  of 
dimensions,  any  one  of  which  creates  a 
high  rate  of  change, "  argues  Wilson.  "The 
question  you  deal  with  is  whether  or  not 
you  can  afford  that  high  rate  of  change. 
The  reverse  question  is  whether  you  can 
afford  not  to  have  it."  The  price  for  that 
rate  of  change,  however,  has  been  parts 
shortages,  high  employee  turnover,  cost 
increases  and  high  inventories. 


The  final  big  question  mark  at  Memi 
rex  is  how  long  Wilson  himself  intenc 
to  stay  on.  His  five-year  contract  wi 
extended  until  January  1980,  when  Wi 
son  will  be  60.  It  was  assumed  that  Y 
would  retire  then.  A  search  is  going  q 
within  and  outside  the  company  for  h 
replacement,  but  at  the  board's  reque: 
he  will  stay  on  next  year  if  someon 
suitable  isn't  found,  he  says,  and  h 
skills  are  needed.  "I'm  a  big  sharehold< 
myself,"  he  says,  "so  I  want  to  assure 
smooth  and  orderly  succession."  The 
he  adds:  "But  I've  been  in  situatiorj 
where  the  old  rooster  wouldn't  leave  th 
hill,  and  that's  pain  for  everybody." 

In  his  interview  with  Forbes,  Wilso 
returned  again  and  again  to  what  he  Yis 
accomplished  in  five  years,  as  if  to  s 
lence  any  doubters.  But  even  though  h 
puts  in  the  same  long  hours,  at  59  Y 
seems  more  tired  than  he  once  did.  ' 
love  to  fly  and  I  haven't  flown  since 
came  to  Memorex,"  Wilson,  a  license 
pilot,  says  wistfully. 

Wilson  is  a  wealthy  man.  Besides  h: 
salary  he  has  options  on  1 65,000  Memore 
shares,  worth  $5.6  million  at  currer 
prices.  He  gives  the  clear  impression  of 
man  who  would  like  to  slow  down  an 
enjoy  himself  but  can't.  He  has  a  tiger  b 
the  tail.  Or  feels  he  does.  One  is  left  wit 
the  clear  impression  that  Bob  Wilso 
doesn't  know  himself  whether  he  shoul 
hold  on  or  let  go.  ■ 


That's  a  Butler  building? 
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Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about 
energy-saving  Butler  buildings, 
call  the  local  independent 
contractor  who  can  build  one 
for  you.  See  "Butler  Mfg.  Co. 


Builder"  in  the  White  Pages. 
Or  write  Butler  Mfg.  Co., 
Dept.  B-397,  BMA  Tower, 
Kansas  City.  Mo.  64141. 


BUTLER 
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WHAT'S 

in  mm 

"Wow,  you  get  really  great  sound  from  that  new  ." 

New  digital  tape  deck?  Computerized  turntable?  Equalizer?  New  what? 
What  will  the  "in"  audio  components  be  that  everyone  will  be  tuning  in  and  turning 
on  to?  And  who  will  set  tomorrows  audio  trends? 
The  same  men  and  women  who  are  setting  todays  trends. 
The  kind  of  people  who  read  Psychology  Today 

Because  PT  readers  are  the  "in"  group  of  spenders  in  every  major  demographic  target 
group  18-to-49. 
But  all  18-to-49's  are  not  created  equal. 
PT  readers  have  the  money  The  status.  And  the  style. 

Their  concentrations  are  virtually  unbeatable  when  compared  to  the  readers  of  other 
Simmons-measured  magazines  over  one  million  circulation. 

But  more  than  great  numbers,  they  have  a  great  psychology:  they  live  their  dreams 
today  not  tomorrow. 

Yankelovich  Monitor  Studies  show  that  the  kind  of  people  who  read  Psychology 
Today  set  the  trends  that  others  follow. 

They  liked  the  idea  of  having  music  everywhere,  and  now  it's  "in"  to  have  quality 
audio  components  in  the  home.  In  the  office,  even  in  the  car! 

They  felt  like  getting  away  for  some  fun  and  sun,  and  now  the  coastal  resorts  of 
Mexico  are  "in." 

They  decided  to  get  into  shape,  and  nowjogging  is  the  "in"  exercise. 
They  started  buying  vodka,  and  it's  the  "in"  drink  to  have. 

And  when  it  comes  to  what's  "in"  in  audio  components,  you  can  be  sure  PT  readers 
will  be  the  leaders. 
They're  worth  more  to  you,  because  you  get  more  from  them. 

PSYCHOLOGY  IXWAZ 

GET«nir 


Once  you  lose  your 
paddle,  you're  close 
to  losing  the  canoe. 

Profit  is  the  paddle  which  guides 
and  propels  the  canoe  of  free  enterprise. 
When  the  paddle  is  lost,  there's  trouble 
around  the  bend. 

No  one  asks  that  the  American 
way  of  economic  life  guarantee  every 
private  enterprise  a  profit,  but  the  system 
must  include  the  freedom  to  fairly 
compete  for  and  retain  profits. 

While  it  may  seem  expedient  in  the 
short  term  to  siphon  off  profits  to  finance 
social  reform  and  the  ever  growing 
public  sector,  it  is  actually  an  omen  of 
disaster  for  the  free  enterprise  system. 

Without  sufficient  profit  to  attract 
investor  capital,  a  company  must  post- 
pone job-producing  expansions.  It  must 
borrow  just  to  replace  the  tools  and  other 
facilities  it  consumes  in  the  normal 
course  of  business.  And  when  borrowed 
funds  are  exhausted,  what  will  be  left 
to  keep  business,  and  America,  from 
running  aground? 

Since  our  entire  society  is  ultimately 
financed  by  the  canoe  of  free  and  private 
enterprise,  we  must  make  every  effort 
to  maintain  and  strengthen  our  grip  on 
the  profit  paddle.  Lest  we  find  ourselves 
up  the  creek  without  one. 


The  Wiedemann  Division's  top-of-the-line 
W-4560  Wiedematic  Mach  II  turret  punch  press 
is  now  available  with  a  plasma  arc  cutting 
option.  This  machine,  at  work  at  a  customer 
installation,  can  punch  or  cut  virtually  any 
shape  required,  in  metal  up  to  3/8"  thick. 


WARNER  &  SWASEY 

Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 
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Faces 

Behind  The  Figures 


Stacked  deck 

wemment  inflation  fighters  have 
own  the  spines  of  jellyfish,  says  J.  Cur- 
Counts — and  he  ought  to  know. 
Hints  was  the  chief  negotiator  for  the 
lcking  industry,  which  signed  for  30%- 
is  over  three  years  with  the  Teamsters 
ion,  a  contract  that  broke  President 
irter's  guidelines,  and  which  Counts 
mits  is  "terrible"  for  the  industry. 
His  complaint:  The  bureaucrats,  not 
t  union,  shot  down  the  industry's 
agher  stance.  "We  paid  over  30%.  You 
ve  to  ask  yourself,  Could  you  have 
ne  as  well  without  the  wage  rules  and 
2  regulators?"  he  asked  out  loud  in  a 
lgthy  interview.  His  answer  is  yes;  not 
ly  could  he  have  done  as  well  without 
y  Washington  interference,  but  he  be- 
ves  he  "probably"  could  have  even 
m  a  lower-cost  settlement. 
What  happened?  The  old  Teamster 
jgh-guy  image  carried  the  day.  "The 
vernment  was  afraid  of  them,"  said 
oints,  once  head  of  the  Federal  Media- 
m  &  Conciliation  Service  and  now 
:sident  of  Trucking  Management,  Inc., 
lich  bargained  for  the  industry.  When 
i  truckers  turned  down  the  union's 
ideline-busting  ideas,  federal  officials 
ne  in  "knocking  us  on  our  tails  by 
ring  we  could  get  it  within  the  guide- 
es."  They  "clarified"  continually  to 
ow  a  larger-than-necessary  settlement, 
says  with  some  bitterness. 
Wore  firmness  would  not  have  meant 
trike,  "at  least  no  more  than  we  had," 
iunts  says. 

rhe  Teamsters-trucker  contract  in- 
ided  $1.50  an  hour  in  pay  raises  over 
■ee  years,  plus  more  cost-of-living 
osts  and  fringe  benefits,  adding  up  to 
.46  an  hour — 27.4%  over  three  years, 
t  the  cost-of-living  pay  increases  were 
ured  on  an  unlikely  6%  inflation  rate, 
a  more  likely  8.5%  rate  the  cost  is 
other  42  cents  an  hour,  not  counting 
other  45  cents,  at  least,  in  a  living- 
it  pay  increase  due  at  the  contract's 
d.  And  61  cents  of  the  $3.46  weren't 
anted  by  the  government  for  the 
idelines. 

founts'  advice  for  future  guideline 
"gaining:  Start  with  a  realistic  wage 
d;  7%  wasn't  realistic  considering  the 
lation  rate,  he  believes.  Base  the  cost- 
living  wage  estimates  on  a  reasonable 
lation  rate,  not  the  6%  used  now,  and 
he  growing  costs  of  maintaining  pres- 
:  benefits  aren't  charged  against  the 
delines,  admit  it,  he  says,  and  don't 
inge  the  rules  under  union  pressure. 


/.  Curtis  Counts,  tridckers'  bargainer 

The  employers  would  have  paid  less  without  the  guidelines. 


In  the  trucking  talks,  Counts  says  that 
Frank  E.  Fitzsimmons,  the  Teamsters 
president,  aimed  "to  maintain  real  earn- 
ings [of  the  Teamsters]  and  get  anything 
anyone  else  would."  Counts  sensed  that 
the  union  was  looking  for  a  compromise 
and  would  settle  for  less.  "I  happen  to 
believe  the  Teamster  organization  by 
and  large  desired  to  be  responsive  to  the 
problem  of  inflation,"  he  said,  and  want- 
ed to  avoid  a  long  strike.  Even  the  limit- 
ed Teamster  strike  lasted  only  ten  days 
and  was  called  off  the  day  before  the 
union  was  to  start  paying  strike  benefits. 

The  Teamsters  bluffed  the  federal 
guideline  watchers  into  concessions,  he 
believes.  The  game  was  lost  when  the 


government  allowed  the  union  21  cents 
in  pay  raises  that  wouldn't  be  counted 
against  the  old  7%  guideline.  That  21 
cents  grew  into  61  cents  by  signing  time, 
excluding  the  extra  45  cents  at  the  con- 
tract's end  and  the  extra  living-cost  mon- 
ey sure  to  come. 

Better  if  the  government  had  just  "told 
us  what  to  pay  to  settle  this  thing  and 
then  I'd  talk  to  my  principals  and  see 
what  I  could  do,"  Counts  says. 

Unfortunately,  when  the  going  got 
tough,  the  inflation  fighters  gave  up.  The 
concessions  make  it  hard  for  other 
unions  to  take  the  Administration's 
guidelines  seriously. 

The  guideline  enforcers  have  tried  to 
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This  could  be  the  most  eyi  < 

ever  made  abou  I 


Russia's  royal  Romanovs  have  a 
pre-revolutionary  review  of  their 
troops 


Pittsburgh's  steel  furnaces  spark 
Americas  Industrial  Revolution 


Robber  barons  are  the  target  of 
trust  busters  and  political 
cartoonists 


Those  long  lines  at  failing  bantj 
were  a  common  sight  in  The 
Great  Depression 


Some  Call  It  Greed"  is  a  film  that  every 
American  should  see. 

It's  an  exciting,  eye-opening  52-minute 
documentary  on  the  development  of  America's 
power  and  wealth  in  the  twentieth  century. 

Produced  by  Forbes  Magazine  and  narrated 
by  Orson  Welles.  Lowell  Thomas  and  Robert 
MacNeil.  the  film  has  received  several  1978 
awards  for  excellence  from  international  film 
festivals  in  New  York.  Chicago  and  Greater 
Miami.  It  has  also  received  the  1978  CINE 
Golden  Eagle  and  the  George  Washington 
Honor  Medal  Award  of  the  Freedoms 
Foundation  at  Valley  Forge. 

Thisisacamera-witnessed  history  of  American 
Capitalism  from  Henry  Ford  and  the  first 
assembly  line  to  the  clash  of  power-wielders 
and  power-seekers.  It's  World  War  I  and  World 
War  II.  It's  robber-barons  and  militant  union 
organizers.  The  stunning  impact  on  the  world 
that  the  race  for  profit  spawned.  The  fabulous 
successes  of  our  free  enterprise  system,  with 
a  fair  appraisal  of  its  failures. 

Some  Call  It  Greed"  reaches  the  mind 
reachingfor  perspective.  Altogether  a  signif- 
icant learning  experience,  even  for  the 
knowledgeable,  the  film  has  inspired  com- 
ments such  as  these: 


'It  was  indeed  a  thought  provoking  and 
courageous  film  in  its  presentation  of  both  the 
good  and  bad  of  our  capitalistic  system." 

-DANIEL  L  YOUNG  VYDEC  INC 

"It  is  an  excellent  presentation  of  the  20th 
century  history  of  business  in  this  country." 

— R.  I  O'SHIELDS,  PRESIDENT,  PANHANDLE  EASTERN  PIPE  LINE  CO. 

". . .  recommend  that  we  make  the  film 
available  for  viewing  by  as  many  Junior 
Achievers  as  possible . . ." 

-G  J  TANKERLY  PRESIDENT  CON  SOLI  DATED  NATURAL  GAS  CO 

"My  four  daughters  all  have  college  degrees 
and  I  just  know  that  they  have  never  gleaned 
from  their  textbooks  the  basis  of  the  develop- 
ment of  this  country  as  we  saw  it  last  night.  I 
hope  some  day  they  have  the  opportunity  to 
see  this  movie  and  really  learn  how  this  countr 
got  moving." 

-ALBERT  J  TAMOUSH  CHAIRMAN  FRANK  B  HALL  &  CO  INC 

"'Some  Call  It  Greed"  is  a  penetrating  report 
of  this  great  nation  of  ours." 

-ROBERT  H  HUNT  PRESIDENT    CHICAGO  TRI BUNE 


opening  educational  nun 
Imerican  business. 


aster  in  every  kitchen 

casts  the  rise  of  The  Consumer 

ety 


The  cornerstone  of  our  allied 
victory  in  WWII  is  American 
production. 


One  catalyst  for  our  great  middle 
class  was  the  U  S.  labor 
movement. 


Working  wives  and  the  two-income 
household  beget  fast  foods  and 
the  disposable  society 
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"...a  very  effec- 
tive treatment  of 
the  incentive  motive 
of  society. 

-DR  A  LESLIE  LEONARD. 
PRESIDENT.  THE  COLLEGE  OF  INSURANCE 


"I  hope  our  high  school  and  college 
business  and  economics  majors  all  have 
the  opportunity  to  see  it" 

-CHARLES  E  HUWEN.  CHAIRMAN,  HUWEN  &  DAVIES.  INC 


Now  your  company,  school,  library  or 
other  civic  institution  can  see  Some  Call  It 
Greed, "  and  make  sure  it  is  seen  by  those  who 
will  become  the  leaders  of  tomorrow. 

For  more  information  on  how  you  can  rent 
this  16mm.  film  (or  %"  video  cassette)  for  $100, 
or  purchase  it  for  only  $500,  please  fill  in  and 
return  the  coupon.  It  could  be  the  most 
important  educational  investment  you've  ever 
made  for  yourself,  your  community,  or  your 
company. 


To: 

Some  Call  It  Greed" 
Forbes  Magazine 
60  Fifth  Avenue 
New  York,  N  Y. 
10011 


J 

Please  send  me  more 
obtain  this  film. 

information 

on  how  to 

Name 

Title 

1     Company  or  Organization 

|  Address 

I  City 

State 

Zip 

I  Telephone 

Faces 

Behind  The  Figures 


toughen  up  since  the  Teamsters'  break. 
But  privately  they  admit  they  won't  be 
able  to  hold  powerful  unions  near  7% 
unless  inflation  slows.  The  upcoming 
test:  the  electrical  unions'  bargaining 
against  General  Electric. 

Fast  bucks 

To  the  casual  observer,  the  teeth-rat- 
tling, window-shaking,  low-pitched 
scream  of  33  600-horsepower  racing  cars 
known  as  the  Indy  500  is  an  auto  race. 
But  to  racing-car  owners  like  Roger 
Penske  (pronounced  "PENCE-key"),  it's 
a  sales  promotion  event  that  makes  a 
costly  hobby  more  like  a  real  business. 

Penske,  42,  is  racing's  big  moneymak- 
er, and  with  a  race  car  costing  as  much  as 
$1,000,000  to  build  and  run,  that's  saying 
something.  In  an  especially  good  year,  a 
hot  car  can  win  $300,000  in  purses, 
about  half  of  which  goes  to  the  driver. 
The  owner  gets  the  other  $150,000,  but 
that  clearly  isn't  enough. 

The  key  to  racing  profits  is  not  prize 
money  alone  but  sponsors — companies 
who  peddle  their  products  and  services 
with  vivid  decals  on  the  cars  and  then 
build  further  on  a  winner  with  advertise- 
ments. A  main  sponsor  for  a  car  may  pay 
an  owner  like  Penske  $250,000  with  an- 
other $75,000  or  so  coming  from  two  to 
four  secondary  sponsors.  Says  one  of 
Penske's  rivals:  "He  markets  his  car  and 
sets  up  sponsorship  programs  more  effec- 
tively than  anyone  else." 

The  trick,  Penske  says,  is  to  "make 
sponsor  marketing  programs  work 
whether  we  win  or  iose." 

Penske,  like  his  sponsors,  Norton  Co. 
and  Gould  Inc.,  can  write  off  his  ex- 
penses against  his  $115  million-a-year 
Penske  Corp.,  the  transportation  busi- 
ness that  includes  truck  leasing,  auto- 
motive testing,  engine  design,  and  en- 
dorsements for  such  products  as  Sears, 
Roebuck  auto  accessories.  Of  course,  it 
does  help  to  win,  but  it's  not  necessary. 
Last  year  Penske's  number-one  driver, 
Tom  Sneva,  did  not  win  a  single  race. 
But  he  finished  most  of  them  (a  consider- 
able feat  in  auto  racing)  and  amassed 
enough  second-  and  third-place  points  to 
win  the  national  championship. 

Actually,  with  ABC  selling  advertising 
time  at  $115,000  a  minute  for  the  tele- 
cast of  the  Indy  race,  car  sponsorship 
may  be  a  big  bargain.  With  the  race  run- 
ning something  like  three  hours,  the 
home  folks  will  see  a  sponsor's  decals  on 
the  screen  for  a  lot  longer  than  a  com- 
mercial minute.  Says  Delbert  Fuller,  vice 


Roger  Penske  (inset)  and  the  Gould  Charge 
Winning  isnt  everything,  but  it  doesnt  hurt. 


president  of  communications  at  Gould 
Inc.,  "That's  worth  twice  as  much  in 
advertising  time." 

Boycott  cop 

"I'm  a  real  believer  in  government  regu- 
lation, if  it's  good,"  says  Vincent  Rocque, 
33,  whose  job  at  the  Commerce  Depart- 
ment is  catching  American  businessmen 
who  support  the  Arab  boycott  of  Israel — 
illegal  under  the  law  that  became  effec- 
tive last  year. 

No  firms  have  been  punished  yet,  but 
Rocque's  staff  is  investigating  about  70 
companies  for  possible  violations,  and  he 
says  he  expects  to  bring  charges  against 
some  offending  companies  within  three 
or  four  months.  Offenders  face  penalties 
ranging  from  minimum  fines  of  $10,000 
to  suspension  or  revocation  of  export 
privileges  and  even  jail. 

Rocque,  whose  title  is  assistant  direc- 
tor of  the  Commerce  Department's  Bu- 
reau of  Trade  Regulation,  calls  his  inves- 
tigations "sensitive"  and  won't  even 
hint  at  who  is  under  the  microscope.  He 
does  say  the  companies  "run  the  entire 
gamut  of  small  to  big,  represent  a  wide 
variety  of  businesses  and  are  located 
throughout  the  U.S." 

An  honors  graduate  of  Georgetown 
University  and  Columbia  Law  School, 
Rocque  specialized  in  administrative  law 
and  litigation  at  the  Washington  law 
firm  of  Hogan  &.  Hartson.  He  worked  at 
the  Consumer  Product  Safety  Commis- 
sion before  moving  to  Commerce  two 
years  ago  to  create  the  antiboycott  pro- 
gram. He  coauthored  the  agency's  imple- 
menting regulations,  which,  say  those 
familiar  with  bureaucratic  jargon,  are  un- 


usually clear  for  a  government  agency. 

There  are  three  types  of  boycotts, 
explains:  A  primary  boycott  would  t 
for  example,  an  Iraqi  boycott  of  Israel 
secondary  boycott  would  be  Iraq  telh 
American  companies  they  must  boycc 
Israel  if  they  want  Iraqi  business;  anc 
tertiary  boycott  would  be  an  Iraqi  c 
mand  that  American  companies  wishi 
to  do  business  with  Iraq  also  boycc 


Vincent  Rocque  of  the  Commerce  Departme) 
Regulation  is  fun? 
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What  makes  Bridgeport 
Textron's  kind  of  company? 


DIVIDENDS  PAID 

(Per  common  share) 


$1.60 


•  A  worldwide  reputation  in  metalworking  industries  built  over  40  years  by  the  world's  most 
successful  vertical  milling  machine -the  Bridgeport  Series  I  Miller. 

•  Aggressive  new  product  development,  incorporating  the  efficiencies  of  electronic  auto- 
mation. For  example,  low  cost  computerized  numerical  control  on  some  Bridgeport  Millers 
cuts  production  time  by  as  much  as  70  percent. 

•  A  new  combination  with  Adcock-Shipley  of  the  U.K.,  whose  compatible  products  and  mar- 
kets create  new  opportunities  for  effective  global  sales  and  service. 

These  strengths  make  Bridgeport  Machines  Textron's 
kind  of  company.  Together  with  the  basic  advantages  that 
Textron  Divisions  enjoy:  manageable  size. . .  recognized 
market  positions. . .  sound  technology . . .  experienced  man- 
agement..  .  solid  growth  records. 

We'd  want  to  invest  in  these  companies,  if  we  didn't  al- 
ready own  them.  Because  their  continuing  performance 
fuels  our  growth.  It  has  enabled  us  to  increase  our  divi- 
dends by  63  percent  in  the  last  six  years. 

For  more  information,  write  Textron  Inc.,  Providence, 
Rhode  Island  02903. 

1973  74  75  76  77  78 
*The  annual  dividend  rate  was  increased  to 
$1  80  effective  with  the  dividend  declared  in 
December  1978,  payable  April  1, 1979 


$  98 


Ideas  well  managed. 


TEXTRON 
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Behind  The  Figures 


other  firms  that  deal  with  Israel.  Primary 
boycotts  are  legal,  but  secondary  and  ter- 
tiary boycotts  are  not. 

"Fortunately,  those  who  predicted  a 
disastrous  trade  impact  [from  the  anti- 
boycott  bill]  have  been  proved  wrong," 
says  soft-spoken  Rocque.  Since  the  law 
went  on  the  books,  American  exports  to 
the  boycotting  Arab  nations  have  in- 
creased 16%  to  $8.36  billion,  including  a 
20%  increase  to  Saudi  Arabia.  But 
Rocque's  staff,  20  now  but  expected  to 
grow  to  38,  is  still  to  be  tested. 

"The  fun  of  regulation  is  that,  unlike 
most  government  jobs,  you  don't  have  to 
please  people,  just  satisfy  the  laws  laid 
down  by  Congress,"  says  Rocque.  But 
ask  him  again  in  a  year  or  so. 

Fox  coup 

"Revenge  is  for  suckers,"  says  Richard 
D.  Zanuck,  quoting  a  line  from  The  Sting, 
a  movie  he  coproduced.  He  ought  to 
know.  In  August  1980,  Zanuck  and  his 
partner,  David  Brown,  will  return  to  20th 
Century-Fox  Film  Corp.  as  independent 
producers  nearly  ten  years  after  they  got 
the  boot  as  executives.  "To  say  we  were 
unceremoniously  dismissed  is  an  under- 
statement," reminisces  Zanuck,  44. 
"When  I  got  into  my  car  to  leave  Fox  the 
day  I  was  fired,  a  painter  was  already 
painting  out  my  name  on  the  curb  in 
front  of  my  parking  place." 

Zanuck/Brown  Co.  will  come  home 


after  an  eight-year  exclusive  partnership 
with  MCA  Inc.'s  yniversal  Pictures. 
There  they  produced  such  blockbusters 
as  Jaws  and,  yes,  The  Sting  Not  that  there 
weren't  some  losers  too.  Anybody  re- 
member The  Girl  from  Petrovka  or  Black 
Windmill?  But  MCA  certainly  can't  com- 
plain. Add  The  Island  and  Jaws  3-Peop/e  0, 
two  movies  Zanuck  and  Brown  plan  to 
complete  during  the  remaining  13 
months  on  their  old  contract,  and  the 
worldwide  box  office  sales  for  all  their 
Universal  films  could  hit  $1  billion. 

The  terms  of  the  Fox  deal  haven't  been 
disclosed,  but  it's  "long  term" — probably 
three  years  or  more,  a  50-50  profit  split 
and  other  goodies.  It's  been  estimated 
that  the  upfront  money  alone  for  the  pair 
may  exceed  $1  million  a  year. 

The  Fox  affair  isn't  an  entirely  new 
romance  either.  Once  before  when  the 
Universal  contract  was  up  for  renewal 
they  were  approached  by  Fox  manage- 
ment to  jump  ship.  This  time  around  all 
but  one  of  the  major  studios,  including 
Universal,  had  their  chance  to  negotiate 
for  Zanuck/Brown's  services.  No  sneaky 
deals  behind  anyone's  back.  Also,  they 
could  have  gone  out  on  their  own  as 
independents,  seeking  financing  and  dis- 
tribution deals  for  each  picture.  "Frank- 
ly, we  like  to  have  a  home  base,"  says 
Brown,  62.  "Very  often  the  title  'inde- 
pendent producer'  is  a  euphemism  for 
either  a  failed  executive  or  a  man  with  a 
script  going  from  studio  to  studio  wait- 
ing in  some  outer  office." 

But  what  does  Fox,  a  company  rolling 
in  Star  Wars  money  and  now  shooting  its 
sure-winner  sequel,  need  these  guys  for? 
"They  simply  expect  us  to  do  what  we've 
been  doing  for  Universal — make  some 
good  movies,"  says  Zanuck.  They're  a 
pretty  good  insurance  policy  for  Fox, 
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Richard  Zanuck  (1.)  and  David  Brown:  phasing  out  of  MCA 
Home  is  where  the  best  deal  is. 


which  has  made  some  nonmovie  acqi  In 
sitions  with  its  cash  so  as  to  be  h|*': 
vulnerable  to  raiders. 

Will  they  try  to  run  the  studio  sor  • 
day  as  Zanuck's  renowned  dad,  Darryl 
once  did?  Not  a  chance.  Why  be  bj 
dened  with  stockholders  or  board  me 
ings  if  you  don't  have  to  be?  Says  Zi  h 
uck:  "We  just  want  to  make  pictures.' 
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Freedom  from  forms 
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Charles  S.  MacKenzie  of  Grove  City 
Thanks,  but  no  thanks.  Uncle  Sam. 
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Grove  City  College's  president,  Char 
S.  MacKenzie,  won't  fill  out  the  comp 
ance  forms  for  Title  DC  of  the  Educati 
Amendments  of  1972,  which  bans  d 
crimination  on  the  basis  of  sex.  The  rt 
son  he  won't  is  that  his  small  Pennsyb 
nia  liberal  arts  school  doesn't  take  a 
government  money,  so  he  doesn't  thi: 
he  has  to  do  the  paperwork,  even  thou 
the  school  complies  with  the  substan 
of  the  law  voluntarily. 

HEW  Secretary  Joseph  A.  Califa; 
doesn't  like  that,  but  he  can't  get  back 
the  school  by  withholding  federal  fun« 
so  instead  he  is  trying  to  withhold  mc 
ey  from  students — G.I.  Bill  checks,  gc 
ernment-backed  student  loans  and  schi 
arships.  The  matter  is  now  before  a  k 
eral  district  court,  and  MacKenzie  sd 
he's-willing  to  take  it  all  the  way  up 
the  U.S.  Supreme  Court  if  necessary. 

"The  fact  is,"  says  the  54-year-c 
Ph.D.  from  Princeton  Theological  Sen 
nary,  "that  we  have  about  2,200  si 
dents,  about  half  of  them  women."  Th 
he  figures,  is  equal  opportunity  enoug] 

Grove  City  is  something  of  a  que 
duck  among  colleges.  Located  in  the  cc 
country  60  miles  north  of  Pittsburgh, 
is  fully  accredited — and  has  a  20-to-l  si 
dent-to-faculty  ratio,  pays  faculty  mei 
bers  higher-than-average  salaries,  ai 
carries  no  debt.  Most  administrators,  i 
eluding  MacKenzie,  teach  one  or  mc  *" 
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urses.  "I'm  convinced  there's  a  lot  of 
iste  in  most  colleges,"  says  MacKen- 
"Unlike  a  lot  of  schools,  all  our  facul- 
members  carry  a  full  teaching  load." 
any  of  those  other  schools,  of  course, 
ve  faculty  members  working  on  re- 
irch  instead  of  teaching  full  time.  But 
ose  research  projects  are  govemment- 
nded,  which  is  one  reason  Grove  City 
esn't  have  them. 

[f  MacKenzie  and  Grove  City  win  the 
se  against  HEW,  the  students  will  get 
sir  funds  and  that  will  be  that.  But  in  a 
se  involving  Bob  Jones  University 
reenville,  S.C.),  a  federal  district  court 
s  ruled  that  since  the  school  enrolled 
idents  with  G.I.  Bill  funding,  it  was 
:eiving  federal  funds,  and  therefore  had 
sign  compliance  forms  required  under 
tie  VI  of  the  Civil  Rights  Act,  which 
is  at  issue  in  that  1974  case. 
i  the  school  and  the  students  lose  the 
>e,  MacKenzie  hopes  to  be  able  to 
:her  a  loan  fund  to  give  students  a  pool 
im  which  to  draw.  Clearly,  MacKenzie 
s  his  own  views  of  what  academic 
edom  ought  to  be. 


^osing  ideological  steam 

specter  is  haunting  Russia,  the  specter 
a  controlled  economy  going  to  pot. 
'It  just  isn"t  functioning  well  now," 
rs  Abram  Bergson,  Harvard  University 
momist  and  director  of  its  Russian 
search  Center.  "The  Soviet  economy 
s  lately  been  growing  at  only  4%  or  so 
around  6%  during  the  1950s  and 
50s];  my  feeling  is  there  will  be  more 


am  Bergson  of  Harvard  University 
Marx,  where  is  thy  sting? 


of  a  slowdown  in  the  1980s." 

Bergson's  prediction  is  based  on  factor 
productivity,  which  relates  changes  in 
GNP  to  changes  in  a  country's  capital  and 
manpower.  Bergson  figures  Russian  factor 
productivity  growth  peaked  at  around  2% 
a  year  in  the  late  1950s,  and  fell  to  an 
annual  average  of  0. 1  %  during  the  govern- 
ment's 1 970-75  plan.  The  disastrous  grain 
harvests  of  1972  and  1975  explain  much  of 
that  low  growth.  But  Bergson  says  there  is 
virtually  no  way  the  U.S.S.R.  can  regain  its 
2%-a-year  growth  rates:  "I  think  1%  an- 
nual factor  productivity  growth  is  the 
most  they'll  be  able  toattain."  At  that  rate, 
he  says,  Soviet  GNP  will  grow  at  around 
3.5%  a  year  during  the  1980- 1985  plan  and 
at  3%  during  the  rest  of  the  decade. 

"In  the  U.S.,  3%  growth  is  quite 
okay,"  says  Bergson,  65,  in  his  book- 
littered  office.  "But  in  the  Soviet  Union, 
consumption  is  only  35%  or  40%  of 
what  it  is  here,  and  3%  growth  entails  a 
considerable  loss  of  ideological  steam." 

How  did  the  mighty  Soviet  economic 
machine  arrive  at  this  pass?  Since  Stalin, 
the  Politburo  has  financed  growth  by 
squeezing  surplus  value — what  we  call 
profits — from  a  growing  labor  force.  But 
workers  are  getting  scarce,  and  Bergson 
figures  labor  force  growth  will  drop  from 
1.5%  a  year  to  1%  or  less  through  the 
1980s.  In  other  words,  the  number  of 
workers  that  the  State  can  "exploit"  is 
growing  more  slowly. 

Things  could  turn  even  worse.  Last 
March  the  CIA  predicted  the  Soviet 
Union,  traditionally  an  oil  exporter,  will 
have  an  oil  shortage  by  1985.  "If  the  CIA 
is  anywhere  near  right,"  says  Bergson, 
"then  Russia's  factor  productivity 
growth  could  be  closer  to  zero  percent 
than  my  1%."  In  that  case,  he  thinks 
GNP  will  grow  at  just  2%  in  the  late 
1980s,  with  Russia's  already  grumbling 
consumers  actually  losing  ground. 

None  of  this  is  good  news  for  America. 
There  is  no  telling  what  military  adven- 
tures an  economically  weak  Soviet 
Union  might  undertake.  Hence,  in  part, 
the  Administration  decision  last  year  to 
allow  Dresser  Industries  to  sell  Russia  a 
$150  million  plant  to  produce  drill  bits. 
Two  other  U.S.  firms — Struthers  Wells 
and  Texas  International — are  providing 
the  U.S.S.R.  with  oil  hardware.  "I  don't 
think,"  says  Bergson,  "that  anyone  real- 
izes just  how  important  that  oil  technol- 
ogy is  to  them." 


Where  are  they  now? 

Sitting  in  his  air-conditioned,  custom- 
built  Baymaster  houseboat,  munching  on 
peanut  butter  candy  as  he  cruises  the 
waterways  near  his  new  Ft.  Lauderdale 
home,  the  founder  and  chief  executive 
officer  of  Wendy's  International,  R.  (for 
Rex)  David  Thomas  doesn't  look  like  a 
man  who  lost  $40  million  last  year.  True, 
the  loss  was  on  paper — Wendy's  stock 


Wendy's  International  CEO  Dave  Thomas 


Can  breakfast  bolster  his  business? 

dropped  from  just  under  $40  per  share  to 
$20  in  four  months  last  fall.  And  true, 
Thomas  still  has  his  2  million  shares, 
worth  about  $34  million  right  now. 

For  Thomas,  an  orphan  who  started 
his  business  career  behind  a  counter  at 
age  12,  the  success  that  brought  Wendy's 
into  third  place  among  hamburger  chains 
(with  1978  revenues  of  $196  million)  is 
still  a  marvel:  "Look,  everything  is  beau- 
tiful," sdys  the  fleshy  47-year-old  defen- 
sively, "I'm  bullish  on  the  business.  The 
company  has  never  been  better." 

Others  aren't  so  sure.  Rising  beef 
prices  forced  Wendy's  to  raise  its  average 
prices  almost  16%  last  year,  which 
caused  customer  traffic  td  drop  13%  in 
the  fourth  quarter  of  1978.  Franchisees 
who  hoped  the  public  would  digest  the 
increases  were  disappointed.  Traffic  was 
down  17%  in  the  first  quarter  of  1979. 

Wendy's  is  not  the  only  chain  to  get 
socked  by  the  doubling  of  hamburger 
prices  in  the  last  two  years.  McDohald's 
raised  its  prices  an  average  of  12%  last 
year,  but  saw  customer  traffic  drop  only 
6%  in  the  first  quarter  of  1979.  Wendy's 
problem  used  to  be  its  virtue:  a  limited 
menu,  hamburgers  and  chili.  That  cut 
costs  and  gave  Wendy's  the  largest  profit 
margin  in  the  industry  in  the  good  days. 
But  Wendy's  quarter-pound  hamburgers 
now  sell  for  about  95  cents  each,  compared 
to  McDonald's  at  85  cents.  With  longer 
menus,  other  chains  could  spread  the 
increased  meat  cost  among  more  items. 

Thomas  tends  to  brush  off  questions 
like  so  many  Florida  flies:  "We  had  can- 
cer scares,  kids  spreading  the  rumor  we 
used  red  worms  in  our  meat,  a  lot  of  talk 
about  junk  food.  Wendy's  is  quality,"  he 
maintains  while  pressing  a  cup  of 
Wendy's  chili  on  his  visitors. 

Thomas  has  been  unswerving  in  his 
devotion  to  the  limited  menu,  but  lately, 
there's  been  talk  of  adding  a  breakfast 
menu.  Thomas  is  uncomfortable  with  the 
change,  but  may  have  to  swallow  it.| 
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The  facts  about 
Keene's  14th 

record-breaking  quarter 
are  on  hand. 


EPS 

1st  Quarter  1979 


Good  news!  Our  1st  quarter 
79  earnings  were  a  record 
77<t  a  share,  up  33%  over  the 
record  first  quarter  earnings  of 
last  year.  Even  better  —  this  is 
the  fourteenth  time  in  a  row 
that  record  quarterly  earnings 
have  surpassed  the  earnings 
of  the  corresponding  quartera 
year  earlier.  Net  income  was 
also  a  record,  up  26%  over  first 
quarter  '78,  to  $2.5  million. 

Keene's  5 -year  EPS  growth  rate  is 
four  times  the  U.S.  Corporate  average. 

Between  1973  and  1978, 
Keene's  compounded  growth 
rate  was  30%  for  EPS.  That 
compares  to  7.5%  EPS  for  the 
S&.P  400  industrials.  Send  for 
our  Annual  Report  and  learn 
more  about  what  we've 
achieved,  and  what  we  plan 
for  key  products  like  bearings, 
lighting,  filtration  and  lami- 
nates. We'll  also  send  you  the 
facts  about  our  record  1st 
quarter. 
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What  devaluation 
didn't  do 


unfortunate,  but  true:  A  strength- 
ig  dollar  and  a  declining  rate  of  infla- 

probably  mean  a  squeeze  on  corpo- 
profits.  A  stronger  dollar  lessens  the 

of  Japanese  TV  sets,  which  then 
>me  more  competitive.  A  lower  rate 
lflation  makes  it  harder  for  business- 
i  to  raise  prices.  The  two  factors 
bine  to  make  at  least  a  moderate 
its  squeeze  inevitable, 
xmomists  have  come  to  realize  that 
year's  devaluation  of  the  dollar  and 

stepped-up  rate  of  inflation  were 
ely  connected.  Devaluation  of  the 
ar  was  supposed  to  solve  the  U.S. 
nee  of  payments  problems,-  it  didn't 
o.  But  what  it  did  do  was  to  make 
nese  cars  and  TVs  and  German  beer 

machinery  so  expensive  that  U.S. 
lufacturers  of  competing  cars  and 

and  beer  and  machinery  could  raise 


their  prices,  too.  This  fattened  profit 
margins.  It  also  accelerated  rising  prices. 
Thus,  although  the  dollar  lost  13% 
against  six  leading  currencies  from  late 
1977  to  late  1978,  our  wholesale  prices 
fell  only  4.5%  in  the  world  market. 

That  the  dollar  has  strengthened 
makes  us  all  feel  better.  Since  late  Octo- 
ber it  has  gained  19%  against  the  yen  (to 
214  to  a  dollar)  and  10%  against  the 
German  mark  (to  1.9).  It  has  gained 
correspondingly  against  other  curren- 
cies. This  is  good  news  for  consumers: 
Japanese  autos  and  Italian  shoes  and  Ger- 
man typewriters  should  cease  rising  in 
price  and  could  come  down  (but  not 
much,  because  the  foreign  importers 
may  want  to  fatten  their  own  squeezed 
margins).  This  is  bad  news  for  U.S.  mak- 
ers of  cars,  typewriters  and  shoes  be- 
cause they  will  no  longer  be  able  to  raise 


prices  in  the  wake  of  rising  prices  of  the 
foreign  goods.  General  Motors,  for  exam- 
ple, followed  the  upward  prices  of  Dat- 
suns  and  Toyotas  by  adding  1 1  %  to  the 
price  of  a  Chevette  from  the  start  of  the 
1978  model  year  to  its  end.  If  they  try 
that  again  this  year,  they  may  find  Toyo- 
tas cheaper  than  Chevettes. 

When  businessmen  tell  you  that  their 
prices  are  rising  "because  of  inflation," 
remind  them  that  inflation  never  made 
anything  go  up.  Inflation  is  just  a  word  to 
describe  rising  prices.  What  makes 
prices  (and  wages  and  taxes)  go  up  is  that 
somebody  can  get  away  with  raising 
them.  Devaluation  of  the  dollar  has  the 
perverse  effect  of  making  it  easier  to 
raise  prices  (and  wages)  here.  Thus  it 
"causes"  inflation.  By  the  same  token  a 
stronger  dollar  makes  it  harder  to  raise 
domestic  prices  and  "reduces"  inflation. 

All  this  has  sent  the  economists  back 
to  their  drawing  boards.  Originally  they 
looked  at  the  effect  of  devaluation  only 
on  imported  goods  and  figured  that  it 
would  add  from  xh°/o  to  1%  to  the  infla- 
tion rate.  They  didn't  allow  for  what 
higher  foreign  prices  would  do  to  domes- 
tic prices.  Now  they  are  conceding  that 
the  devalued  dollar  may  have  been  re- 
sponsible for  as  much  as  2%  of  the  infla- 
tion rate. 

The  reciprocal  of  this  is  that  the  stron- 
ger dollar  will  help  bring  the  inflation 
rate  down,  not  only  by  making  imported 
goods  a  trifle  cheaper  but,  perhaps  more 
importantly,  by  making  it  tougher  for 
U.S.  companies  to  raise  domestic  prices. 

Net  corporate  income  after  taxes  was 
at  an  annual  rate  of  $131  billion  in  the 
fourth  quarter  of  1978  and  rose  a  bit 
more  to  an  annual  rate  of  $138  billion  in 
the  first  quarter  of  1979.  Last  year's  gain 
was  more  than  25% .  This  year's  gain  will 
be  a  good  deal  less  in  spite  of  a  good 
start — if  for  no  other  reason  than  it  will 
be  much  tougher  to  raise  prices  this 
year — and  not  just  because  the  White 
House  has  asked  businessmen  not  to  and 
not  just  because  the  economy  is  slowing. 

There's  this  compensation:  With  a 
lower  rate  of  inflation,  profits  will  be 
more  real  and  the  equity  markets  may  be 
inclined  to  assign  a  higher  multiple  to 
them.  But  if  you  are  running  your  busi- 
ness or  your  investment  program  on  a 
rosy  set  of  earnings  projections,  it  might 
pay  you  to  take  a  second  look.  ■ 


Missing  the  boat? 


Devaluation  of  the  dollar  should  have  made  U.S.  goods  cheaper  in  world 
markets.  It  did.  Barely.  Businessmen  took  advantage  of  the  cushion 
formed  by  higher  dollar-equivalent  prices  of  German,  Japanese  and  other 
foreign  goods  to  raise  their  own  prices.  The  consequence:  a  lost  opportu- 
nity to  pick  up  greater  share  of  world  markets.  The  move  bred  greater 
inflation  here  and  much  greater  corporate  earnings. 

  Third  quarter  of  1977  =  100  


80 


1              1              1              !              1  1 

^     '  — _                       World  unit  wholesale  orice 

*     >  ^           of  U.S.  goods 
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Source:  International  Financial  Statistics 
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Capital  Markets 
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The  interest-rate  futures  market  is  definite- 
ly not  for  pikers,  despite  the  seemingly 
small  margins  involved. 

BETTING  ON 
THE  FUTURES 


By  Ben  Weberman 


In  the  subtle  and 
only  slightly  bewil- 
dering world  of  the 
interest-rate  futures 
markets,  a  relatively 
small  amount  of 
cash  buys  an  ex- 
J  traordinary  amount 
of  action.  For  just 
$1,250  you  can  com- 
mand a  contract  to 
buy  or  sell  $  100,000  worth  of  Treasury 
bonds.  For  $1,000  you  can  get  a  con- 
tract to  buy  $  100,000  worth  of  GNMA 
mortgage  pool  securities.  A  contract 
to  buy  or  sell  $1  million  of  90-day 
Treasury  bills  can  be  had  for  $800. 

Before  leaping  in,  however,  consid- 
er: A  change  of  just  V32  in  the  price  of 
a  Treasury  bond  or  GNMA  contract 
means  $31.25  per  $100,000  in  face 
amount.  A  change  of  one  basis  point 
(0.01%)  in  yield  works  out  to  $85  per 
contract.  All  of  which  means  that,  for 
example,  anyone  who  laid  down 
$1,000  on  a  GNMA  mortgage  pool 
play  would  either  be  wiped  out  or  see 
his  money  double  on  a  change  in  in- 
terest rates  of  just  Vs%. 

It's  no  surprise  that  until  now  the 
interest-rate  futures  markets  have 
been  used  mostly  by  professionals — 
dealers,  corporations,  mortgage  lend- 
ers and  banks — to  hedge  their  own 
risks.  A  hedge  involves  a  futures 
transaction  which  offsets  as  closely  as 
possible  price  changes  in  securities 
owned.  But  given  the  action  avail- 
able— especially  right  now,  when,  I 
believe,  interest  rates  are  at  or  very 
near  a  turning  point — the  interest- 
rate  futures  market  wilLsoon  turn  into 
a  favored  playground  of  swingers. 

The  principles  that  fundamentally 
guide  buying  and  selling  decisions  in 
this  market  only  seem  perverse.  A 
mere   moment  of  quiet  reflection 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


makes  them  obvious,  to  wit: 

•  Anticipating  a  rise  in  interest 
rates  calls  for  the  sale  of  a  futures 
contract.  You  would,  in  effect,  be 
"short"  a  contract  and  would  profit 
from  declining  prices  as  yields  go  up. 

•  Anticipating  a  decline  in  yields, 
therefore,  calls  for  the  purchase  of  a 
futures  contract.  You  would  profit 
from  rising  prices  as  yields  decline. 

So  far,  so  good.  But  the  game  gets 
trickier,  and  infinitely  more  interest- 
ing, when  you  start  messing  with  yield 
curves,  the  lines  tracking  differences 
in  yields  among  debt  instruments  of 
varying  maturities.  If,  for  example,  you 
think  the  yield  curve  will  become  flat- 
ter as  differences  in  interest  rates  be- 
tween short-term  and  long-term  matu- 
rities get  narrower,  you  could  arrange  a 
"spread"  by  selling  the  front,  or  nearer- 
term  contract  and  buying  the  back,  or 
longer-term,  contract. 

If  you  think,  as  I  do,  that  the  yield 
curve  will  change  from  its  current  ab- 
normally flat  pattern — with  a  slight 
hump  in  the  one-year-maturity 
range — to  one  that  rises  from  the 
shortest  maturities  to  the  longest, 
then  arrange  a  spread  by  buying  the 
nearby  contracts  and  selling  the  long- 
er contracts. 

Small  as  the  margins  are,  it's  not  a 
game  for  pikers.  Unlike  a  stock  play 
on  margin,  where  the  cash  going  in 
represents  a  down  payment  for  some- 
thing already  purchased,  a  cash  mar- 
gin in  the  interest-rate  futures  market 
represents  a  good  faith  deposit  toward 
fulfillment  of  a  contract  some  time  in 
the  future.  You  have  won  nothing 
except  the  right  to  buy  or  sell  a  block 
of  the  standardized-by-specification 
fixed-income  securities. 

At  the  moment,  the  interest-rate 
futures  markets  are  still  trying  to  di- 
gest the  implications  of  two  develop- 
ments in  the  long-term  debt  segment 
of  the  market.  One  was  the  increase 
in  the  ceiling  on  Federal  Housing  Ad- 
ministration mortgages  from  9'/2%  to 
10% .  This  meant  that  issuers  of  mort- 


gages would  be  able  to  create  pools 
from  the  Government  National  Mort- 
gage Association  carrying  a  U.S.  gov- 
ernment-guaranteed 9  '/2%  coupon,  up 
from  the  previous  9%  ceiling. 

The  other  change  involved  the 
Treasury's  refunding  of  bonds  matur- 
ing on  May  15  with  two  new  issues, 
one  of  which  is  a  long-term  bond  with 
a  coupon  of  9'/s%.  It  comes  due  in 
2009  and  is  callable  after  2004.  This 
represents  a  sizable  jump  over  the  pre- 
vious high  coupon  of  8%  on  a  long- 
term  Treasury. 

The  higher  GNMA  pool  coupon 
that  resulted  from  the  HUD  mortgage 
rate  decision  and  the  higher  coupon 
on  the  Treasury  bond  that  is  a  conse- 
quence of  market  trends  in  general 
have  the  same  result — they  reduce 
prices  on  outstanding  futures  con- 
tracts. The  June  1979  GNMA  collater- 
alized delivery  receipt  contract  traded 
on  the  Chicago  Board  of  Trade  fell 
from  8  724/32  on  April  19  to  8519/32  on 
May  3.  Over  the  two-week  period,  the 
price  plummeted  69/32.  With  each 
change  of  V32  worth  $31.25,  the  aggre- 
gate loss  in  value  was  $2,156.25. 

Anyone  running  a  short  position 
would  have  made  a  handsome  return 
on  a  cash  deposit  of  about  $1,000  or  a 
little  more  than  may  be  required.  The 
short  position  could  be  covered  at 
much  lower  cost.  The  decline  in  Trea- 
sury bond  prices  was  roughly  the 
same.  These  dramatic  moves  illus- 
trate the  great  rewards — and  the 
risks — in  futures.  Premature  purchase 
of  a  long  position  could  have  been 
very  costly  to  anyone  who  had  not 
placed  stop-loss  orders. 

When  the  notion  gets  to  be  wide- 
spread that  the  economy  has  in  fact 
peaked  and  is  heading  down,  a  rush 
into  long-term  investments  by  portfo- 
lio managers  with  billions  of  dollars  of 
cash  can  be  expected.  When  they 
show  up,  the  resulting  price  advances 
in  the  futures  market  should  generate 
huge  profits  for  those  fortunate 
enough  to  have  timed  it  right. 

But  remember,  the  cash  deposit  on 
a  contract  to  buy  or  sell  fixed-income 
securities  at  some  specified  time  in 
the  future  is  quite  small  in  relation  to 
the  par  value  of  the  agreement.  That 
means  that  even  though  your  assump- 
tion about  the  trend  may  be  correct  in 
the  long  run,  you  could  well  have  sub- 
stantial interim  losses  involving  post- 
ing of  relatively  big  maintenance  mar- 
gin sums.  Wait  for  the  turn,  and  be 
prepared  to  watch  the  market  closely 
(or  have  stop-loss  orders)  and  you  can 
do  well.  ■ 
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You  dorft  think  coal  is  part  of  our  business? 


Peoples  Gas  sells  6  million  tons  a  year. 

A  year  ago  we  weren't  even  in  the  coal  business.  Today, 
through  our  Industrial  Fuels  subsidiary,  we  sell  coal 
produced  by  our  own  mines  and  other  suppliers  to  140 
industrial  and  utility  customers.  These  operations  cover  19 
states  and  the  District  of  Columbia. 

In  addition  to  electric  utilities,  the  company's  major 
customers  include  large- volume  steel,  cement,  automobile, 
and  other  industrial  manufacturers. 

The  acquisition  of  Industrial  Fuels  Corporation  is 
another  example  of  the  growth  of  Peoples  Gas  as  a 
diversified  energy  company.  And  this  versatility  enables  us 
to  better  serve  our  customers,  and  our  investors. 

Peoples  Gas  Company 

Managing  energy  is  our  business:  Natural  Gas  •  Oil  •  Coal 

Exploration  •  Production  -  Transmission  •  Storage  •  Distribution  •  Mining  •  Marketing 


Stock  Comment 


MONEY  &  INVESTMENTS 


Since  we  haven't  discovered  the  recipe' for 
perpetual  prosperity,  five  years  is  stretching 
expansionary  longevity  pretty  far 

UNEASY 
BALANCE 


By  Heinz  H.  Biel 


Although  several 
stock  groups  have 
been  doing  quite 
well  lately,  the  gen- 
eral market  is  not 
getting  anywhere.  A 
lot  of  churning 
seems  to  be  going 
on  and  I  believe  that 
the  "quality"  of  sell- 
ing is  better  than 
the  quality  of  buying. 

I  find  it  disconcerting  that  so  many 
stocks  are  unresponsive  to  news  that 
could  not  be  better:  spectacularly  good 
earnings,  liberal  dividend  increases 
and  even  stock  splits.  "What  else  do 
you  want  us  to  do  to  satisfy  you  Wall 
Streeters?"  is  a  question  asked  fre- 
quently by  corporate  executives,  who 
are  exasperated  with  the  way  their 
stock  is  treated  in  the  marketplace. 

There  are  reasons,  although  I'm  not 
sure  how  good  they  are,  why  we  don't 
have  a  rip-roaring  bull  market  as  hun- 
dreds of  corporations  report  profit 
gains  of  a  magnitude  that  surpasses 
even  the  fondest  dreams.  Concern 
over  inflation  is  a  major  factor,  to  be 
sure,  but  the  calendar  may  now  be 
even  more  important.  We  are  now  in 
the  fifth  year  of  the  expansionary 
phase  that  followed  the  recession  of 
1974.  That  is  stretching  longevity 
pretty  far  as  busmess  cycles  go,  par- 
ticularly since  I  don't  think  that  we 
have  discovered  the  recipe  for  perpet- 
ual prosperity. 

For  well  over  a  year  economists 
have  been  prematurely  predicting  an 
oncoming  recession.  They  will  be 
right  eventually.  I  see  some  symp- 
toms that  make  me  suspect  we  are 
getting  closer  to  that  point.  While  in- 
vestment-grade stocks  are  doing  very 
little,  a  veritable  boom  is  going  on  in 
the  more  speculative  stocks  traded  on 

Heinz  II  Biel  is  a  rice  president  of  tlx  .VKSE 
Jinn  ofjanney  Mont^omeiy  Scott 


the  American  Stock  Exchange  and  in 
the  over-the-counter  market.  Past  ex- 
perience tells  me  to  take  this  as  a 
warning  signal. 

I  also  have  a  squeamish  feeling 
whenever  the  price  of  copper  begins 
to  soar.  I  am  certainly  not  an  expert 
on  commodities,  but  it  has  been  my 
experience  that  the  best  time  to  sell 
the  coppers  is  when  the  profit  outlook 
is  especially  rosy.  The  stock  market 
prefers  anticipation  to  fulfillment. 
Just  look  at  Boeing,  which  has  been 
acting  poorly  ever  since  it  became  ob- 
vious that  even  the  highest  expecta- 
tions had  been  too  modest. 

What  I  am  saying  is  that  I  have 
misgivings  about  the  market  outlook, 
and  feel  that  a  greater  degree  of  in- 
vestment caution  may  be  appropriate. 
Yet,  how  bearish  should  one  be  with 
most  good  stocks  already  being  priced 
so  conservatively:  It  is  very  apparent 
that  many  investors  share  my  appre- 
hension and  have  been  acting  accord- 
ingly. In  other  words,  so  much  has 
been  discounted  already  that  the  price 
risk  is  not  very  serious,  unless  all  hell 
should  break  loose. 

In  going  over  clients'  portfolios  to 
determine  whether  holdings  should 
be  trimmed,  where  and  by  how  much, 
I  find  that  a  10%  or  15%  decline 
would  make  nearly  all  their  stocks  ' 
decidedly  attractive  purchases.  Try  it 
on  your  own  stocks;  you  are  likely  to 
get  the  same  result.  Just  lop  off  30  or 
SO  points  from  IBM,  and  it  looks  irre- 
sistibly appealing. 

Since  so  much  of  the  downside  po- 
tential appears  to  have  been  discount- 
ed already,  there  is  no  need  for  drastic 
portfolio  slashing,  especially  where 
capital  gains  taxes  have  to  be  consid- 
ered. In  most  instances  a  little  weed- 
ing will  do,  and  positions  that  have 
become  relatively  too  large  as  a  result 
of  appreciation  should  be  trimmed, 
even  if  it  involves  a  favored  stock. 
Mobil,  for  instance. 

The  takeover  attempt  of  McGraw- 
Hill  by  American  Express  was  expen- 


sive for  both  companies.  And  so  was 
Mead  Corp.'s  defense  against  Occi- 
dental Petroleum.  Such  battles  are  a 
bonanza  for  lawyers,  a  tremendous 
burden  on  management  and  very  con- 
fusing for  the  shareholders.  It  is  high 
time  that  clear  rules  for  acquisitions 
and  takeovers  be  laid  down  by  federal 
laws,  superseding  a  multitude  of  state 
laws  that  in  some  instances  may  be 
parochial  rather  than  fair. 

I  sympathize  with  small  or  medi- 
um-size companies  that  are  threat- 
ened to  be  swallowed  by  a  giant,  but 
my  heart  does  not  bleed  when  a  giant 
like  Woolworth  is  threatened.  If  Bras- 
can  Ltd.  feels  so  terribly  uncomfort- 
able sitting  on  a  pile  of  money  (re- 
ceived for  the  not  quite  voluntary  sale 
of  its  Brazilian  utility  properties!  that 
it  is  willing  to  pay  $35  for  a  share  of 
Woolworth,  it  may  be  appropriate  for 
the  Brascan  stockholder  to  holler.  I 
don't  think,  however,  that  the  Wool- 
worth  shareholder  should  be  "protect- 
ed" by  the  courts.  The  Brascan  people 
do  not  have  experience  in  running  a 
$6  billion  (sales)  retail  business,  but 
talent  can  be  hired  and  the  manage- 
ment of  Woolworth  has  not  been  a 
shining  example  of  brilliance  over  the 
years.  As  the  stock  sold  below  20  as 
recently  as  two  months  ago,  I'd  be 
delighted  to  hand  the  company  over 
on  a  silver  platter  and  let  the  Canadi- 
ans try  to  earn  a  fair  return  on  their 
investment.  By  the  way,  Brascan  it- 
self is  fighting  off  a  takeover  effort  by 
the  Bronfman  interests. 

The  daily  iist  of  new  lows  is  studded 
with  electric  utilities,  and  the  SixP 
utility  stock  average  is  at  its  1979  low. 
To  some  extent  this  is  a  reflection  of 
the  continuing  rise  in  bond  yields,  but 
the  near-disaster  at  Metropolitan 
Edison's  nuclear  power  plant  was  and 
remains  a  strongly  negative  factor. 
The  parent  company's  dividend  cut 
(from  45  cents  to  25  cents)  was  inevi- 
table, but  it  could  have  been  and  may 
still  get  worse.  Until  we  know  who  is 
going  to  pay  for  the  additional  costs — 
the  consumer,  the  stockholders  or  the 
taxpayer — a  definite  answer  is  not 
possible. 

I  doubt  that  many  other  utility  divi- 
dends are  in  jeopardy  and  see  no  rea- 
son for  undue  concern.  However,  se- 
lectivity is  more  important  than  ever. 
Prospective  investors  should  view 
above-average  dividend  yields  with 
suspicion  and  give  preference  to  those 
companies  with  relatively  low  divi- 
dend payouts  so  that  there  is  room 
for  more  than  just  token  dividend 
increases.  ■ 
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Increased 

Quarterly 

Dividend 

77Vitf  per 
Common  Share 

(Formerly  70<T  per  share) 
Payable:  June  15,  1979 
Record:  May  18, 1979 
Declared:  April  25,  1979 

Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

PIPE  LINE  COMPANY 
Cyril  J.  Smith,  Secretary 
P.O.  Box  1642 
Houston,  Texas  77001 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared 
a  quarterly  stock  dividend  of  45(  per 
share  on  the  outstanding  Common 
Stock,  payable  on  June  1.  1979  to 
stockholders  of  record  on  May  10. 
1979  The  transfer  books  will  not 
close. 

April  26.  1979 

RAMSEY  E.  JOSLIN, 
Vice  President-Financial 
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DIVISIOMS  U  S  INDUSTRIAL  CHEMICALS  CO 

NATIONAL  DISTILLERS  PRODUCTS  CO 

ALMADEN  VINEYARDS.  INC. 

METALS  DIVISION 

SEACON  MANUFACTURING  COMPANV 

INOIANA  GROUP.  INC. 


"  Showers  of  Diamonds" " 
Fountains  by  RAIN  JET® 
Extremely  beautiful  prismatic 
Fountain  Assemblies  in  bowls 
up  to  8  ft.  with  lights,  or  Foun- 
tain Heads  only.  Patented, 
energy-saving  design  —  water 
recirculates.  Write  or  phone 
for  Full-Color  Literature. 

Dealer  Inquiries  Invited. 

RAIN  JET  CORP..  Dept.  FS 

301  S  Flower  St  ,  Burbanh.  CA  91503 

Toll-free  800  423-2379 
Calif.:  213-849  2251  Coll. 


By  John  Train 


I\     THIS  COUNTRY, 

family  money  is  of- 
ten transmitted 
through  trusts. 
These  trusts  are 
usually  managed  by 
banks  or  law  firms. 
A  remote  and  mac- 
cessible  trust  com- 
pany writes  metal- 
lie  letters,  often 
largely  prepared  by  computer,  to  the 
beneficiaries 

Under  these  circumstances,  the  in- 
dividual beneficiaries  tend  to  lose 
their  sense  of  identification  with  the 
property  in  the  trust  and  have  little 
feeling  for  the  underlying  reality. 

Families  that  should  be  drawn  to- 
gether by  their  common  ownership  of 
the  fruits  of  the  older  generations'  la- 
bors and  by  their  shared  duty  to  trans- 
mit this  patrimony  to  their  successors 
are  displaced  by  inaccessible  special- 
ists. After  a  while  they  lose  contact 
with  their  ancestors'  life  work,  their 
sacrifices  and  savings.  The  trust  is 
nothing  more  or  less  to  them  than  a 
monthly  check.  One  could  even  say 
that  this  estrangement  from  family 
property  renders  it  abstract  and  im- 
personal in  a  way  that  makes  it  easier 
for  the  government  to  take  it  away  in 
the  end.  You  defend  your  house  or 
farm  more  vigorously  than  your  re- 
mainder interest  in  a  trust  you  know 
almost  nothing  about. 

I'm  not  talking  about  direct  manage- 
ment of  a  family  trust  portfolio,  only  ol 
supervision.  Younger  members  of  a 
family  should  almost  never  manage 
the  family  assets:  They  should  under- 
stand and  comment.  (It's  usually  par- 
ticularly disastrous  to  confide  family 
money,  after  the  father  dies,  to  an 
energetic  son-in-law.  In  a  spirit  of  n- 

John  'Irani  is  president  of  Train.  Smith.  Invest- 
ment Counsel.  New  York,  and  the  author  of 
Dance  of  the  Money  Bees. 


Financial  Strategy 


You  defend  your  house  or  farm  more  vig- 
orously than  your  remainder  interest  in  a 
trust  yon  know  almost  nothing  about. 

A  FAMILY  AND 
ITS  CAPITAL 


valry  with  the  absent  patriarch,  he  falls 
into  the  cardinal  heresy  in  investing — 
as  in  mountain  climbing — adventur- 
ism.) Investing  is  a  profession  tor  so- 
ber, seasoned,  careful  older  people,  not 
an  exhilarating  game.  Trying  for  more 
than  there  is  in  the  situation  is  fatal.  So 
is  ego-building. 

On  the  other  hand,  older  generation 
sole  trustees,  far  more  often  than  is 
realized,  are  tempted  by  improprieties 
that  are  not  discovered  by  the  benefi- 
ciaries at  the  time.  Their  actions  are 
only  understood  years  later  and  they 
leave  a  bitter  taste. 

So  the  correct  arrangement  for  fi- 
nancial planning  is  family  supervision 
of  an  outside  trustee,  or  a  family  trust- 
ee plus  an  outside  one. 

The  ideal  relationship  between  gen- 
erations in  dealing  with  family  prop- 
erty comes  about  when  children  work 
side  by  side  with  their  parents  on  a 
family  farm  or  in  a  family  business. 
They  see  clearly  what's  going  on  and 
their  role  in  it.  That  can  scarcely  hap- 
pen in  handling  a  trust  portfolio. 

One  step  in  that  direction  is  to  hold 
regular  family  financial  meetings,  at 
which  the  family's  property — its  haz- 
ards and  prospects — are  discussed  and 
understood  by  all  concerned.  The 
meetings  can  be  held  during  week- 
ends in  the  country  at  the  grandpar- 
ents' house.  The  senior  generation 
and  all  adult  children  should  attend, 
together  with  such  professional  advis- 
ers as  lawyers,  investment  counsel 
and  -tax  accountants.  Provisions  of 
trusts  are  reviewed  and  investment 
and  tax  considerations  discussed  and 
understood.  Easy  questions  can  be  an- 
swered immediately;  complicated 
ones  can  be  answered  later  in  writing. 
Trust  beneficiaries  with  interests  dif- 
ferent from  the  other  family  members 
can  get  their  views  heard.  Informal 
contacts  between  individual  benefi- 
ciaries who  are  diffident  about  speak- 
ing out  in  public  and  the  advisers  may 
be  facilitated. 

With  such  full  and  open  discussion, 
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jne  can  most  easily  do  intergenera- 
aon  tax  planning,  such  as  timely  sales 
}f  property  by  the  older  generation  to 
:he  younger  one.  That's  better  than 
raiting  for  the  property  to  appreciate 
enormously  and  run  up  estate  taxes. 

The  senior  or  "income"  generation 
jften  fears  bringing  financial  daylight 
nto  these  matters.  I  have  two  replies. 
:irst,  the  corpus  of  the  money  does 
lot  belong  only  to  the  income  genera- 
:ion.  It  also  belongs  to  the  remainder- 
nen.  The  tenants  of  the  house  are  the 
ncome  generation.  And  just  as  a  land- 
ord  has  the  right  to  inspect  his  house 
it  reasonable  times  while  a  tenant  is 
occupying  it  to  make  sure  all  is  well, 
>o,  too,  trust  remaindermen  should  be 
ible  at  regular  intervals  to  see  what's 
;oing  on. 

A  second  reason  the  older  genera- 
:ion  fears  financial  daylight  is  prob- 
ibly  a  rationalization.  They  worry 
:hat  the  grandchildren  will  become 
wastrels  when  they  learn  how  well  off 
:hey  will  become.  The  reality  is  often 
mite  the  reverse.  Once  a  grandchild 
snows  roughly  what  his  expectations 
ire,  he  begins  to  think  like  a  propri- 
etor, to  acquire  what  was  once  called 
:onsequence.  The  grandchild  kept  in 
:he  dark  sometimes  becomes  suspi- 
:ious  (perhaps  with  good  reason)  and 
eccentric. 

When  such  an  arrangement  is  pro- 
sosed,  the  existing  trustees  or  manag- 
ers sometimes  complain  about  the  ad- 
litional  trouble  and  expense.  Too  bad. 
rhe  priests  in  the  Middle  Ages  simi- 
arly  opposed  the  translation  of  the 
iible  into  the  vernacular — it  undercut 
:he  priestly  monopoly. 

One  way  a  testator  can  assure  that 
:he  professional  administrators  do  not 
:ake  over  and  keep  the  remaindermen 
n  the  dark  is  by  providing  that  a 
:ommittee  of  the  adult  beneficiaries, 
)r  a  designated  outsider,  can  remove 
:he  trustees  and  designate  others, 
rhat  gives  a  lot  of  force  to  the  family 
'epresentatives  in  their  dealings  with 
:rust  administrators  who  have  be- 
:ome  unsatisfactory  or  unresponsive, 
such  an  arrangement  would  have 
laved  a  lot  of  money  and  grief  for 
nany  families  that  I  know. 

Another  possibility  is  for  a  person 
)f  means  to  set  up  a  revocable  trust 
vhile  he  is  alive  and  put  his  property 
nto  it.  Meetings  such  as  I  have  de- 
icribed  are  held  by  the  trustees  and 
:he  settlor,  with  the  children  attend- 
ng  when  they  turn,  say,  IS.  The 
vhole  procedure  can  take  form  under 
;he  eye  of  the  settlor  while  there  is 
itill  time  to  make  changes.  ■ 


The  first  fund  free  of 
all  state  and  local  incr^ne  taxes. 


Income  from  Fidelity  Govern- 
ment Securities  Fund,  Ltd.  is 
exempt  from  state  and  local 
income  taxes  in  all  50  states. 
Compare  this  and  the  following 
advantages  with  any  other  invest- 
ment or  savings  alternatives: 

1.  High  current  income  from  U.S. 
Government  obligations. 

2.  No  withdrawal  penalties  and 
no  sales  charge. 

3.  A  low  initial  investment  of 
$1,000. 

4.  Monthly  cash  payments  or 
automatic  reinvestment. 

5.  Full-time  professional  manage- 
ment. 

Be  the  first  to  learn  all  the  facts 
with  our  free  literature.  Return 
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P.O.  Box  832,  Dept.  JB  052879 
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QUARTERLY 
CASH  DIVIDEND 


The  Board  of  Directors  of 
ENSERCH  Corporation  on 
April  17,  1979,  declared  a 
regular  quarterly  dividend 
of  34  cents  per  share  of 
common  stock,  payable 
June  4,  1979,  to  share- 
holders of  record  May  18, 
1979. 

For  additional  information, 
please  write  to  Ben/amin  A. 
Brown,  Vice  President.  Fi- 
nance, Dept.  C,  301  South 
Harwood,  Dallas,  Texas 
75201. 
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ATTN:  World  Travelers 

At  last!  A  monthly  publication  for 
the  frequent  globetrotter.  Latest  news 
on  customs,  currency,  laws,  air  fares, 
charters  Columns  on  cruises,  sports, 
lodging,  tours,  shopping,  health,  solo 
travel,  dining,  wines,  art,  photography 
and  much  more.  Observations  by  our 
readers  exchanging  the  good  and  the 
bad.  We  "tell  it  like  it  is."  One-year 
subscription  only  $5.95.  Your  satisfac- 
tion is  guaranteed.  International 
Travel  News,  2120  28th  St.,#549. 
Sacramento,  CA  95818. 
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When  people  go  into  a  bookstore,  thcy} 
usually  buy  best-sellers.  And  when  they  buy 
stocks,  they  prefer  the  current  favorites. 

STOCKS  ARE 
LIKE  BOOKS 


By  Srully  Blotnick 


One  of  the  most 
important  questions 
every  investor 
should  be  asking  is: 
What  is  going  to 
happen  to  the  more 
than  SI  15  billion 
tied  up  in  money 
market  instruments 
once  interest  rates 
start  falling? 
The  introduction  of  CDs  pegged  to 
T-bill  rates  and  with  a  $10,000  (in- 
stead of  a  $100,000)  minimum  came 
at  a  time  when  interest  rates  were 
high,  and  proved  a  powerful  magnet 
for  dollars  that  might  otherwise  have 
been  invested  in  common  stocks.  As 
one  large  investor  in  my  sample  put 
it:  "Why  should  I  risk  buying  stocks 
when  I  can  get  9%  to  10%  a  year  on 
my  money — guaranteed?" 

The  majority  of  investors  I  study 
agree.  They  see  no  sense  in  taking 
chances,  and  have  currently  parked 
the  bulk  of  their  surplus  cash  in  CDs, 
T-bills  or  money  market  funds.  But 
rather  than  being  the  end  of  the  story,  I 
that  is  only  the  beginning. 

I  have  been  asking  my  investors  the 
following  question:  What  will  you  do 
if  ten  months  from  now  the  CDs  you 
hold  pay  you  3%  to  4%  less  than  you 
are  currently  receiving?  (Presently, 
my  investors  are  collecting  an  average 
of  9.61%  on  more  than  $90  million 
worth  of  such  paper.) 

The  answers  I've  been  getting  are 
one  word  long  and  all  are  synonyms 
for  unhappiness.  "That  would  be  a 
disaster,"  said  one.  "I  really  don't 
know  what  I'd  do  with  the  money," 
said  the  majority.  I  asked  them 
whether,  under  such  a  circumstance, 
they'd  be  willing  to  put  some  of  the 
money  into  their  favorites,  the  gam- 
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bling  and  gold  stocks.  "No"  was  the 
typical  reply.  "I  already  have  enough 
money  invested  there." 

I  also  asked:  If  all  you  could  get  on 
your  money  in  fixed-income  securi- 
ties was  6%,  what  stock,  or  group  of 
stocks,  would  you  buy?  The  answer 
was  a  real  surprise:  "None,"  they  said. 
We  "want  to  stick  with  the  front- 
runners."  Even  when  their  CDs  ma- 
ture, they  won't  put  more  money  into 
stocks — not  until  another  group 
moves  the  way  the  gamblings  and  the 
golds  have  moved. 

Investor  behavior  is  similar  in 
many  ways  to  consumer  behavior 
generally.  When  people  go  into  a 
bookstore,  they  usually  buy  best- 
sellers. When  it  comes  to  movies,  the 
one  that  interests  them  most  is  the 
current  box-office  smash.  The  same 
when  it  comes  to  records  and  tapes. 
And  when  they  buy  stocks,  they  pre- 
fer to  stick  with  the  current  favorites 
rather  than  searching  for  value. 

Of  course,  no  one  has  the  foggiest 
idea  how  to  tell  in  advance  which 
book,  movie  or  song  is  going  to  be  a 
spectacular  success.  Why  Godfatlxr, 
Rocky,  Roots  and  Star  Wars  were  so  suc- 
cessful has  been  the  subject  of  hun- 
dreds of  articles.  But  I  have  yet  to  hear 
anyone  who  has  been  for  long  in  top 
management  in  the  book,  movie  or 
record  business  say  that  predicting 
hits  has  become  a  science. 

What  veterans  in  the  business  are 
willing  to  say  is  that  once  something 
becomes  a  fair-size  success — no  mat- 
ter how  much  in  advertising  dollars  it 
took  to  get  it  there — it  stands  a  far 
better  chance  of  "catching  on"  and 
becoming  a  huge  smash. 

The  trouble  is  that  there  are  no  in- 
vestment "smash  hits"  around  at  the 
moment  except  Las  Vegas  East  and 
the  Calf  of  Gold — gold  stocks  and 
gambling  stocks.  Both  have  been  run- 
ning a  long  time. 

The  average  investor  in  my  sample 
has  7.3%  of  his  capital  tied  up  in  the 
gambling  stocks — not  a  huge  propor- 
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tion.  The  number  is  an  average:  Some 
have  put  all  of  their  money  into  the 
group,  others  have  put  none. 

Yet  that  7.3%  plays  a  crucial  role. 
Gambling  stocks  still  remain  the 
"front-running"  group  in  the  minds  of 
the  investors  I  track.  Gold  stocks  are 
next.  And  if  those  groups  don't  pro- 
duce spectacular  gains  for  them,  they 
are  convinced  no  other  group  will  ei- 
ther. Remember,  their  focus  is  on  fa- 
vorites in  stocks  as  well  as  movies.  Is 
General  Motors  gaining  market  share 
and  paying  a  fat  dividend?  My  sample 
couldn't  care  less.  Unless  General  Mo- 
tors starts  to  move,  they're  not  going 
to  put  their  money  on  it. 

What  this  means  is  that  falling  in- 
terest rates,  in  and  of  themselves,  will 
not  cause  a  flood  of  money  into  the 
market.  What,  then,  will? 

One  possibility  is  that  the  gambling 
stocks  could  collapse — thanks  to  the 
effect  of  the  gas  shortage  on  Las  Ve- 
gas— forcing  investors  to  look  for 
something  else  to  provide  some  ac- 
tion. Although  the  general  level  of  in- 
vestor expectations  hasn't  changed 
significantly  in  the  past  three 
months,  and  is  presently  just  under 
11%,  expectations  in  the  gambling 
sector  have  once  again  started  to  rise. 
They  have  increased  almost  15  points 
during  the  last  12  weeks,  from  53.3  to 
68.1.  If  the  sector's  "second  wind" 
continues,  the  expectations  of  my  in- 
vestors will  move  up  to  a  fragile  and 
unsustainable  level,  which  almost 
without  exception  in  the  past  trig- 
gered a  sectoral  collapse.  If  that  hap- 
pens, the  whole  market  might  drop 
sharply — as  it  did  last  fall  under  the 
weight  of  the  gambling  stock  col- 
lapse— and  then  recover,  as  investors 
again  do  what  they  did  before:  place 
their  hopes  and  their  money  on  other 
groups. 

The  second  way  for  the  dam  to 
break  on  the  small  investor's  money 
is  for  an  institutional  buying  panic  to 
begin.  That  would  force  new  groups 
of  favorites  upon  individual  inves- 
tors. Dow-type  and  glamour  stocks 
would  soar.  The  other  93%  of  the 
individual  investors'  money  would  be 
tempted. 

Which  of  the  two  will  it  be?  The 
answer  is  important.  If  it's  the  first,  a 
collapse  of  the  gold  and  gambling 
stocks,  the  market  will  sink  (and  then 
recover).  If  it's  the  second,  the  market 
will  soar.  Right  now,  the  odds  favor 
the  first,  since  gold  and  gambling  are 
the  only  game  in  town.  Well  before 
interest  rates  start  falling,  the  players 
are  likely  to  overplay  that  game.  ■ 
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9  weeks  of 
Value  Line 
for  $29 

This  trial  subscription  is  open  to  you  only  if  no 
member  of  your  household  has  subscribed  to 
Value  Line  in  the  past  two  years.  We  make  this 
special  offer  because  we've  found  that  a  high 
percentage  of  new  subscribers  who  try  Value 
Lino  stay  with  us  on  a  long-term  basis.  The 
increased  circulation  enables  us  to  keep  our 
subscription  fees  to  long-term  subscribers  lower 
than  would  otherwise  be  possible. 

Under  the  special  trial  offer  you  will  receive  the  2400-page  Investors 
Reference  Service  (illustrated  above)  at  no  extra  cost.  You'll  receive  all  the 
new  full-page  reports  to  be  issued  in  the  next  9  weeks  on  the  more  than  1700 
stocks  and  92  industries  regularly  monitored  by  The  Value  Line  Investment 
Survey.  Filing  takes  less  than  a  minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can  quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 

Thus  you'll  find  it  convenient  to  have  The  Investors  Reference  Service  at 
your  fingertips  whenever  you  need  facts  and  figures,  as  well  as  Value  Line's 
projected  performance  ratings  on  more  than  1700  widely  held  stocks  in  92  in- 
dustries. 

In  the  Selection  &  Opinion  section,  which  accompanies  your  weekly 
reports,  you'll  also  get  analyses  and  forecasts  of  the  national  economy  and 
the  stock  market  .  .  .  guidance  on  current  investment  policy  explaining  Value 
Line's  bullish  long-term  position  on  the  securities  markets  .  .  .  plus  Value 
Line's  specific  stock  selections. 

Take  advantage  of  this  special  introductory  offer— and  receive,  as  bonuses 
without  extra  charge,  the  2400-page  Investors  Reference  Service  and  the 
"Evaluating  Common  Stocks"  booklet,  which  explains  how  even  inex- 
perienced investors  can  apply  thousands  of  hours  of  professional  research  to 
their  own  portfolios  by  focusing  on  only  two  unequivocal  ratings,  one  for 
Timeliness  (Performance  in  next  12  months),  the  other  for  Safety. 

This  subscription  is  tax-deductible  if  utilized  to  aid  in  the  management  of 
your  investments. 

Fill  in  and  mail  the  coupon  below. 
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□  Begin  my  9-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $29 
is  enclosed  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
—and  send  payment  now 

□  1  year  for  $315  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus  (There  are  no 
restrictions  with  this  annual  subscription  ) 

□  Enter  my  subscription  now  Bill  me  for 
$315  (Does  not  include  the  calculator  ) 
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NAME  (please  print) 
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APT  NO 


CITY  STATE  ZIP 

GUARANTEE  If  dissatisfied  for  any  rea- 
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able Foreign  rates  on  request  (NY  residen 
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business 
wasted 


wasted 
money* 


"It's  just  that  simple.  The  energy 
audit  we  just  did  for  our  company 
showed  us  where  we  could  cut  out  a 
lot  of  that  waste.  Now  we  are  saving 
money  through  lower  operating  costs. 
To  me,  saving  energy  means  saving 
money.  It's  also  our  chance  to  serve 
the  Nation  as  well." 


ENERGY  CONSERVATION 
IT'S  YOUR  CHANCE 

TO  SAVE,  AMERICA 

Department  of  Energy,  Washington,  D  C. 


William  Miller . . .  the  Democratic  nomi- 
nee for  President  in  1988? 

THE  THOUGHTS 
OF  CHAIRMAN 
MILLER 


By  Richard  B.  Hoey 


They  weak  pin- 
stripes, not  tunics, 
and  their  religion  is 
capitalism,  not 
communism,  but  no 
party  official  ever 
pored  over  the 
thoughts  of  Chair- 
man Mao  more  as- 
siduously than  some 
Wall  Streeters  study 
the  thoughts  of  Chairman  Miller. 
Why  did  William  Miller  use  that  par- 
ticular word?  What  was  the  precise 
intonation  of  his  voice? 

The  Fed-watching  cult  is  serious 
business.  Each  of  the  last  two  eco- 
nomic cycles  in  the  U.S.  ended  with  a 
severe  credit  crunch  after  the  Fed 
sharply  restricted  the  availability  of 
credit.  In  1970  Penn  Central  went 
bankrupt,  and  the  commercial  paper 
market  collapsed.  In  the  1974  cycle 
there  were  half  a  dozen  major  bank- 
ruptcies or  near-bankruptcies,  includ- 
ing New  York  City,  Italy,  the  U.K.  and 
a  big  chunk  of  the  REIT  industry. 

Will  we  go  through  another  severe 
credit  crunch  this  year?  My  best 
guess  is  that  we  will  not.  You  don't 
need  a  crystal  ball  or  the  ability  to 
read  Bill  Miller's  mind  to  see  why. 
The  Federal  Reserve  has  had  its  own 
cultural  revolution  and  is  a  good  deal 
more  liberal  than  it  used  to  be.  Be- 
sides, we're  reaching  the  final  phase 
of  this  economic  cycle  much  closer 
to  the  presidential  election.  President 
Carter's  political  advisers  want  a 
slowing  of  the  economy  to  cool  off 
inflation,  but  they  surely  don't  want 
a  severe  recession. 

The  New  Hampshire  primaries  are 
in  February  1980  and  the  presidential 
election  is  in  November.  The  history 
of  the  last  20  years  is  that  if  an  incum- 
bent administration  wants  to  stay  in 
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office,  it  had  better  have  a  strong 
economy  in  the  election  year.  A  low 
inflation  rate  doesn't  hurt  either. 

Twice  in  the  last  20  years  an  in- 
cumbent administration  has  failed  to 
boost  the  economy  just  before  the 
election.  In  both  cases,  1960  and 
1976,  it  lost  to  a  challenger  promising 
stronger  economic  growth. 

In  1972  the  Nixonites  pulled  out  all 
the  stops.  Monetary  policy  was  exces- 
sively stimulative  in  1971  and  1972, 
although  no  one  has  been  able  to  prove 
that  this  wasn't  just  an  honest  policy 
mistake  on  the  part  of  the  Federal  Re- 
serve. Government  spending,  howev- 
er, was  overtly  political.  In  October 
1 972, 24  million  Social  Security  benefi- 
ciaries received  a  letter  notifying  them 
of  a  20%  increase  in  their  payments — 
with  their  increased  checks  enclosed.  If 
you  think  that  timing  was  purely  coin- 
cidental, you  probably  also  believe  in 
the  tooth  fairy. 

Excessive  monetary  and  fiscal  stim- 
ulation can  generate  strong  inflation 
with  an  18-month  to  2-year  lag.  To 
suppress  the  inflation,  the  Nixon  Ad- 
ministration imposed  price  controls, 
thus  postponing  the  inflationary  surge 
until  after  the  election.  This  political 
manipulation  of  the  economy  worked 
very  well:  Richard  Nixon  won  by  a 
landslide. 

President  Carter  is  going  to  have 
the  devil  of  a  time  designing  an  eco- 
nomic policy  that  will  do  bim  this 
much  good  politically.  In  1977  he 
broke  the  normal  pattern  of  the  politi- 
cal cycle.  Normally,  economic  policy 
becomes  restrictive  after  a  presiden- 
tial election,  when  the  political  pres- 
sures ease.  But  in  1977,  the  new  ad- 
ministration, believing  its  optimistic 
economists,  accelerated  government 
spending  and  encouraged  the  Federal 
Reserve  to  hold  interest  rates  down. 
Powerful  expansion  has  continued 
since  then.  But  we're  now  paying  the 
price  in  double-digit  inflation. 

The  key  to  the  Carter  Administra- 
tion's dilemma  is  that  employment 
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responds  to  policy  changes  very 
quickly,  but  inflation  responds  gradu- 
ally over  the  following  two  years. 
Thus,  if  the  U.S.  drops  into  a  mild 
recession  around  Labor  Day  this  year 
and  is  recovering  by  mid- 1980,  the 
rate  of  inflation  could  be  about  6%  to 
7%  by  Election  Day  1980.  President 
Carter  could  justify  a  modest  rise  in 
the  unemployment  figures  if  inflation 
dropped  sharply.  This  reality  may 
help  explain  why  Carter  Administra- 
tion sources  have  been  urging  higher 
interest  rates  on  the  Federal  Reserve 
after  IVi  years  of  warning  against 
tighter  monetary  policy.  They  would 
like  a  little  restraint  now  to  get  it  over 
with  before  election. 

Although  many  members  of  the 
Federal  Reserve  are  closely  linked  to 
the  Carter  Administration,  Chairman 
Miller  may  have  a  different  political 
self-interest  than  does  President  Car- 
ter. If  William  Miller  has  political  am- 
bition, it  is  probably  a  desire  to  be  the 
Democratic  nominee  for  President  in 
1988.  If  he  does  succeed  in  solving  our 
inflation  problem  by  then,  who's  to 
say  he  doesn't  deserve  it;  Chairman 
Miller's  goal  is  a  gradual  slowing  of 
inflation  over  the  next  six  or  seven 
years.  His  timetable  is  slower  and 
steadier  then  the  Administration's. 
But  even  if  the  Fed  and  the  White 
House  are  not  moving  on  exactly  the 
same  track,  they're  together  on  one 
thing:  Neither  wants  either  a  credit 
crunch  or  a  severe  recession.  Under 
these  circumstances,  with  everyone 
treading  warily,  I  would  expect  the 
market  to  remain  in  a  trading  range 
for  the  rest  of  the  year. 

Two  to  buy  and  hold 

If  you're  looking  for  a  stock  to  buy 
and  hold  for  the  long  pull,  I  would 
recommend  Automatic  Data  Processing 
(3 1 ).  Its  earnings  should  grow  at  about 
a  16%  to  18%  pace  over  the  next 
several  years.  The  company  earned 
$  1 .84  in  1 978  and  should  earn  $2.20  in 
1979  and  $2.55  in  1980. 

Browning-Ferris  (13)  is  the  leading 
company  in  the  waste  business.  The 
solid  waste  business  is  a  steady  grow- 
er, but  there's  a  kicker  in  liquid  and 
hazardous  waste  disposal.  The  days  of 
dumping  hazardous  chemicals  in  a  pit 
somewhere  and  plowing  them  over 
are  coming  to  an  end.  We  expect  the 
Environmental  Protection  Agency  to 
finalize  its  rules  on  hazardous  waste- 
disposal  early  in  1980.  This  should 
give  a  boost  to  Browning-Ferris  and 
enhance  its  reputation  as  a  growth 
stock.  The  company  should  earn 
51.60  in  1979  and  $1.85  in  1980.  ■ 
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R.J.Reynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  of  95  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  June  5,1 979  to  stockholders  of  record 
at  the  close  of  business  May  10,1 979. 

C.  F.  BENBOW 

Senior  Vice  President  and  Secretary 
Winston- Salem.  N  C  .  April  25. 1979 

Seventy- Nine  Consecutive  Years  of  Cash  Dividend  Payments 

Tobacco  Products  Packaging  Materials 

Food  Products  Specialty  Aluminum  Products 

Fruit  Beverages  Petroleum 
Containerized  Freight  Transportation 


Slip  Cases  For  FORBES 

Rugged  and  handsome  cases  in  red  and  black  with  title 
embossed  in  gold.  Prices:  $4.95  each,  3  for  $14.00, 
6  for  $24.00.  Send  check  to  Jesse  Jones  Box  Corpora- 
tion, Department  FB,  Post  Office  Box  5120,  Philadel- 
phia, Pennsylvania  19141.  Please  allow  three  to  four 
weeks  for  delivery. 
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If  the  farmers  get  halfway  decent  weather 
this  spring  and  summer,  the  hawest  should 
be  a  bountiful  one. 

THE  FARMERS 
HAVE  SPOKEN 


By  Stanley  W.  Angrist 

Tin-:  farmers  have 
said  what  they  in- 
tend to  plant  this 
spring  and,  by  and 
large,  their  inten- 
tions indicate  they 
won't  be  reducing 
their  crops  very 
much.  With  half- 
way decent  weather 
this  spring  and  sum- 
mer, the  harvest  should  be  a  bountiful 
one.  The  table  below  is  abstracted 
from  the  Apr.  1  U.S.  Department  of 
Agriculture  Planting  Intentions  Re- 
port. For  comparison  purposes  I  have 
also  included  the  actual  number  of 
acres  planted  to  each  crop  in  the  pre- 
vious three  years. 

Let's  take  a  look  at  these  num- 
bers— crop  by  crop.  Farmers  say  they 
are  going  to  plant  roughly  the  same 
amount  of  corn  this  year  as  last.  The 
market  had  pretty  well  anticipated 
the  corn  numbers,  but  it  hadn't  antici- 
pated the  export  numbers  that  were 
being  reported  during  April.  For  exam- 
ple, for  the  six  days  ended  Apr.  12, 
56.6  million  bushels  were  inspected 
for  export,  in  comparison  with  35.5 
million  bushels  for  the  same  period  a 
year  ago.  It  also  should  be  noted  that 
there  is  a  substantial  decrease  in  the 
acreage  to  be  devoted  to  oats. 

These  numbers  bring  me  to  my  first 
recommendation.  I  would  consider 
doing  an  oats  versus  corn  spread  by 
buying  two  contracts  of  oats  and  sell- 
ing one  contract  of  corn,  with  the  two 
oats  carrying  no  more  than  a  45-cent 
premium  to  the  corn.  I  would  use  the 
September  contracts  and  I  would  risk 
no  more  than  10  cents  ($500)  on  the 
spread.  The  objective  is  65  cents  pre- 
mium oats.  Keep  in  mind  that  this  is  a 
very  volatile  spread,  and  it  must  be 

Stanley  W  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and. the  author  of  Sensible 
Speculating  in  Commodities. 


watched  with  some  care.  Margin  on 
this  trade  should  be  about  $600. 

Last  winter's  complaints  by  wheat 
farmers  in  Washington  have  appar- 
ently not  deterred  them  from  trying 
to  bring  in  a  big  crop.  The  wheat 
market's  supply/demand  picture  has  a 
bearish  tinge  to  it.  The  1979  U.S.  win- 
ter crop  looks  to  be  in  good  condition 
(it  was  planted  last  fall),  and  the  spring 
crop  also  bodes  to  be  somewhat  big- 
ger. The  obvious  trade  here  is  to  go 
long  July  corn/short  July  wheat  with  a 
premium  of  at  least  90  cents  to  the 
wheat.  I  would  risk  no  more  than  10 
cents  on  this  spread.  My  minimum 
objective  for  this  spread  is  60  cents, 
with  a  possibility  of  another  10  cents. 
The  margin  on  a  wheat  versus  corn 
spread  should  be  about  $750. 

The  April  intentions  report  show- 
ing an  increase  in  soybean  acreage  of 
more  than  7%  was  not  a  big  surprise. 
The  market  had  discounted  this  esti- 
mate fairly  well.  The  big  question  is 
now  the  weather — will  it  improve 
rapidly  enough  to  allow  the  planting 
of  the  other  crops?  If  not,  the  actual 
acreage  planted  to  soybeans  could  in- 
crease even  more,  as  soybeans  can  be 
put  into  the  ground  later  than  almost 
any  other  crop.  A  relatively  low-risk 
trade  in  this  area  is  to  buy  luly/sell 
August  beans  near  even  money.  With 
some  new  beans  starting  to  arrive  in 
August,  the  fundamentals  say  that 


[uly  should  move  to  at  least  a  10-cent 
premium  to  August.  I  would  risk  no 
more  than  5  cents  ($250)  on  this 
spread.  The  margin  on  this  spread 
should  be  around  $600,  while  the 
round-turn  commission  should  be 
around  $60. 

The  cotton  acreage  appears  to  be 
bearish  as  well,  with  intentions  high- 
er than  last  year.  But  the  question 
here  is  also  one  of  weather.  Will  the 
extensive  flooding  in  Mississippi  re- 
duce acreage  sufficiently  so  that  a 
bearish  crop  report  is  outweighed  by 
bullish  weather?  I  think  it  will  be  par- 
ticularly difficult  to  trade  cotton  until 
the  actual  damage  done  by  the  flood- 
ing is  assessed.  I  guess  I  would  try  to 
box  in  the  possibilities.  If  [uly  drops  to 
a  discount  of  240  points  or  more  to 
October,  I  would  buy  the  fuly  and  sell 
the  October.  I  would  risk  no  more 
than  80  points  ($400  per  spread)  on 
the  position.  If  the  spread  narrowed  so 
that  luly  was  selling  only  80  points 
under  October,  I  would  put  it  on  the 
other  way — buying  the  October  and 
selling  the  fuly.  Keep  in  mind  that  my 
last  recommendation  in  cotton  was  a 
disaster.  Margin  on  a  cotton  spread 
would  be  about  $500  and  the  round- 
turn  commission  is  about  $90. 

Sugar  farmers  are  apparently  dis- 
couraged with  the  failure  of  Congress 
to  pass  new  legislation,  including  au- 
thorization to  participate  in  the  Inter- 
national Sugar  Agreement.  They  have 
cut  their  acreage  markedly.  Any  pros- 
pects for  passage  would  rally  this  mar- 
ket. A  spread  of  long  July  short  Octo- 
ber at  50  points  premium  October 
would  take  advantage  of  a  rally.  I 
would  risk  no  more  than  20  points  on 
this  spread  ($224),  and  I  would  take 
profits  at  30  points  premium  October. 
The  margin  on  this  spread  is  about 
$250  with  a  round-turn  commission 
of  about  $94. 

Now  it's  up  to  you.  Traders,  place 
your  bets!  ■ 


U.S.  Planting 

(in  millions  of  acres! 


Farmers  may  or  may  not  plant  as  they  said  they  would  on  Apr.  1  of  this  year. 
But  right  now  that  is  all  we  have  to  go  on. 


Crop 

1976- 

1977" 

1978* 

Apr.  1 
intentions 

Percent  ot 
1978 

Corn 

84.4 

83.6 

79.7 

79.2 

99.4% 

Sorghum 

18.4 

11.0 

16.5 

15.6 

94.8 

Oats 

16.7 

17.7 

16.4 

15.0 

91.8 

Winter  wheat 

57.7 

56.3 

47.7 

51.5* 

107.8 

Spring  wheat 

17.8 

15.6 

14.3 

14.8 

103.7 

Soybeans 

50.2 

58.8 

64.0 

68.8 

107.4 

Cottont 

11.6 

13.6 

13.3 

14.3 

107.6 

Fall  potatoes 

1.2 

1.2 

1.2 

1.1 

95.2 

Sugar  beets 

1.5 

1.3 

1.3 

1.2 

89.3 

'Actual  plantings,    t  Upland  cotton  only. 
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Market  Trends 


MONEY  &  INVESTMENTS 


/  never  believed  Wall  Street  would  ape 
Hollywood,  but  it  has  happened. 

SON  OF 
LEASCO 


By  Martin  T.  Sosnoff 


On  a  warm  spring 
evening  in  New 
York,  a  good  father 
takes  his  kids  up  to 
Yankee  Stadium.  If 
you  are  lucky,  Reg- 
gie breaks  up  the 
game  in  the  late  in- 
nings with  a  tower- 
ing drive  deep  into 
the  centerfield 
bleachers,  and  you  file  back  into  the 
downtown  subway,  tired  but  happy. 
Superstars  deliver  the  goods  and  the 
anonymous  group  in  gray  uniforms 
are  the  losers.  Pass  the  peanuts. 

Down  in  Washington,  Chairman 
Miller  dons  the  white  pinstripe  uni- 
form and  faces  Blumenthal  in  soggy 
gray.  Miller  believes  the  economic 
slowdown  is  around  the  corner,  while 
Blumenthal  aims  to  swat  inflation.  For 
Chairman  Miller,  I  suggest  a  one-day 
shopping  spree  just  before  each  open 
market  committee  meeting.  He  can 
start  in  the  supermarket,  or  his  favor- 
ite department  store.  Prices  pump  up 
in  a  steady  rhythm.  Your  favorite  pair 
of  loafers  escalates  5  bucks  a  month 
and  that  $200  summer  suit,  bought 
two  seasons  ago,  is  now  $350. 

What  you  shelled  out  for  a  gallon  of 
apple  juice  now  brings  you  half  a  gal- 
lon. Forget  women's  clothes.  A  flimsy 
blazer  is  ticketed  at  $400  and  a  pair  of 
swishy  tennis  shorts  is  tagged  at  60 
bucks.  My  82-year-old  mother  last 
week  spent  an  hour  pumping  me  on 
whether  she  should  switch  her  six- 
month  savings  certificates  into  two- 
year  Treasury  notes  and  pick  up  an 
incremental  SO  basis  points.  Anyone 
who  thinks  the  inflationary  spiral  is 
ending  lives  in  an  air-conditioned 
nightmare. 

I  never  believed  Wall  Street  would 

Martin  T  Sosnoff'  is  chairman  of  Atalan/a 
kapital  Corp  ,  Sew  York,  and  tlx'  antlx>r  of 
[Humble  on  Wall  Street. 


ape  Hollywood,  but  it  has  happened. 
We  salute  Saul  Steinberg,  head  man  at 
Reliance  Group,  for  the  new  script.  In 
the  Thirties,  there  were  the  serials 
Zoiro  and,  later,  the  Return  of  Zorro. 
Then  Lassie  trotted  along,  followed  by 
Son  of  Lassie.  Jaws  andjawsll  (iodfather 
axx&Godfather  II .  The  rearrival  of  Leasco 
as  an  over-the-counter  spin-off  from 
Reliance  Group  suggests  a  similar  se- 
quel. Or  is  it  the  equivalent  of  Richard 
Nixon  emerging  from  hibernation  to 
run  in  the  New  Hampshire  primaries? 

For  longer  than  I  can  remember,  the 
flint-eyed  critics  have  kicked  the  old 
Leasco,  later  Reliance  Group,  all  over 
the  place.  Somehow  Reliance,  ne'e 
Leasco,  survived  the  beatings  and  has 
gone  on  to  )oin  the  ranks  of  well- 
heeled  insurance  underwriters.  Its  as- 
sets long  ago  passed  $2  billion,  and  the 
former  computer  leasing  operator 
with  the  questionable  accounting 
conventions  purrs  along  with  earn- 
ings comfortably  above  $10  a  share. 
The  $5  stock  of  late  1976  is  a  $40 
number  early  in  1979.  Steinberg's  net 
worth  flirts  close  to  nine  figures. 

It  is  now  round  two.  Reliance  is 
spinning  off  the  original  Leasco  as  a 
stock  dividend  to  its  holders.  The  crit- 
ics already  have  drawn  a  bead  on  the 
new  Leasco  prospectus  and  blast  it 
mercilessly.  There  is  too  much  debt. 
Where  are  the  earnings?  Why  indeed 
is  this  mongrel  allowed  to  see  light? 
And  so  it  goes.  Analysts  refuse  to  ana- 
lyze and  the  money  managers — who 
waited  until  the  mid-30s  to  develop  a 
taste  for  Reliance — will  sell  off  the 
Leasco  shares.  After  all,  Leasco  is  not 
exactly  institutional  quality.  No  earn- 
ings, no  dividends,  no  nothing.  The 
stock  sells  at  two  times  book  value 
and  the  capitalization  is  top-heavy 
with  debt  and  huge  fixed  charges.  Per- 
haps a  few  maniacs  buy  the  animal  as 
a  gambling  ticket;  the  cover  page  of 
the  prospectus  clearly  states  that 
management  itself  may  decide  to  give 
the  poor  dog  a  home  and  inventory 
the  stock.  By  now,  perhaps  a  few  hun- 


dred people  around  the  country  have 
read  the  prospectus.  Maybe  three  doz- 
en understand  it. 

First,  you  must  know  that  what  all 
the  pundits  feared  never  happened. 
The  Leasco  revenues  on  IBM  comput- 
ers did  not  fall  short  of  their  depreciat- 
ed value.  To  be  sure,  more  and  more 
equipment  goes  off  lease,  but  revenues 
booked  exceed  the  depreciated  value 
of  the  equipment.  Second,  although 
there  may  not  be  any  earnings  for 
Leasco  to  write  home  about,  the  cash 
flow  from  the  runoff  of  leased  equip- 
ment is  substantial  over  the  next  few 
years.  After  debt  repayments,  this  fig- 
ure could  approximate  $30  million,  or 
almost  $10  a  share,  and  such  capital 
may  be  available  for  reinvestment. 
Leasco  may  change  its  spots.  New 
businesses  could  be  phased  in.  Debt 
capacity  may  be  stretched  for  a  big 
deal.  Who  knows?  Rin  Tin  Tin  may 
become  Won  Ton  Ton. 

There  are  over  9  million  shares  of 
Reliance  Group  capitalized  at  close  to 
$400  million,  or  under  four  times  esti- 
mated 1979  earnings.  Some  1.6  mil- 
lion shares  of  Leasco  are  capitalized  in 
the  market  as  of  this  writing  at  $19 
million — $12  a  share.  There  are  no 
earnings  and  the  premium  over  book 
value  is  100%.  Yet  the  cash  flow  for 
Leasco  could  amount  to  $5  a  share 
annually  for  the  next  few  years.  A 
good  businessman  looks  for  undedi- 
cated  cash  flow  like  this  and  accre- 
tions to  book  value.  Wall  Street  thirsts 
for  the  next  quarter's  earnings. 

If  you  believe  as  I  do,  that  Saul  is 
made  of  the  same  cloth  as  King  Mi- 
das, maybe  you  go  along  for  the  ride. 
Steinberg  is  Jaws  III  A  voracious  appe- 
tite for  financial  success.  Nor  should 
the  symbolism  of  the  old  Leasco  cor- 
porate door  sign  hanging  on  his  office 
wall  go  unremarked.  The  old  Leasco 
and  the  new  Leasco  are  indeed  closely 
related.  A  new  corporate  empire  is 
being  sculpted  out  of  a  piece  of  the 
old.  It  is  like  cooking  yogurt — you  use 
a  spoonful  of  the  old  culture  to  start 
the  new  batch.  The  financial  leverage 
is  the  transfer  of  the  runoff  from  the 
old  computer  leases.  This  is  the  way 
the  Greek  shipping  crowd  did  it  with 
leased  tankers  and  they  are  the  bil- 
lionaires. Can  Saul  be  far  behind? 

Some  years  ago,  I  wrote  that  the 
value  of  a  research  file  varies  inversely 
with  its  thickness.  Leasco  qualifies.  It 
is  a  complex  prospectus,  summarily 
kicked  around  by  the  pundits.  I  am 
adding  it  to  my  list  of  ragamuffins 
most  likely  to  succeed.  Son  of  Leasco, 
swing  for  the  fences!  ■ 
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Do  you  know  anybody 
who  is  somebody 

in  business 
who  does  not  read 
Forbes  Magazine? 
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"It's  worth  taking  chances 
when  you're  young  so  you 
can  do  what  you  want 
when  you're  older." 

-Bill  Sargent 
Marine  Biologist;  Oceanographer; 
Underwater  Photographer;  Expert  in  Oceanic 
Law;  Consultant  to  World  Governments, 
Private  Business  and  Environmental  Groups, 
Archaeologist;  Novelist 


It  could  be  argued  that  Bill 
Sargent,  at  age  32,  is  already  doing 
what  he  wants  to  do.  He's  done,  or  is 
into,  the  following: 

Participant  in  the  international 
Law  of  the  Seas  Conference"  in 
Caracas,  Venezuela,  1974. 

Working  under  a  grant  from  MIT 
to  develop  a  TV  series  on  ocean  life. 

Producer  and  host  of  his  own 
radio  show. 

Hosted  TV  talk  show  centered 
on  ocean  life  and  international  law. 

Lived  aboard  Atlantis  II  for  six 
months  on  research  project  that  took 
him  from  Woods  Hole,  Mass.,  to 
Africa,  to  South  America,  to  the 
Baltic  Sea  and  back. 

Shot  TV  film  aboard  Soviet 
trawler  operating  off  East  Coast  of 
U.S.  (and  learned  salty  Russian). 

With  a  friend,  discovered  three 
unknown  archaeological  sites  in  the 
mountains  of  Colombia. 

Currently  writing  novelization  of 
Howard  Hughes's  frustrated  attempts 
to  raise  a  sunken  Soviet  submarine. 

What's  left  Bill? 

A  lot,  really.  One  of  the  most  important 
things  that  has  happened  to  the  oceans 
in  my  lifetime  is  that  we  have 
started  to  see  below  their  surfaces. 
This  is  changing  our  concept  of  the 
oceans,  from  a  last  frontier  that  must 
be  conquered  to  a  fragile  environment 
that  must  be  preserved.  I  want  to  be 
a  part  of  this  process. 

"And  five  years  from  now  I  would 
like  to  have  my  own  TV  show  and 
have  my  book  published— to  communi- 
cate the  feelings  and  appreciation  I 
have  about  our  natural  environment 
to  the  widest  possible  audience." 


The  same  kind  of  men  who 
read  Time  and  Newsweek 
read  Playboy.  Only  a  lot  more 
of  them  read  Playboy. 


What  do  you  do  while 
you're  catching  your  breath? 

"Well,  you've  got  to  remember  that 
much  of  what  I  get  paid  for,  other 
people  do  for  pleasure.  But  my  wife 
and  I  do  travel  a  lot.  We  can't  get 
enough  of  that. 

"I  shoot  a  lot  of  underwater 
footage  on  my  own  time  because  I 
have  such  great  visual  interest  in 
ocean  life.  I'm  a  movie  buff.  And  we're 
busy  putting  together  a  new  stereo 
system  for  the  house  and  getting 
used  to  our  zippy  new  energy-efficient 


car.  We  do  as  much  skiing  as  we  can. 
Changing  diapers  takes  time,  too. 

"And  reading.  I  have  to  do  a  lot 
of  reading  just  to  keep  abreast  of 
my  own  field.  And  I  read  to  keep 
up  with  the  world  in  general. 

"Yes,  of  course  I  read  PLAYBOY. 
I  say  'of  course'  because  I've  been 
reading  it  for  so  long.  It,  more 
than  any  other  magazine  I  know 
of,  is  involved  in  the  mainstream 
of  our  culture  and  values.  It's  also 
a  way  of  keeping  up  with  the  people 
who  are  shaping  and  changing 
things  in  this  world.  Besides,  the 
PLAYBOY  cartoons  are  great." 

Atypical 
Playboy  reader? 

Bill  Sargent,  son  of  a  governor 
of  Massachusetts,  great-great- 
grandson  of  a  great  American 
painter,  doesn't  happen  to  be  a 
typical  anything. 

But  his  lust  for  life  is  typical  of 
the  14  million  men  who  read 
PLAYBOY  every  month. 

And  you  know  what  this  kind 
of  vitality  leads  to. 

Sales.  Lots  of  sales. 

PLAYBOY  men  buy  more  skis  than 
Sports  Illustrated  men.  PLAYBOY  men 
buy  more  new  cars  than  New7sweek 
men.  More  PLAYBOY  men  own  stock 
than  Time  men. 

And  it's  that  way  in  virtually 
every  product  category  and  compared 
to  every  newsweekly,  sportsweekly 
or  men's  magazine. 

And  you  can  reach  a  lot  more  of 
these  kinds  of  men— for  a  lot  less 
money— in  PLAYBOY  than  you  can  in 
Time  or  Newsweek . 


The  Playboy  reader.  His  lust  is  for  life. 


Source:  TGI,  Spring  1978.  PLAYBOY  is  a  mark  of  Playboy,  Reg.  U.S.  Pat.  Off.  ©  1979,  Playboy. 


The  mind  longs  for 
what  it  has  missed. 
Petronius  Arbi  i  er 


People  will  not  look  forward 
to  posterity,  who  never  look 
backward  to  their  ancestors. 
Edmund  Burke 


Hell  is  more  bearable 
than  nothingness. 
Philip  James  Bailey 


The  concept  of  progress  acts 
as  a  protective  mechanism 
to  shield  us  from  the 
terrors  of  the  future. 
Fr\nk  Herbert 


I'd  like  to  know  what 
this  whole  show  is  all 
about  before  it's  out. 
Piet  Hein 


Do  not  handicap  your  children 
by  making  their  lives  easy. 
Robert  Heinlein 


To  procure  life,  to  obtain  a 
mate  and  to  rear  offspring:  such 
is  the  real  business  of  life. 
W.  Win  wood  Reade 


Standing  by  the  crib  of 
one's  own  baby,  with  that 
world-old  pain  of  compassion 
and  protectiveness  toward 
this  so  little  creature  that 
has  all  its  course  to  run, 
the  heart  flies  back  in 
yearning  and  gratitude  to 
those  who  felt  just  so  toward 
one's  self.  Then  for  the 
first  time  one  understands 
the  homely  succession  of 
sacrifices  and  pains  by. 
which  life  is  transmitted  and 
fostered  down  the  stumbling 
generations  of  men. 
Christopher  Mohley 


To  teach,  to  guide,  to  explain, 
to  help,  to  nurture — these 
are  life's  noblest  attainments. 
Frank Tyger 


Thoughts 

on  the  Business  of  I  ,ife 


It  is  not  for  man  to  rest 
in  absolute  contentment. 
Robert  Southey 


//  is  sometimes  well  to 
remember  that  life  doesn  't 
end  when  yours  does. 

Speaking  of  death    -  On  the 
premise  that  hot  air  rises, 
one  sure  way  to  rise  to  the 
occasion  is  cremation  The 
other  way  is  a  sure  downer  * 
Malcolm  Fokbes 


Consult  the  dead  upon  things 
that  were,  but  the  living 
only  on  things  that  are. 
Henry  Wadsworth  Longfellow 


Some  people  are  still 
unaware  that  reality  contains 
unparalleled  beauties.  The 
fantastic  and  unexpected, 
the  everchanging  and  renewing 
is  nowhere  so  exemplified 
as  in  real  life  itself. 
Berenice  Abbott 


The  nonpermanent  appearance  of 
happiness  and  distress  and  their 
disappearance  in  due  course, 
are  like  the  appearance  and 
disappearance  of  winter  and 
summer  seasons.  They  arise 
from  sense  perception,  and  one 
must  learn  to  tolerate  them 
without  being  disturbed. 
Bhac;a\  ad-Gita 


Old  men's  eyes  are  like  old  men's 
memories;  they  are  strongest 
for  things  a  long  way  off. 
George  Eliot 


'The  Sayings  of  Chairman  Malcolm,  a  col- 
lection of  over  500  thoughts  embodying  the 
wit  and  wisdom  of  Malcolm  Forbes.  Now 
available  at  $5.95.  Send  check  and  order  to 
Forbes  Inc..  60  Fifth  Avenue,  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


If  we  had  paid  no  more  attention 
to  our  plants  than  we  have  to 
our  children,  we  would  now  be 
living  in  a  jungle  of  weeds. 
Luther  Burbank 


One  of  the  greatest  pains  to  huma 
nature  is  tbe  pain  of  a  new  idea. 
Walter  Bagehot 


I  object  to  people  running  down 
the  future.  I  am  going  to  live 
the  rest  of  my  life  there,  and 
I'd  like  it  to  be  a  nice  place. 
Charles  F.  Kettering 


Whether  you  know  the  shape 
of  a  pebble  or  the  structure  of 
a  solar  system,  the  axioms 
remain  the  same:  that  it  exists 
and  that  you  know  it. 
Ayn  Rand 


History  is  a  race  between 
education  and  catastrophe. 
H.G.  Wells 


A  Text . . . 

Search  the  scriptures; 
for  in  them  ye  think  ye 
have  eternal  life:  and 
they  are  they  which 
testify  of  me.  And  ye 
will  not  come  to  me 
that  ye  might  have  life. 
John  5:39,  40 


Sent  in  by  Eugene  Brown,  Los  Angele 
Calif.  What's  your  favorite  text-'  The  Forbi 
Scrapbook  of  Thoughts  on  the  Business 
Life      is      presented      to  senders 
texts  used. 


Far  happier  are  the  dead,  methink: 
than  they  who  look  for  death 
and  fear  it  every  day. 
William  Cowper 
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To  manage  the  financial  resources 
of  one  of  Europe's  largest 
oil  producers,  a  man  must  be 
farsighted  and  decisive. 


His  banker  must  be  the  same. 


Andre  A.  Gester.  Treasurer. 
Societe  Nationale  Elf  Aquitaine. 

Andre  A.  Gester  is  Treasurer  of 
Societe  Nationale  Elf  Aquitaine,  one 
of  Europe's  largest  petroleum 
companies.  It  is  his  responsibility  to 
meet  the  challenge  of  financing  the 
development  of  his  company's  vast 
oil  and  gas  reserves.  For  a  major 
producer  like  Elf  Aquitaine,  this 
development  is  very  costly—  running 
into  billions  of  dollars. 

To  turn  a  search  for  energy  into 
reality  takes  a  lot  of  cooperation  with 
other  petroleum  companies  and  capi- 
tal from  many  international  banks. 
Over  the  past  three  years,  Andre 
Gester  has  turned  to  bankers  he  can 
rely  on.  Bankers  like  Edward  A.  O'Neal 


Edward  A.  O'Neal,  Vice  President  and  General  Manager.  Chemical  Bank.  France. 

Photographed  at  Elf  Aquitaine's  facilities  in  Lacq,  France. 


of  Chemical  Bank's  Paris  office. 

O'Neal  has  made  it  his  business 
to  understand  the  business  of  Elf 
Aquitaine.  Working  jointly  with  the 
head  of  Chemical's  Energy  and 
Minerals  Division—  Europe,  he  has 
marshalled  engineers  and  experts 
who  fully  understand  the  industry  and 
thus  help  deliver  the  kind  of  financial 
help  Elf  needs  worldwide. 

As  Elf  Aquitaine  moves  into  big 
ventures  such  as  the  North  Sea  oil 
and  gas  fields,  O'Neal  together  with 
Chemical's  team  of  industry  experts  is 
there  with  realistic  and  timely 
financial  solutions.  And  when  Elf  has 
substantial  borrowing  needs,  fast 


decisions  on  Chemical's  part  are 
instrumental  in  meeting  them. 

Rapid,  professional  solutions  are 
what  Andre  Gester  has  come  to 
depend  upon.  He  knows  he  has 
Chemical  bankers  with  financial 
expertise  who  are  farsighted  and 
responsive  to  his  company's  needs. 

While  theirs  is  a  professional 
relationship,  Andre  Gester  and  Ed 
O'Neal  will  tell  you  that  it  is  also  per- 
sonal and  rewarding.  That's  what  usu- 
ally happens  when  corporate  officers 
get  together  with  Chemical  bankers. 
And  what  results  is  bottom  line  bene- 
fits for  both  the  company  and  the 
bank. 


CkemicalBaivk 
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— Jung  Ho  Lee,  General  Manager 
Technical  Division 
Lucky  Petrochemical 


"Two  of  the  most  important 
fields  The  Lucky  Group  is 
working  in  these  days  are 
petrochemicals  and  fine 
chemicals. 


Before,  I  would  have  probably  said  simply 
chemicals  and  plastic  products.  But  now  Lucky  is 
getting  more  and  more  into  all  stages  of  production, 
starting  with  crude  oil  and  going  right  down  to 
finished  products.  That's  where  they're  headed  in 
the  eighties. " 

Actually,  most  people  would  associate  something  sim- 
pler and  more  commonplace  with  The  Lucky  Group.  Like 
soap  or  radios.  Or  their  neighborhood  chain  store. 

And  the  60,000  of  us  at  Lucky  put  as  much  into  making 
these  everyday  things  as  we  put  into  petrochemicals. 
Because  people  care  about  quality.  And  we  care  what 
they  think  about  us. 

We  know  that  this  concern  for  quality  works  to  our  ad- 
vantage, too.  We  have  shown  more  than  1 ,200%  growth 
in  the  past  six  years,  and  sales  last  year  amounted  to 
US$2.4  billion.  (FORTUNE  listed  us  as  146th  among  firms 
outside  the  US  and  second  in  Korea,  based  on  1 977 
figures.) 

There  are  other  important  fields  Lucky  is  working  in  that 
our  tech  manager  could  have  mentioned.  Like  develop- 
ment of  energy  resources.  Electronics  and  telecom- 
munications. Engineering  and  construction.  Or  marketing 
and  distribution.  And,  of  course,  research  in  these  and 
other  areas. 

But  most  of  all,  when  somebody  asks  you  what  you 
think  of  when  you  think  of  The  Lucky  Group,  we  want  you 
to  be  able  to  say,  "Quality  workmanship  and  quality 
products — from  60,000  people  who  care." 


Transforming  dreams  into  reality 

THE  LUCKY  GROUP 

For  further  information,  contact  Bando  Sangsa. 
The  trading  arm  of  The  Lucky  Group. 

BANDO  SANGSA  COMPANY,  LTD. 

282.  Yang-dong,  Jung-gu,  Seoul,  Korea 

C  P  O.  Box  1899  Seoul.  Korea  Phone  (777)  8950/9.  (23)9844 

CABLE  FOURCLOVER  SEOUL 

TELEX  BANDO  K27266  K27470  SEOUL 


□Lucky  Ltd.DGold  Star  Co.  Ltd  □  Gold  Star  CableDGold  Star  Tele-Electric □  Lucky  Continental  CarbonOLucky  Development  OGold  Star  ElectricDHee  Sung  IndustrialdKukje 
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A  POCKET  CALCULATOR  STOPWATCH  ALARM  CLOCK 

THAT  MAKES  MUSK 


It's  as  portable  as  a  candy  bar, 
and  even  thinner. 

Yet  Casio's  new  Melody-80  com- 
bines no  fewer  than  nine  separate  time- 
keeping functions,  the  talents  of  a 
sophisticated  electronic  calculator,  and  it 
entertains  you  with  Beethoven.  As  well 
as  your  own  immortal  musical  creations. 

And  you  can  be  among  the  first  to 
hiave  one  in  your  pocket,  simply  by 
picking  up  your  phone  and  ordering 
directly  from  The  Sharper  Image. 

II  2 -alarm  alarm  clock. 

As  a  start,  this  is  likely  to  be  the 
nost  useful  home  or  travel  timekeeper 
you've  ever  owned. 

With  ±  1 5  seconds  per  month 
quartz  accuracy,  it  displays  hours, 
minutes  and  every  second,  plus  the  day 
Df  the  week— in  crisp,  oversized  liguid 
crystal  digits.  It  also  gives  you  a  four 
:one  chime  on  the  hour,  if  desired. 

You  press  a  but- 
ton, and  there's  the 
date.  Incidentally,  its 
calendar  is  pro- 
grammed to  make 
automatic  end-of- 
month  adjustments 
for  the  next  120 
years. 

It  gives 
you  two  in- 
dependent 
alarm  systems; 
each  of  which  may 
oe  set  to  signal  you 


the  exact  second — from  1  second  to  24  hrs. 

Operating  continuously,  the  Melody-80 
performs  for  up  to  12  months  without  a 
battery  change  (replacements  are  avail- 
able from  any  jeweler  or  camera  store). 

Full  function  stopwatch 
plus  calculator. 

While  remarkably  compact,  no 
sacrifices  have  been  made  for  size. 

In  stopwatch  mode,  the  Melody-80 
times  events  to  the  nearest  1/10  second, 
up  to  24  indicated  hours  (and  beyond, 
with  automatic  start  over). 

It  tracks  elapsed  times,  laps  and  time- 
outs, even  1-2  finishes— a  feat  very  few 
stopwatches  can  accomplish. 

The  calculator  solves  your  toughest 
figuring  to  8  digits.  Provides  every  calcu- 
lator key  with  its  own  musical  note  to  re- 
mind you  entries  are  being  correctly  made. 


K  WM  —  1  2 

T "« """ 

<-»"<  c 
i  uo 

*  I  o 
t  I.U 

Mon    Tue    Wed  Tr 

fHMfft  ALAAM-1       ALARM -2  SET 

O  c_>  o 

PTABI/STO**         LAP  DATC  UMC 


19 

CB  H  1 

a  a  @ 

a 

1  q  eg 

Si  U 

m  -flu  I 

3  S3  CSS 

While  marvelously  compact  (4-1/2"  x  2-1/4"  x  5/16").  the  Melody-80  provides  an  ample 
amount  of  space  between  its  keys,  reducing  the  chance  of  making  incorrect  entries. 
Shown  approximately  3/4  actual  size. 

AM  or  PM  with  either  electronic  beeps 


or  20  seconds  of  classical  music.  (Alarm 
l  plays  Tarantella  Napoletana;  alarm  2, 
several  bars  of  Beethoven's  Filr  Elise. ) 

You  can  also  choose  between 
melody  or  beep  with  its  additional  count- 
down timer,  which  can  be  set  to  go  off  at 


It  works  with  plus  and  minus  num- 
bers, sguare  roots,  percentages,  dis- 
counts, mark-ups  and  more.  Even  solves 
mind  boggling  calendar  calculations, 
like:  "What  day  of  the  week  falls  on 
January  1,  1982?" 

And  your  calculations  don't  even 


interrupt  clock  or  stopwatch  functions 

Ready,  Maestro? 

As  you  must  have  figured  out  by 
now,  the  Melody-80  doesn't  confine  its 
genius  to  strictly  serious  business. 

By  flicking  the  upper  right-hand 
switch,  you  convert  its  calculator  buttons 
into  music  keys,  a  full  1 1  note  scale  from 
AtoD. 

Entertain  your  friends  with  clean, 
synthesizer  style  sounds.  Play  anything 
from  boogie  to  Bach.  Tunes  can  even  be 
amplified  with  a  microphone  and  home 
stereo  for  surprisingly  rich  tones. 

Ready  for  an  encore?  Simply  touch 
the  I  =  I   button  and  hear  your  creation 
repeated  in  a  rapid,  even  rhythm. 

Applaud.  Or  get  your  money  back. 

This  new  everything-in-one  instru- 
ment is  only  $49.50.  Which  includes 
complete  instructions,  carrying  case, 
desk-top  stand,  batteries,  one-year  manu- 
facturer's warranty  and  convenient  serv- 
ice by  mail,  if  needed.  Plus,  The  Sharper 
Image's  own  two-week  return  privilege. 

If  it's  not  the  most  superb  calculator 
you've  ever  seen,  just  send  it  back  as  new 
for  a  complete  and  courteous  refund,  no 
questions  asked.  And  we  really  mean  it. 

ORDER  NOW  TOLL-FREE. 

For  fastest  delivery,  credit  card 
holders  may  use  our  toll-free  ordering 
number.  Or  send  check  for  $49.50 
plus  $  1 .50  delivery.  Add  $2.97  tax  in 
California. 

(800)  227-3436 

In  California  (800)  622-0733 

THE  SHARPER  HUGE 

260  California  St.,  Depf  CM— 027 
San  Francisco,  C A  94111 
(415)788-4747 

©  1979  The  Sharper  Image 


How  Johnson  Controls  gives  Helmut  Herbrec 


What  did  you  need  to  get  control  of? 

A  lot.  A  26-story  tower  with  1015  rooms  and  suites.  A 
dinner-theater  seating  1800  with  the  world's  largest'stage. 
A  jai  alai  fronton.  50  bowling  lanes.  An  arcade  with  over 
40  shops.  Two  movie  theaters.  Seven  restaurants.  And  a 
gaming  casino  big  as  two  football  fields.  It  all  adds  up 
to  1.6  million  square  feet.  There  are  buildings  within 
buildings  here.  It  takes  a  lot  of  control. 


Helmut  Herbrechtsmeier 
Administrative 
Director- Engineering 
MGM  Grand  Hotel-Reno 


How  did  you  get  total  control? 

With  a  Johnson  Controls  JC/80  computer.  Johnson 
Controls  worked  with  us  from  the  beginning.  They 
designed,  built,  installed,  and  tested.  They  ran  IV2 
m  illion  feet  of  wire.  HVAC  has  106  zones  plus  about 
350  thermostats.  Firesafety  has  116  manual  pull  stations, 
50  water  flow  sensors,  235  smoke  zones,  and  a  detector  in 
every  hotel  room.  We  have  52  paging  zones,  plus  a 
lifesafety  speaker  in  every  room — 2050  speakers  in  all 
And  our  JC/80  monitors  and  controls  everything. 


Sounds  expensive. 

Not  when  you  look  into  it.  Of  course,  lifesafety  comes  first,  and  this 
building  has  got  to  be  as  safe  as  you  can  get.  Comfort,  too,  is  important. 
And  we  don't  stint  on  that.  But  we  can  count  up  real  savings,  too.  For 
the  first  three  months  we  ran  many  of  our  public  rooms  without  using  the 
JC/80.  But  with  the  computer,  we  found  we  saved  two  or  three  thousand 
dollars  a  month.  Another  thing,  we  have  44  full-time  maintenance 
engineers.  Without  the  JC/80,  we  would  need  56.  That  saves  us  about 
a  quarter  of  a  million  dollars  a  year.  Extensive  as  it  is,  this  system 
is  going  to  pay  for  itself  in  less  than  three  years. 

Were  there  any  special  problems? 

One  big  problem.  The  building  was  fast-tracked. 
Ordinarily  it  would  take  2V2  years  to  build.  We  built 
it  in  just  16  months.  And  we  had  to.  We  had  advance 
commitments,  a  hotel-full  of  people  coming.  The  Reno  Fire 
Department  came  in  here,  pulled  the  plug  on  the  building, 
and  tested  the  entire  fire  system  using  just  the  emergency 
generators.  We  had  our  fingers  crossed,  but  it  worked 
a  charm.  We  really  thank  Johnson  Controls  for  that. 


Would  you  call  on  Johnson  Controls  again? 

You  bet.  You  can't  run  a  building  like  this  out 
of  your  hip  pocket.  The  computer  is  here  to 
stay.  And  with  all  the  things  that  could  go 
wrong  here,  nothing  has.  Johnson  Controls  did 
a  great  job  for  us,  under  hurried  circumstances. 
They  did  the  whole  job  right. 


HNSON 

The  total  control  company 


J 

CONTR 


Your  single  source  for  design,  manufacture,  installation,  and  service  of  automated  building  controls.  Proprietary  or  time-shared. 
Energy  management,  heating,  air  conditioning,  fire  management,  security,  and  communications.  r1979  Johnson  Controls,  Inc. 


leier  total  control  of  MGM  Grand  Hotel -Reno. 
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"Check  it 
with  Ruth" 


PAID  CIRCULATION  OVER  670,000 


FOUNDED  1917  BY  B.C.  FORBES  (1880-1954) 


On  a  warm  day  in  June,  almost  pre- 
cisely 25  years  ago  from  the  date 
of  this  issue,  a  willowy  young  lady 
of  27  joined  Forbes'  editorial  staff.  The 
magazine,  which  then  had  a  circulation 
of  only  110,000,  was  beginning  its  long 
climb  back  after  the  setbacks  of  the  De- 
pression and  World  War  13;  Ruth  Meyer 
(now  Mrs.  Charles  Gruenberg),  a  gradu- 
ate of  New  York  University,  was  our  first 
editorial  researcher.  Within  six  months 
she  was  put  in  charge  of  our  growing 
research  and  statistical  operations  and 
editorial  administration  as  well. 

Ruth  Gruenberg  was  career  oriented 
long  before  Women's  Lib,  and  she  recalls 
that  early  on  she  had  to  put  up  with  a 
certain  amount  of  patronizing  from  her 
male  associates.  She  remembers  protest- 
ing when  the  editors  accompanied  an 
article  about  a  prominent  woman  with  a 
photo  of  the  woman  as  a  bathing  beauty 
20  years  before.  "They  ran  the  picture, 
anyway,"  she  recalls,  "but  I  did  badger 
them  into  making  the  caption  a  bit  less 
snide."  In  her  quiet  but  persistent  way, 
Ruth  helped  raised  our  consciousness 
over  the  years. 

She  is  today  a  key  editor.  She  rides 
herd  on  Fact  &  Comment,  supervises  the 
Money  &  Investment  section  and  is  re- 
sponsible for  the  Research  department. 
But  you  can't  describe  her  role  that  neat- 


ly. This  veteran  senior  editor  has  a  ran 
combination  of  personal  warmth  an< 
professional  proficiency,  and  whenever  t 
problem  arises  in  the  department,  th< 
call  frequently  goes  up:  "Check  it  witl 
Ruth."  It  usually  gets  fixed. 

Most  of  the  young  people  hired  at  thii 
magazine  must  first  pass  muster  witl 
her.  A  few  years  ago  while  making 
speech  to  an  advertising  organization 
she  described  her  personal  philosophy: 
enjoy  responsibility,  and  a  consciousnesi 
of  growing,  of  learning,  is  a  necessity  fo; 
me."  Over  the  years  she  has  learned  tc 
look  for  and  to  recognize  that  same  sparl- 
in  others;  her  almost  uncanny  good  judg 
ment  in  hiring  young  men  and  womer 
speaks  for  itself  in  the  large  number  whe 
have  gone  on  to  bright  careers  at  Forbes 
and  elsewhere. 


Pleasant 
postscript 

As  almost  any  magazine  veterar 
will  tell  you,  a  writer  usually  fin 
ishes  a  major  story  so  replete 
with  his  subject  that,  for  a  while,  he| 
would  be  happy  if  he  never  heard  of  the 
subject  again.  But  not  Senior  Editoi 
Robert  J.  Flaherty,  and  Reporter/Re- 
searcher Richard  Greene,  who  late  last 
month  enjoyed  a  pleasant  aftermath  to  a 
major  article  on  which  they  collaborated 
in  the  Dec.  11,  1978  issue  of  Forbes. 
The  article,  "Oxy  vs.  Mead:  the  big  one 
of  78,"  won  the  $5,000  first  prize  for 
magazines  in  the  1978  Media  Awards 
for  Economic  Understanding.  Sponsored 
by  Champion  International  Corp.  and 
administered  by  Dartmouth  College's 
Amos  Tuck  School  of  Business  Admin- 
istration, the  award — for  a  "comprehen- 
sive report  of  today's  corporate  merger 
struggles" — was  one  of  two  dozen  given 
in  newspaper,  magazine  and  broadcast 
categories. 

We  don't  know  what  was  in  the 
judges'  minds  when  they  awarded  this 
prize,  but  we  suspect  they  recognized 
that  we  were  cutting  through  self-serving 
hyperbole  and  getting  at  underlying  facts 
and  tactics  involved  in  what  may  be  to- 
day's most  important  business  story:  the 
takeover  wave.  The  basic  facts  are  these: 
1)  Most  major  U.S.  corporations  sell  in 
the  stock  market  today  at  a  fraction  of 
their  value  as  going  businesses,-  2)  take- 
overs offer  one  of  the  few  ways  stock- 
holders can  realize  anything  like  an  in- 
stant fair  price  for  their  stock.  It's  a  com- 
plex argument  and  the  choices  aren't 
simple  ones  in  these  dogfights. 
Thank  you,  Media  Awards  judges. 
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35%  OFF. 

Introducing  the  Savin  790  Reduction  Copier. 


Savin's  new  790  reduction  copier 
does  more  than  shrink  your  paper- 
work. It  also  expands  the  dimensions 
of  reduction  copying. 

Which  should  be  no  surprise.  Ev- 
eryone has  learned  that  Savin  copiers 
do  a  lot  more  than  the  copiers  that 
came  before. 

Savin  isn't  easily  satisfied. 
The  790  can  reduce  originals  as  large 
as  11x17  (which  includes  computer 
print-outs),  down  to  814x11. 

But  Savin  wasn't  satisfied. 

So  the  790  is  also  a  large  docu- 
ment copier  -  making  11x17  copies 
from  11x17  originals -even  from  three 
dimensional  objects. 

But  Savin  still  wasn't  satisfied. 

So  the  790  is  also  a  lightning-fast 
tabletop  copier,  yielding  its  first  copy 
within  5  seconds.  Letter  size  copies 
follow  at  28  a  minute. 

It  took  a  reduction  machine  that 

"  Savin  and  .Savin  logotype  are  registered  trademarks  of  Sav 
*IBM  is  a  registered  trademark  nf  International  Business  M 


does  all  that,  to  satisfy  Savin. 

Size  it  up.  It's  a  Savin.  The  790 

is  Savin's  newest  machine,  but  it  still 
has  all  the  features  that  Savin  copiers 
are  renowned  for. 

An  electronic  brain  scans  each 
original,  insuring  dense  black  on  clear 
white  copies. 

The  brain  is  invaluable  at  making 
reduction  copies,  because  it  keeps  the 
smaller  type  crisp  and  clean.  We've 
seen  the  way  some  of  our  competitors 
reduce -their  copies  resemble 
connect-the-dots  puzzles. 

You'll  find  Savin's  short  12"  paper 
path  so  foolproof,  jams  will  be  the  ex- 
ception, not  the  rule. 

Go  to  reduction  from  full-size  by 
pressing  a  button.  And  changing  pa- 
per size  is  just  as  simple:  merely  flip  a 
lever.  And  you  can  easily  load  the  cas- 
settes with  a  total  of  600  sheets. 

You  can  see  why  Savin  is 


placing  more  of  its  family  of  copiers 
than  Xerox  and  IBM  combined. 

And  we  think  our  790  is  going  to 
help  us  do  even  better.  Because  when 
Savin  takes  35%  off,  American  busi- 
ness has  really  got  itself  a  bargain. 

j~SAVIN  CORPORATION. Valhalla,  N.Y.  10595~" ' 

|  Please  provide  additional  information  on: 

|  □  The  Savin  790  Reduction  Copier  F9611 

|  Name/Title  

I  Firm  


|  Telephone. 

|  Address  

|_City   


 State  Zip 


sai/m 


in  Corporation. "Xerox  is  a  registered  trademark  of  Xerox  Corporation, 
achines  Corporation.  01979  Savin  Corporation,  Valhalla.  N.Y.  10595. 


How  do  you  put  together 
$75,000,000  for  a  new 
paper  mill  in  Georgia? 

Ask  Chicago's  Bank. 

The  project:  a  joint  venture  to  build  the  first  major  newsprint  mill 
constructed  in  this  country  in  more  than  a  decade.  A  mill  that  would 
recycle  used  newsprint. 

The  price:  over  $125  million,  $75  million  to  come  from  outside 
financing. 

The  problem:  no  single  approach  seemed  to  fit  the  financing  need. 
Because  the  partners  in  the  project— Cox  Enterprises,  Knight-Ridder  and 
Media  General— were  significantly  different  in  size  and  financial  structure. 

That's  where  First  Chicago's  Communications  and  Forest  Products 
Group  came  in. 

Our  industry  specialists  were  already  working  with  one  of  the  companies 
and  calling  on  the  other  two.  And  since  our  20-person  media  group  is 
vertically  integrated,  we  knew  their  business  from  the  ground  up— from 
forest  products  to  newsprint  to  newspapers  to  broadcasting. 

So  they  asked  Chicago's  Bank.  First  Chicago  developed  a  credit  proposal 
with  three  pricing  and  repayment  alternatives,  one  for  each  company's 
requirements.  Later,  we  were  able  to  meld  the  three  alternatives  into  one 
that  satisfied  all  three  companies. 

First  Chicago  committed  to  the  full  $75  million.  Then,  acting  as  agent, 
we  took  $33  million  and  arranged  for  the  partners'  13  other  banking 
relationships  to  participate  in  the  remainder. 

Result:  the  mill  will  be  completed  this  year.  It' s  currently  under  budget 
and  ahead  of  schedule.  And  this  new  source  of  newsprint  will  save  energy, 
conserve  natural  resources,  and  help  reduce  pollution.  That's  good  news 
for  everybody. 

If  you  need  $75  million  to  build  a  paper  mill,  $20  million  to  buy  a  TV 
station,  or  financing  for  any  media-related  project,  call  Bill  Lear,  Vice 
President,  Communications  and  Forest  Products  Group,  at  (312)  732-6950. 

Whatever  your  business  interests,  from  communications  to  agriculture  to 
petroleum  and  more,  First  Chicago  can  help.  In  America,  or  anywhere 
else  in  the  world,  ask  Chicago's  Bank. 


FIRST  CHICAGO 

The  First  National  Bank  of  Chicago 


Chicago  •  Atlanta  •  Baltimore  •  Boston  •  Cleveland  •  Houston  •  Kansas  City  •  Los  Angeles  •  New  York  •  San  Francisco 


i    1979  The  First  National  Bank  of  Chicago.  Member  F.D.I. C. 


Trends 


Edited  By  John  A.  Conway 


Where's  teacher? 

Schoolteachers,  according  to  their 
bosses,  are  getting  as  bad  as  pupils  about 
cutting  classes.  Studies  in  New  York,  Illi- 
nois, Indiana,  California  and  Nevada,  the 
National  Association  of  Secondary 
School  Principals  says,  "demonstrate  a 
dramatic  increase  in  teacher  absentee- 
ism." Among  the  findings  cited:  After 
collective  bargaining  legislation  passes, 
teachers  begin  using  paid  sick  leave  as 
vacation  time;  Fridays  and  Monays  are 
the  favorite  times  for  playing  hooky;  age, 
sex,  salary  and  marital  status  have  no 
measurable  effect  on  teacher  absences. 
The  no-shows  are  expensive,  principals 
complain,  because  unlike  other  workers, 
teachers  must  be  replaced  by  paid  substi- 
tutes. In  rebuttal,  the  two  major  teacher 
organizations,  the  National  Education 
Association  and  the  American  Feder- 
ation of  Teachers,  say  they  have  no  evi- 
dence of  increased  absenteeism.  And  if  it 
is  growing,  they  add,  it  could  be  because 
teachers  are  upset  over  being  forced  to 
handle  large  classes  and  violence  in  the 
schools. 


Who's  old? 

Some  of  Hollywood's  most  durable  monu- 
ments have  found  a  new  use  for  their 
familiar  faces — TV  commercials  for  Cali- 
fornia's legion  of  savings  and  loan  compa- 
nies. First  to  tread  this  new  stage  was 
John  Wayne,  now  72,  who  started  selling 
on  TV  for  Great  Western  S&L  late  in  1977 
and  earned  $350,000  for  his  work  in  1978. 


Last  summer  an  even  older  star,  George 
Burns,  83,  sold  his  songs-and-patter' rou- 
tine to  Brentwood  S&L.  Burns  keeps  his 
salary  to  himself  but  his  three-year  con- 
tract is  in  the  same  neighborhood  as 
Wayne's.  A  third  veteran,  76-year-old  Bob 
Hope,  is  working  for  California  Federal  in 
TV  spots  modeled  on  the  "road  to"  movie 
classics  he  created  with  the  late  Bing 
Crosby.  Harry  Von  Zell,  whose  broadcast- 
ing credits  go  back  to  the  Fred  Allen  and 
the  George  Burns  and  Gracie  Allen  pro- 
grams, and  durable  actor  Eddie  Albert,  71, 
have  also  signed  up  as  pitchmen  for  S&L 
advertisers.  Why  the  trend?  The  big  S&Ls 
found  that  the  stars  of  the  past  had  a 
future  because,  in  addition  to  being 
household  words,  they  have  a  special  ap- 
peal among  older  adults,  a  prime  market 
for  the  savings  associations. 


The  changing  scene 

The  next  twenty  years  will  bring  radical 
changes  on  the  American  scene  if  new 
figures  from  the  U.S.  Census  Bureau  are 
any  guide.  The  numbers  show,  for  in- 
stance, that  enrollment  in  schools  and 
colleges  dropped  by  1.4  million  last  fall, 
with  the  first  significant  decline  in  new 
high  school  students  since  the  baby 
boom  ended  in  the  1960s.  These  figures 
alone  presage  more  school  and  college 
closings  and  more  teachers  selling  insur- 
ance; less  political  attention  to  "youth" 
issues  like  education  and  recreation  and 
more  to  the  wants  of  middle-aged  and 
older  voters;  possible  changes  in  Social 
Security  rules  to  wipe  out  benefits  for 


retirement  at  62  and  to  put  off  regulai 
payments  from  age  65  to  67  or  68;  and 
fierce  competition  among  businessmen 
for  the  smaller  pool  of  young  talent. 
Women  have  contributed  some  of  the 
surprises  in  the  Bureau's  findings.  Nurs- 
ery schools,  for  example,  are  getting 
more  pupils  despite  the  smaller  number 
of  children  in  that  age  bracket,  largely 
because  of  the  sharp  rise  in  the  number 
of  working  women.  The  return  of  older 
women  to  the  campus  is  also  one  expla- 
nation of  why  the  drop  in  college  popula- 
tion has  been  mainly  among  men. 


The  future  book  on  taxes 

Balancing  the  federal  budget  is  the  num- 
ber one  priority  for  next  year,  congres- 
sional chieftains  say,  but  after  that  they 
part  company.  Oregon's  Al  Ullman, 
chairman  of  the  House  Ways  &  Means 
Committee  (where  tax  legislation  starts), 
insists  that  achieving  the  balance  rules 
out  any  major  tax  cut.  New  York  Repre- 
sentative Barber  Conable  Jr.,  the  ranking 
GOP  member  of  Ullman's  committee, 
says  there  definitely  will  be  a  cut  for  the 
1981  budget,  probably  around  $20  bil- 
lion— about  the  size  of  the  reduction  that 
takes  effect  this  year.  On  the  other  side 
of  Capitol  Hill,  Louisiana's  Russell  Long, 
chairman  of  the  Senate  Finance  Com- 
mittee, says,  "I  don't  see  where  we're 
going  to  find  the  money"  for  a  general 
income  tax  slice.  He  agrees  with  Ullman 
that  balancing  the  budget  will  come  first 
but  Long's  second  priority  will  be  a  cut  in 
Social  Security  taxes,  which  are  due  to  go 
from  6.13%  now  to  6.65%  on  Jan.  1, 
1981.  President  Carter  hasn't  committed 
himself  on  the  subject  but,  with  1980  an 
election  year,  Washington  will  be  more 
than  surprised  if  he  doesn't  propose 
some  kind  of  tax  relief.  Conable,  for  one, 
predicts  that  the  White  House  will  rec- 
ommend freezing  the  Social  Security 
levy  at  its  present  level. 


Arabs  vs.  Egypt 

Even  before  State  Secretary  Cyrus  Vance 
flew  off  to  try  to  calm  the  war  of  words 
between  Egypt's  President  Anwar  Sadat 
and  his  financial  godfathers  in  Saudi  Ara- 
bia, the  word  in  Washington  was  that 
the  rulers  in  Riyadh  had  quietly  let  it  be 
known  that  their  condemnations  of  Cai- 
ro were  more  bark  than  bite.  Most  of 
their  billingsgate  against  Sadat,  the  Sau- 
dis indicated,  was  really  intended  to  sat- 
isfy Arab  firebrands  like  Yassir  Arafat, 
the  head  of  Israel's  implacable  foe,  the 
Palestine  Liberation  Organization.  Even 
scrapping  a  planned  billion-dollar  arms- 
manufacturing  complex  in  Egypt,  which 
the  Saudis  were  to  finance,  is  not  all  that 


)RNIA  FEDERA 


Comedian  Rob  Hope  takes  to  still  anotlier  road 

The  old-timers  have  found  a  new  way  to  stay  in  the  big  time. 
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MAI  presents  the 
world's  second  greatest  writer. 


If  William  Shakespeare,  the 
world's  greatest  writer,  could  be 
interviewed  today  you  might  hear 
something  like  this: 

Interviewer:  Sir,  what  would  you 
write  about  today? 
WS:  About  two  plays  a  week. 
Int.:  How  could  you  do  that? 
WS:  I  would  use  MAI's  extraordi- 
nary Wordstream™  word  processing 
system. 

Int.:  But  isn't  that  for  speed  and 
accuracy  in  business  com- 
munications? 

WS:  Yea,  verily  — but  it  beats  a  quill 
pen!  It's  the  system  that  works  with 


push-button  simplicity  to  help 
writers,  as  well  as  businessmen, 
avoid  a  comedy  of  errors.  Your 
completed  work  is  always  perfect, 
so  all's  well  that  ends  well. 
Int.:  Then  you  would  call  MAI's 
Wordstream  system . . .  ? 
WS:  . . .  the  world's  second  greatest 
writer! 

Thank  you,  Mr.  Shakespeare,  but 
simplifying  computer  technology 
for  business  is  really  what  MAI  is 
all  about. 

Our  Basic  Four®  computer 
systems  are  acclaimed  for  their 
simplicity  of  operation  by  small  and 


large  businesses  alike,  the  world 
over. 

Our  Sorbus  subsidiary,  thanks  to 
innovative  and  simplified  techniques 
for  the  repair  and  maintenance  of  all 
types  of  data-processing  equipment, 
has  become  the  nation's  largest 
third-party  computer  service  network. 

If  you  would  like  to  know  more 
about  the  MAI  companies,  and  the 
extent  of  our  manufacturing,  sales 
and  service  operations  here  in 
the  U.S.  and  in  over  30  countries 
internationally,  please  send  for  our 
Annual  Report  and  other  literature. 


It  takes  a  smart  company  to  make  computer  technology  simple. 


Management  Assistance  Inc  /300  East  44th  Street/New  York  NY  10017 


The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation   •  Sorbus  Inc. 
Wordstream  Corporation  •  Wordstream  Products  Corporation 


Bank  manager  Fran  Fuchs  has  a 
neighborly  rapport  with  many  of  her 
customers.  She  also  has  friendly  feelings 
for  TV  Guide's  writers.  "You  feel  that 
they  are  very  human"  she  says.  "I  do 
find  myself  discussing  TV  Guide  articles 
with  customers.  The  articles  are  very 
interesting  and  I  do  like  the  style  of 
writing'.' 


Dick  Felker  heads  the  Downtown 
Area  Council  of  the  Atlanta  Chamber  of 
Commerce.  About  TV  Guide,  he  says, 
"TV  Guide  gives  good  insights  into 
very  timely  topics.  Violence,  for 
example.  I've  never  had  the  feeling  they 
were  trying  to  slant  it  all  one  way.  It 
seems  to  be  pretty  objective'.' 

Perry  Morris,  insurance  man  and 
avid  golfer,  told  us,  "TV  Guide  is 
getting  more  into  writing  about  the 
politics  and  sociological  aspects 

of  tv.  It's  interesting  to  me  because 
television  is  my  main  source  of  news, 
entertainment  and  relaxing,  other  than 
playing  golf.  TV  Guide  gives  me  some 
little  insights  and  background  on  things 
that  I'm  seeing  on  tv'.' 


"I  feel  that  any  time  you  can  get  to 
forty  or  fifty  million  people,  ifs  an 
advertising  dollar  well  spent£'  says 
Terry  Brantley,  owner  of  one  of  the 
nation's  largest  Lincoln-Mercury  dealer- 
ships. "Every  time  you  pick  that  TV  Guide 
up,  you're  going  to  run  across  that  piece 
of  advertising'.' 


Most  Americans  can  feel  the  impact  of  television  on  their 
lives.  And  they  want  to  know  more  about  it. 

That's  why  over  43  million  adults  make  a  point  of  reading 
TV  Guide  every  week. 

We  respond  to  their  concern  with  authoritative  writing  that's 
earned  their  trust;  and  we  do  it  with  style. 

America  reads 


TV  Guide*  and  the  TV  Guide  logo  are  registered  trademarks  ol  Triangle  Publications,  Inc 


cord': 


What  attracts  people 
to  a  magazine?  And  keeps 
them  coming  back  week 
after  week?  This  is  what 
some  of  TV  Guide's  readers 
in  Atlanta  had  to  say. 


Spurgeon  Richardson, 
Director  of  Marketing  for  the  Six 
Flags  Over  Georgia  theme  park, 
takes  a  personal  and  professional 
interest  in  TV  Guide.  He  says, 
"TV  Guide  is  the  most  credible 
publication  as  it  relates  to  what's 
going  on  in  television.  When  you 
see  something  in  TV  Guide, 
you  believe  it.  It  gives  a  much 
more  in-depth  perspective 
of  the  entertainment  busi- 
ness and  what's  going 


know 


Advertisers  understand  that  kind  of  environment  as  an 
I  opportunity. .  .to  reach  people. .  .to  sell  products. .  .to  get  the  most 
j  out  of  an  advertising  dollar. 

That's  why  last  year  advertisers  invested  more  ad  dollars  in 
TV  Guide  than  in  any  other  magazine,  ever. 

Sell  to  America  in  America's  best  selling  magazine 


TV  Guide. 


TV 

GUIDE 


TRIANGIE  PUBLICATIONS  INC 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 
The  offer  is  made  only  by  the  Prospectus. 


$75,000,000 

Smith  International,  Inc. 

9.85%  Debentures  Due  2004 

Interest  payable  May  15  and  November  15 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
uyidersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  ia«>s  of  such  State. 


MORGAN  STANLEY  &  CO. 

Ittrorpvratrd 

THE  FIRST  BOSTON  CORPORA  TION    GOLDMAN,  SACHS  &  CO.    LEHMAN  BROTHERS  KL'HN  LOEB 


MERRILL  LYNCH  WHITE  W  ELD  CAPITAL  MARKETS  GROUP 

Memll  l.unrh.  Cirrce .  e'enner  A  \m,(/i  Inrorpo, alcd 


SALOMON  BROTHERS 


B  ACHE  H  ALSEY  STUART  SHIELDS     HE AR,  STEARNS &C0.     BLYTH  EASTMAN  DILLON &C0. 

Incorporated  Incorporated 

DILLON,  READ  &  CO.  INC.     DREXEL  III) RN HAM  LAMBERT     E.  F.  HUTTON  &  COMPANY  INC. 

Incorporated 

KIDDER.  PEABODY  &  CO.     LAZARD  FRERES  &  CO.     LOEB  RHOADES,  HORNBLOWER  »  CO. 

Incorporated 

PAINE.  WEBBER. JACKSON  &  CURTIS  SHE  ARSON  HA  YDEN  STONE  INC. 

Inrorpornttd 

SMITH  BARNEY.  HARRIS  UPHAM  &  CO. 
WERTHEIM  *  CO.,  INC. 

May  IS,  ir>79 


WARBURG  PARIBAS  BECKER 

Incorporated 


DEAN  WITTER  REYNOLDS  INC. 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  Enter 
your  new  address  on  this  form  and  return  it 
with  a  recent  mailing  label  from  the 
magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on  this 
form  and  check  the  subscription  you  prefer. 
□  1  year  $24.00  □  3  years  $48.00  (the 
equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Canbbean  orders,  add  $5 
a  year;  other  foreign,  add  $12  a  year 
Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Trends 


significant,  at  least  to  U.S.  military  cir 
cles.  Dissolving  this  enterprise,  o 
course,  won't  do  Sadat's  economy  an1 
good  and  it  outraged  the  British  (whi 
were  involved  in  a  deal  to  manufactur 
missiles  and  helicopters)  and  the  Frencl 
(who  were  to  help  with  a  jet-plane  proj 
ect).  But  the  Egyptian  army,  still  the  onl 
really  viable  Arab  fighting  force,  will  no 
be  affected,  with  the  U.S.  readying  a  bil 
lion-dollar  rearming  for  Sadat's  forces 
The  real  purpose  of  the  now-scrappe< 
arms  project  in  Egypt  was  to  create  sorrn 
way  to  offset  the  present  situation 
where  the  Arab  countries  are  totally  de 
pendent  on  outsiders  for  their  weapons. 


Lose  one,  win  one 

Japan  may  have  bowed  to  charges  that  i 
was  dumping  steel  on  the  American  mar 
ket  but  Tokyo's  cutbacks  on  shipment 
to  the  U.S.  haven't  really  hurt  its  steel 
makers.  During  the  year  ending  Marcl 
31,  1979,  Japan's  steel  exports  to  thi: 
country  did  drop  more  than  21%,  to  5.i 
million  metric  tons,  compared  with  7.c 
million  tons  the  year  before,  partly  as  ; 
result  of  the  "trigger  price"  system  in 
stalled  by  Washington  a  year  ago.  Mean 
time,  however,  Japanese  steel  exports  tc 
China  climbed  almost  40%  to  a  recorc 
high  of  6.1  million  tons,  making  the  PeO' 
pie's  Republic  Tokyo's  number  one  cus 
tomer  for  the  metal.  Yoshihiro  Inayam; 
headed  the  group  that  worked  out  a  $2( 
billion  deal  between  China  and  Japan  las 
year  under  which  Tokyo  agreed  to  long 
term  purchases  of  Chinese  coal  and  oil  ir 
return  for  massive  steel  orders.  Inayam: 
is  chairman  of  Japan's  biggest  steel 
maker,  Nippon  Steel  Corp. 


Meanwhile,  at  the  farm 

Gasoline  is  getting  the  headlines,  bu 
milk  is  giving  the  White  House  inflatior 
fighters  just  as  much  indigestion.  Foi 
more  than  a  year,  milk  prices  have  beer 
going  up  by  1  %  a  month,  and  no  end  is  ir 
sight.  With  beef  prices  sky-high,  dair) 
farmers  have  been  selling  cows  for  butch 
ering.  Federal  price  supports,  which  are 
more  or  less  tied  to  inflation,  help  keep 
milk  prices  high  even  during  May  anc 
June,  the  peak  production  months.  One 
estimate  is  that  dairy  price  rises  have 
cost  consumers  an  extra  $3  billion  ovei 
the  past  year  for  milk  and  other  dair) 
items.  Prices  do  vary  from  area  to  area 
usually  moving  up  in  relation  to  a  mar 
ket's  distance  from  Wisconsin,  with  the 
lowest  tags  in  the  upper  Midwest.  The 
President's  Council  on  Wage  &  Price  Sta 
bility  has  asked  several  hundred  dairies 
for  details  on  how  much  their  milt 
prices  have  risen — and  why.  ■ 
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Is  your  office 
buckling  under 
its  paperload? 


^  1 

-mnrti™' 

MAILING  SCALE,  FOLDER-INSERTER,  MAILING  SYSTEM 


Let  Pitney  Bowes  speed  up  the  mail  and  paper  handling 
that's  slowing  down  your  business. 

When  you  think  about  it,  paper  is  the  lifeblood  of  every  office. 
When  the  flow  stops,  everything  stops.  When  the  flow  slows,  your  whole 
organization  suffers. 

To  keep  that  paper  flowing,  you  have  to  collate  it,  fold  it,  stuff  it, 
address  it,  copy  it,  weigh  it,  seal  it  and  apply  postage. 

And  that's  where  we  come  in.  With  systems  and  ideas  that  can  help. 
With  machines  that  are  faster  and  more  accurate  than  the  old  ways 
of  doing  things.  Look.  If  your  people  are  still  doing  all  these  jobs 
by  hand,  instead  of  tending  to  more  important  work,  you  know  there  must 
be  a  better  way.  And  we  know  we  have  it. 


For  full  information,  write  us  Pitney  Bowes,1 747  Pacific  Street,  Stamford,  Connecticut  06904, 
or  call  toll  free  any  time  800-243-5000  (In  Connecticut  1-800-882-5577.)  Over  600  sales  or  service 
points  throughout  the  U.S.  and  Canada.  Postage  Meters,  Mailing  Systems,  Copiers,  Labeling 
and  Price  Marking  Systems. 


HP  Pitney  Bowes 


Follow-Through 


SAVE  MONEY 
SPRAY  YOUR  OWN  ROOF 


Save  the  exorbitant  cost  of  outside  contrac  - 
tors. The  Randustrial®  Do-lt-Yourself  Roof 
Spray  Process  lets  your  men  do  the  work 
using  our  equipment  and  proven  procedures. 
Don't  lose  valued  employees  by  laying  them 
off  if  things  are  slow.  Let  them  spray  your 
roof  and  save.  Free  64  page  1979  Roofing  and 
Maintenance  Catalog  gives  the  details. 

NAME  

TITLE  

COMPANY  . — 

ADDRESS  

CITY  


STATE,  ZIP- 
TEL.  NO. 


(area  code) 


( number) 


I!  J|  Randustrial, 
I  Hi     fl|  Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave./Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 


Unjailed  crook 

Eight  years  ago,  when  Forhf.s  first 
turned  its  attentions  to  C.  Arnholt  Smith 
(At4f>.  15,  1971),  the  California  high  roller 
had  a  clean  slate  and  a  full  plate.  "Mr.  San 
Diego  of  the  Century,"  as  a  local  paper 
had  dubbed  him,  was  a  crony  and  politi- 
cal patron  of  the  President  of  the  U.S.;  he 
was  chairman  and  principal  owner  of  a 
bank  with  assets  of  almost  $700  million 
and  of  a  $215  million  conglomerate;  he 
owned  the  San  Diego  Padres  baseball 
team  and  scores  of  private  companies. 
Behind  these  trappings,  however,  Forbks 
found  signs  of  trouble.  The  Internal  Rev- 
enue Service  was  reported  probing  the 
skeins  of  interlocking  deals  among 
Smith's  various  enterprises.  Local  taxi 
companies  were  complaining  about  his 
monopoly  of  cabs  at  Los  Angeles,  San 
Francisco  and  other  major  California  air- 
ports. His  conglomerate,  Westgate-Cali- 
fornia,  hadn't  paid  a  dividend  in  three 
years.  Did  we  realize  he  was  a  crook? 
Alas,  no,  but  we  smelled  a  rat. 

Four  years  later,  when  Fobbks  took 
another  reading  (Au$>.  15,  1975),  the 
message  was  clear:  Smith  was  a  crook. 
His  bank,  U.S.  National,  had  collapsed 
in  1973;  so  had  Westgate.  Arnie  Smith 
had  just  been  tried  and  convicted  of 
what  his  bankruptcy  trustees  called 
"one  of  the  largest  systematic  lootings 
of  a  public  company  ever  recorded  in  the 
history  of  this  country."  (He  pleaded  no 
contest.)  His  political  champion,  Rich- 
ard Nixon,  was  already  in  disgrace  at  his 
San  Clemente  redoubt.  The  Padres  be- 


longed  to  hamburger  king  Ray  Kroc. 

At  his  sentencing  in  July  1975,  Smith 
had  sobbed  that  he  was  too  sick  and  too 
old  for  jail  (he  was  76).  The  federal  judge 
on  the  case  then  handed  him  what 
Forbks  called  "the  merest  slap  on  the 
wrist,"  a  $30,000  fine  to  be  paid  off  at 
$100  a  month  over  25  years — with  no 
interest.  Smith  took  a  pleasure  cruise  the 
next  day  on  his  65-foot  yacht. 

His  troubles  were  not  over.  In  Decem- 
ber of  the  year  of  the  wrist-slap,  Smith 
was  indicted  by  a  California  county 
grand  jury  on  58  counts  (later  raised  to 
64)  of  theft,  fraud,  forgery  and  state  tax 
evasion.  His  respected,  high-powered 
lawyer,  Thomas  R.  Sheridan,  in  two  and 
a  half  years  of  pretrial  maneuvers,  re4 
duced  that  calendar  of  sins  to  eight 
counts,  and  in  May  of  this  year  Smith 
was  found  guilty  on  five  of  them. 

So  once  again  jail  doors  could  open  for 
C.  Arnholt  Smith — but  don't  bet  on  it. 
True,  the  prosecutors  who  rejoiced  at 
their  hard-won  success  (the  trial  took 
over  100  court  days)  refused  even  to  dis- 
cuss plea  bargaining  because  Smith's 
main  condition  was  no  prison  time. 
Nonetheless,  Smith,  now  80,  will  be  a  lot 
older  before  he  ever  steps  into  a  jail  uni- 
form. He  will  be  free  on  bail  pending 
appeal  and  that  could  take  five  years,  or 
more.  The  tens  of  thousands  of  tran- 
script pages  (the  prosecution  rallied  70 
witnesses  and  more  than  2,500  docu- 
ments) will  take  years  to  compile  and  the 
appellate  court  will  need  a  year  to  read 
them.  Then,  of  course,  the  lawyers  will 
need  time  to  prepare  briefs,  and  on,  and 


<  \r> //><>//  Smith  and  Richard  Nixon  in  baf/'ier  limes 
Can  old  age  serve  as  the  last  line  of  defense? 


Business 
quiz. 

Where  did  they  eliminate  prop- 
erty taxes  on  manufacturing 
machinery  and  equipment  used 
in  production? 

Where  do  you  find  a  90%  exemp- 
tion from  property  taxes  on 
business  inventories?  (Exemption 
will  increase  to  100%  in  1981.) 

Where  in  the  Midwest  do  you 
find  the  lowest  Worker's 
Compensation  rates? 

Where  in  the  Midwest  was 
9  million  square  feet  of  new  • 
manufacturing  space  constructed 
in  1978? 

Whore  has  a  $950  million  tax 
reductiori  package  been  approved 
in  1979?  . 

Wisconsin, 

Write:  Wisconsin  Department  of 
Business  Development,  Suite  651, 
1 2  3  West  Washington  Avenue, 
Madison,  Wisconsin  53702. 

608-266-3222 


L 

2. 

3. 
4. 

5. 
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Where  the  Great  nains 
meet  the  Great  Lakes,  we  hid 
a  case  of  Canadian  Club. 


@  1979-6  YEARS  aD.  IMPORTED  IN  BOTTLE  FROM  CANADA  BY  HIRAM  WALKER  IMPORTERS  INC.,  DETROIT,  MICH.  86.8  PROOF.  BLENDED  CANADIAN  WHISKY. 


Chicago. 

If  you  ever  needed  more  reason  to  visit 
than  its  spectacular  architecture  and  windy 
spirit,  you've  got  it  now.  For  here  we've  hid- 
den a  case  of  Canadian  Club. 

To  find  the  CC,  start  at  a  tower  with 
stones  from  around  the  world,  and  cross 
the  street  nearest  the  Alamo  stone  to  an 
ex-president.  Hail  the  Chief  with  "The  Best 
In  The  House,"  then  walk  right  to  the 
nearest  flagpole,  turn  left  and  pass  eight 
more.  Pass  11  light  poles,  cross  a  street  and 
pass  three  more.  Still  with  us? 
Who  said  "Less  is  more"? 

Now  look  right  and  find  Mr.  "Less  is 
more."  Back  on  your  former  path,  continue 
past  a  plaque  recalling  the  last  time  the 
"outs"  were  "in,"  and  head  straight  across 
an  island  to  an  "old  bald  cheater."  Next, 
head  toward  Chicago's  oldest  dwelling, 


counting  columns  in  the  street  to  14.  Here 
cross  the  street,  turn  right,  and  walk  till 
you  reach  footloose  rocks  (not  the  kind 
you'd  pour  CC  over).  Then  traverse  the 
nearest  lobby,  and  head  again  for  the  oldest 
dwelling  until  you  find  "Arris." 
Find  an  island  and  a  mountain. 

You're  warm  now,  so  retrace  your  path 
past  an  eastern  island  and  mountain  until 
you're  kitty-corner  from  a  famous  paddler's 
place.  Here  turn  left,  walk  to  the  ninth  light 
pole,  and  find  a  date  four  years  older  than 
CC  inside  the  second  door  to  the  right. 
Now  retrace  your  steps  to  the  corner.  In 
sight  once  stood  a  warehouse  designed  by 
a  famous  Bostonian.  Learn  what  its  owners 
did,  enter  the  nearest  building  whose 
owners  are  in  the  same  business,  then  exit 
toward  water.  But  don't  get  wet  'cause  now 
you're  very  hot. 
Ascend  and  descend. 

Co  against  the  flow  till  you  spot  what 
Chicago  newspapers  are  full  of.  Count  'em, 
ascend  that  number  of  floors,  descend  90 
steps.  Enter  a  place  that  doubles  itself,  say 

"CC,  please,"  and  claim  your  case.  Arm- 
chair adventurers  can  discover  CC  at  any 
of  Chicago's  bars,  restaurants  or  package 
stores  with  the  same  request.  Just  say 

'CC,  please." 


"The  Best  In  The  House 
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Continental  Bank  has  ^  I    |  Jk 

a  global  network  of  over  II  A 

100  offices  in  31  countries,  I    W  mm  A 

including  all  major  money  l^k    ^1  ^hI 

markets  in  the  world.  H  mHvlHI 

ur  worldwide  network  serves  as  an  essential  tool  to  the  Continental  banker,  providing  the  capacity 
or  timely  response  and  comprehensive  follow-through.  It's  what  you  expect  from  a  top  international 
ank.  At  Continental  Bank,  it's  reality. 


(S&  CONTINENTAL  BANK 

^^^^^r   Continental  Illinois  National  Bank  and  Trust  Company  of  Chicago  , 


Argentina  •  Australia  ■  Austria  •  Bahamas  ■  Bahrain  •  Belgium  •  Brazil  •  Canada  •  Colombia  -  France  •  Greece  •  Hong  Kong  -  Indonesia  •  Italy 
Japan  ■  Kenya  •  Korea  ■  Lebanon  •  Malaysia  •  Mexico  •  The  Netherlands  •  The  Philippines  -  Singapore  •  Spain  ■  Switzerland  •  Taiwan  •  Thailand 

United  Kingdom  ■  United  States  •  Venezuela  •  West  Germany 
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Kings  dream. 
Kennedys  courage 


A  decade  of  change.  When  confident  leadership  moved  the  rtation  in 
new  directions.  Here  at  home.  And  in  outer  space.  Avco  changed,  too 
Exploring  new  frontiers  in  technology  and  financial  serviced. 

Yesterday,  we  designed  and  built  the  heat  shields  that  brought 
Apollo  Command  Modules  safely  home.  Today,  we're  producing  a 
lightweight  coating  able  to  withstand 
metal-searing  temperatures.  Providing 
lifesaving  protection  for  the  petro- 
chemical industry. 

In  the  Sixties,  we  began  to  organize 
Avco  Financial  Services  and  acquired 
the  Paul  Revere  Companies.  Today, 
AFS  is  the  third  largest  consumer 
finance  company  in  the  world.  Serving 
clients  in  five  countries.  And  Paul 
Revere  is  revolutionizing  life  insurance 
with  our  innovative  Super  Standard 
Policy.  Providing  special  premium  rates 
for  people  across  the  nation. 

Leading  the  way  for  fifty  years.  From 
aerospace  to  financial  services,  from 
research  to  manufacturing.  Where  Avco 
leads,  confidence  follows. 


Today,  thousands  enjo 
Community  Develope 
residential  neighborhoods. 


CORPORATION 


Where  Avco  leads,  confidence  follows. 


FollowThrough 


on,  and  on.  Is  there  a  moral?  Maybe  this: 
that  the  time  to  turn  to  crime  is  when 
you've  reached  an  age  when  no  judge 
would  possibly  lock  you  up. 

Benach  bites  the  bullet 

The  philosophy  behind  his  huge  con- 
struction projects  in  Iran,  Starrett  Hous- 
ing Corp.  president  Henry  Benach  told 
Forbes  last  year  (Nov.  13, 1978),  was  sim- 
ple: "If  it's  good  for  us  and  good  for  the 
Iranians,  we  make  a  deal."  At  that  point, 
Starrett  had  completed  a  4,000-unit  mid- 
dle-income complex  in  Teheran  and  was 
building  a  set  of  luxury  condominiums 
called  Zomorod  on  the  outskirts  of  the 
Iranian  capital.  Construction  fees  for  the 
middle-income  housing  had  produced 
early  $3  million  in  profits  in  1977  but 
the  condos,  while  Benach  could  claim 
'ncome  of  $90  million  in  down  pay- 
ents,  had  produced  no  profit  at  all.  One 
law  was  that  all  the  profits  were  still  in 
ran  and  all  the  money  from  the  condos 
ad  to  be  put  back  into  construction. 
Forbes  wondered  what  the  rioting  and 
artial  law  in  Iran  meant  for  the  future 
f  imperial  projects  like  Zomorod.  Al- 
hough  his  rhetoric  rang  with  confi- 
'ence,  Benach  was  apparently  hedging 
is  bets.  Early  in  1977  he  had  acquired 
RH  Construction,  a  big  New  York  con- 
traction firm  busy  with  major  projects 
stable  places  like  Connecticut  and 
anhattan  Island.  In  February  1978  Star- 
ett  had  bought  Levitt  Corp.,  the  mass- 
roducer  of  single-family  houses  that  had 
88  million  in  revenues  and  $4.4  million 
earnings  in  1977. 
The  rioting,  of  course,  erupted  into 
ull-scale  revolution  that  chased  the  Shah 
f  Iran  from  his  Peacock  Throne  and 
urned  the  country  into  a  theocratic  state 
led  despotically  and  erratically  by  the 
yatollah  Khomeini  and  the  Koran. 
In  early  April,  Benach  finally  bit  the 
ullet.  In  Starrett's  1978  annual  report, 
e  told  his  stockholders  that  "the  corn- 
any  deemed  it  advisable"  to  reappraise 
e  future  of  Zomorod.  With  the  consent 
f  his  auditors,  he  has  taken  back  the  $13 
illion  in  paper  profits  from  the  condos 
nd   redrawn   the   company's  balance 
eet.  The  move  cut  1975  earnings  per 
are  in  half  and  put  1976  and  1977  oper- 
tions  in  the  red.  What  now  appears  on 
e  asset  side  of  Starrett's  balance  sheet 
the  $34.8  million  Benach  has  spent  in 
an  and  not  yet  recovered  (a  significant 
ount  when  set  against  $66  million 
ng-term  debt  and  $21  million  stock- 
lders'  equity).  Will  he  ever?  Condos 
lling  for  $80,000  to  $180,000,  complete 
ith  concierges  and  swimming  pools, 
ay  not  rate  very  high  with  the  Ayatol- 
Can  Starrett  build  mosques? 


Mom-and-pop  in  the  air 

A  month  before  President  Carter  signed 
the  bill  deregulating  the  nation's  airlines, 
Forbes  (Sept.  4,  1978)  reported  that  this 
might  be  the  time  for  commuter  lines, 
the  "third-level"  carriers  with  their  tiny, 
prop-driven  airplanes,  to  shed  their 
mom-and-pop  image.  Free  to  drop  routes, 
the  big  lines  were  expected  to  start  cut- 
ting out  unprofitable  markets  and  thus 
open  the  way  for  the  over  200  commut- 
ers to  fill  in  the  new  blanks. 

The  blanks  weren't  long  coming. 
Within  months,  mayors  of  over  100 
cities  were  complaining  about  losing 
commercial  jet  service,  in  places  ranging 
from  Providence,  R.I.  to  Meridian,  Miss, 
to  Waterloo,  Iowa.  The  commuters  were 
moving  just  as  quickly.  When  Northwest 
Airlines  canceled  its  one  daily  flight  to 
Jamestown,  N.  Dak.,  Air  Wisconsin  flew 
in  with  five  trips  a  day,  and  traffic  dou- 
bled. Since  Deregulation  Day  (Oct.  24, 
1978),  the  Commuter  Airline  Associ- 
ation estimates  that  traffic  is  up  25%, 
compared  with  14%  for  the  trunks  (a 
comparison  tempered  by  the  fact  that 
United,  the  biggest  U.S.  line,  was 
grounded  by  a  strike). 

Allegheny  Airlines  (soon  to  be  re- 
named US  Air)  reports  the  same  happy 
picture.  The  12  independently  owned 
commuter  operators  that  fly  under  the 
Allegheny  Commuter  logo  carried  1.8 
million  passengers  in  1978.  This  year 
Allegheny  Vice  President  Robert  A.  Jen- 
kins expects  them  to  fly  2.3  million. 

A  major  problem  is  the  size  of  the 
commuter  planes,  all  under  50  seats  and 
most  under  20.  (A  20-passenger  aircraft 
is  required  by  federal  rules  to  carry  a 
flight  attendant,  so  the  lines  try  to  keep 
under  this  size.)  To  handle  the  traffic 
bonanza  they  hope  to  get,  more  and  big- 
ger planes  will  be  needed  and  Allegheny's 
Jenkins  says  right  now  he  doesn't  know 
who  will  build  them.  Help,  however, 
may  be  on  the  way.  Beech  Aircraft  is 
reopening  an  assembly  line  for  its  15- 
passenger  Beechcraft  99  and  plans  to  in- 
troduce a  new  19-passenger  pressurized 
airplane.  An  Allegheny  Commuter  line, 
taking  over  the  Washington,  D.C.-Phila- 
delphia  run,  is  using  27-seat  Nord  262s. 
Craft  carrying,  say,  50  passengers  are 
very  scarce,  with  the  Canadian-built  De 
Havilland  C-7  about  the  only  model 
available.  The  hangup  there  is  that  the 
DHC-7  runs  to  $4.5  million  a  copy,  off 
the  scope  for  most  commuter  lines.  Con- 
gress is  helping  with  loan  guarantees,  but 
only  $50  million  is  available  for  fiscal 
1979.  Next  year  the  kitty  will  go  to  $150 
million,  but  the  third  level  of  the  airline 
industry  will  probably  carry  its  mom- 
and-pop  image  for  a  while,  fl 


•  Attorney 

•  Accounting  Firm 

•  Investment  Counselor 

•  Pilots 

...  or  any  other  professional. 
Proven  integrity  and  a  selection 
from  the  entire  world-wide 
market  is  assured  you  through . . 


COMPANY 

1401  Brickell  Ave  /Miami,  FL  33131 
PH  (305)  374-1 51 5  Telex  51-2503 
International  Telex  RCA  264270 


LARGE  POTENTIAL 

CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


The  United  States  Department  of  the 
Interior  (Bureau  of  Land  Manage- 
ment) holds  non-competitive  public 
drawings  each  month  to  afford  all 
citizens  over  the  age  of  21  years  an 
equal  opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by  the 
Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  a  sum  exceeding 
$75,000.00  immediately,  plus  an 
overriding  royalty  for  possible  future 
income. 


For  further  information  on  how  you  can 
intelligently  participate  in  the  government 
sponsored  program,  contact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 
RoswelL,  New  Mexico  88201 
Toll  Free  Number  800-545-7955 
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e  duplicators  for  those 
who  appreciate  the  virtues 

of  simplicity. 


W^hen  you  push  a  few  buttons  on  a  Xerox  high- 
speed duplicator,  a  miracle  occurs. 
A  multitude  of  complicated  jobs  are  converted 
instantly  into  simple  ones. 

For  example,  you  can  get  a  Xerox  duplicator  that 
copies  on  both  sides  of  a  piece  of  paper,  automatically. 
That  reduces,  automatically.  Collates,  automatically. 
Feeds  and  cycles  up  to  200  originals,  automatically. 
And  even  makes  two-sided  8-1/2"  x  11"  copies  from 
unburst  computer  printouts,  automatically. 

But  of  all  the  virtues  of  simplicity,  the  greatest  is  this: 
It  increaseth  productivity. 

Since  Xerox  duplicators  are  so  easy  to  use,  people 
can  spend  more  time  using  them,  and  less  time  figuring 
out  how.  Anyone  who  can  master  the  technology  of 
pushing  buttons  can  operate  one  of  our  duplicators. 

So  if  you  appreciate  the  virtues  of  simplicity,  look 
into  the  virtues  of  a  Xerox  9200  or  9400  duplicator. 

We'll  even  arrange  a  simple  demonstration  at  your 
convenience. 

Just  in  case  you  don't  accept  miracles  on  faith  alone. 

XEROX 


XEROX®.  'J2m®  and         ar<  trademarks  i>t  XEROX  CORPORATION. 
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LIFESTYLE 

LIFESTYLE 

LIFESTYLE 


Connecticut  has  it,  the 
kind  that  attracts  and  keeps 
the  people  you  need. 

For  half  a  century  disin- 
terested national  studies 
havetgiven  life  in  Connecticut 
the  best  possible  marks. 

Scenic  villages,  sophisti- 
cated cities,  year-round 
recreation,  cultural  resources, 
a  wealth  of  educational 
opportunities,  modern  com- 
munity services — all  pack- 
aged in  a  timeless  New 
England  setting. 

To  find  out  more  about 
Connecticut's  locational 
advantages,  contact,  in 
confidence,  Commissioner 
Ed  Stockton,  Connecticut 
Department  of  Commerce, 
Suite  713,  210  Washington 
St.,  Hartford,  CT  06106. 
Or  call  203/566-5037. 

CONNECTICUT 

attracts 


Apt  illustration 

Sir:  Re  Forbes'  interesting  article  on 
Emhart  Corp. /'the  company  that  likes  to 
talk  itself  down  in  the  hope  would-be 
takeover  artists  just  won't  notice  how 
good  it  is"  (May  14). 

The  attached  cartoon  may  be  apropos. 
— T.  Mitchell  Ford 
Chairman  and  President, 
Emhart  Corp. 
Hartford,  Conn. 


Drawing  by  Chas.  Addams;  ©  1979  The  New  Yorker  Magazine,  Inc. 


Cheap  solution 

Sir:  You  mentioned  the  possible  cost  of 
hundreds  of  millions  of  dollars  to  enable 
gas  pumps  to  handle  prices  of  more  than 
$1  per  gallon  [Trends,  May  28).  Last  sum- 
mer along  the  Alaska  Highway,  I  saw 
how  they  have  solved  that  quite  cheaply. 

The  gas  pumps  show  the  price  at  half 
the  going  price  per  gallon  when  over  $1. 
A  sign  on  the  pump  states  that  you  will 
be  charged  double  the  amount  on  the 
meter.  Thus  gas  at  $1.26  per  gallon  is 
shown  on  the  pump  as  63  cents. 
—James  A.  Lessly 
Florissant,  Mo. 


Teddy  in  1980? 

Sir:  I  cannot  possibly  believe  that  the 
American  people  would  put  "Chappa- 
quiddick"  in  the  White  House  ("In  1980 
it  will  be  Kennedy  by  a  landslide,"  Fact 
and  Comment,  May  14). 
— Henry  Kurz 
Naples,  Fla. 

Sir:  When  Nikita  Khrushchev  promised: 
"We  will  bury  you!"  could  he  have 


guessed  that  Teddy  would  be  a  willinj 
and  eager  gravedigger? 

— Eugene  L.  Notkin 
Boston,  Mass. 

Sir:  That  Yankelovich  Poll  [concerninj 
Chappaquiddick]  was  probably  taken  a 
one  of  the  Moonies'  get-togethers. 

— William  G.  Ixtng 
Berlin,  Pa. 

Sir:  Discontinue  my  subscription. 

— Thomas  D.  Cleary 
Tuckerton,  N.J. 


The  government's  fault 

Sir:  Re  your  comment  that  "the  buses  ir| 
Red  Square  look  snappier  than  the  typi- 
cal General  Motors  diesel"  (Apr.  30).  I  carl 
understand  why  foreign  buses  are  favorf 
ably  compared  in  appearance  against  ouil 
previous  buses,  which  have  been  on  the| 
scene  since  1959. 

You  might  be  interested  in  the  RTSl 
model  (see  plx)to).  This  might  even  bel 
considered  "snappier"  than  the  Redl 
Square  buses.  RTS  is  a  relatively  rare| 
species — thanks  in  part  to  federal  bu- 
reaucracy. We  hope  it  does  not  becomel 
extinct  as  a  result  of  the  government! 
Transbus  program. 
— R.W.  Truxell 
General  Manager, 
GMC  Truck  &  Coach 
Vice  President-General  Motors 
Pontiac,  Mich. 


President  Malcolm? 

Sir:  Thank  you  for  appearing  on  the  Men' 
Griffin  Show.  Merv  insists  he's  going  to 
write  you  in  during  the  next  presidential 
election. 

— Peter  Barsocchini 
Managing  Editor, 
Merv  Griffin  Show 
Hollywood,  Calif. 


Who  will  pay? 

Sir:  You  stated  what  a  great  idea  it  is  toi 
use  abandoned  railroad  lines  for  bicycle 
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HOW  TO  GET 

A  FEDERAL  EXPRES 
COURIER  PAK  TO 

MOVE  REALLY  FAST. 


Recently,  an  Emery  Express 
dnver  picked  up  a  package. 

It  was,  oddly  enough,  a  Federal 
Express  Courier  Pak. 

With  an  Emery  Express  sticker. 
Not  so  strange,  however,  when 
you  consider  that  while  Federal 
promises  overnight  delivery,  they 


don't  tell  you  what  time  next  day 
they'll  be  there.  We  do. 

We  deliver  by  1 1  a.m.  or  earlier. 

And  we  also  save  you  money. 
For  5  out  of  6  times,  Emery  is  less 
than  Federal.  And  we're  never  more. 

So  if  you  have  a  package  that 
absolutely,  positively  has  to  be  there 


overnight,  call  and  ask  for  the  people 
more  and  more  Federal  Express 
customers  are  asking  for. 
Emery  Express. 

EMERM 

Express 

The  small  package  service  that  delivers  before  the  1 1th  hour. 


Ms.  $u*  j.  Soflnv 
1300  'rfitton  Road 
Cannond* 1« ,  ct » 
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Rockwell  is  more  than 
the  builder  of 
America's  Space  Shuttle. 

Much  more. 


If  you  think  of  Rockwell  Inter- 
national as  a  company  that  makes 
spaceships,  you  have  good  reason.  We 
are  prime  contractor  to  NASA  for 
Space  Shuttle  orbiters  and  their  main 
engines,  and  for  integration  of  the  en- 
tire Shuttle  system  and  selected  pay- 
loads.  The  Rockwell-built  orbiter  is  the 
world's  first  reusable  spaceship,  cap- 
able of  at  least  one  hundred  missions 
into  space  and  back.  It  will  launch  like 
a  rocket,  haul  like  a  truck,  work  like  a 


1978  total  sales 


space  station,  then  return  to  Earth  and 
land  like  a  glider. 

But  aerospace  is  only  part  of  the 


Rockwell  story.  Rockwell  International 
is  a  major  multi-industry  company, 
applying  advanced  technology  to  a  wide 
range  of  products  —  in  aerospace, 
automotive,  electronics  and  genera!  in- 
dustries. Following  are  some  examples 
of  our  balanced  diversification. 


Aerospace. 


Rockwell  aerospace  involve- 
ment extends  well  beyond  the 
Space  Shuttle.  Our  rocket  "  || 

engines  have  been  used 
to  launch  over  two-thirds  jfP 
of  all  U.S.  manned  space  \ 
flights  and  satellites,  and 
we're  building  the  Navstar 
satellites  that  are  bringing  totally 
new  standards  of  accuracy  to  world 
navigation. 

For  general  aviation,  we  build 


One-half  of  the 
highway  tandem  trac- 
tors in  North  America  arc 
equipped  with  Rockwell 
axles  —  and  more  than 
half  of  the  heavy-duty 
trucks  stop  with  Rock- 
well brakes.  We're  also 
a  major  supplier  of 
drivelines,  steel  and  styled  aluminum 
wheels,  mechanical  devices,  castings, 
stainless  steel  wheel  covers,  reinforcec 
plastic  and  other  components  for 
trucks,  trailers,  buses,  vans  and  pas- 
senger cars. 


Tripmaster 
helps  a  truck  live  longer 
and  a  fleet  operator  manage 
his  business  better. 


Sabreliner®  business  jets,  Commander® 
690B  propjets,  and  Commander  piston- 
powered  aircraft.  And  we  have  a  long, 
proud  history  as  a  designer  and  builder 
of  U.S.  military  aircraft. 


7*  f 

In  this  age  of  rising  costs,  Rock 
well  is  creating  products  that  can  help 


Rocket  engine 
>ower  equivalent  to 
the  output  oj 
23  Hoover  Dams. 


Every  day, 
hundreds  of  millions  of 
cubic  feet  of  gas  flow  through 
the  Rockwell  Hypresphere  ball 
valves  on  this  production  platform 
in  the  Gulf  of  Mexico. 


trucks  and  cars  perform  better. 
We've  developed  an  electronic 
instrumentation  system 
called  Tripmaster®  which 
can  provide  truck  fleet  op- 
erators with  data  that  can 
improve  vehicle 
utilization  and 


perating  efficiency.  Some  of  our  com 
onents  that  can  help  cut  a  trucker's 
jel  consumption  and  increase 
'ayloads  include  a  new 
luminum  front  axle 
earn,  Taper- Leaf® 
prings  and 
topmaster® 
rakes.  Our 
'eight-saving 
roducts  for 
ars  include  re- 
iforced  plastic 
omponents  and 
iluminum 

heels.  °"r 

quarter-milliou-hit 
bubble  memory  device 


Mechanical 
mass  storage 
computer  mem- 
ories can  now 
be  replaced  by 
smaller,  faster, 
more  reliable, 
more  energy- 
efficient 
systems. 


Electronics. 


We're  one  of  the  world's  leading 
ippliers  of  avionics  —  communica- 
>ns,  navigation  and  flight  control  equip- 
ent  for  air  transport,  general  aviation 
fid  government  aircraft.  We  also  make 
microelectronic  systems  and  devices 
|d  guidance  and  control  systems.  And 
manufacture  and  install  telecom- 
nications  systems  for  businesses 
(id  governments  worldwide. 

One  of  Rockwell's  latest  elec- 
|nic  achievements  is  the  production 
bubble  domain  memories.  We  devel- 
ed  and  market  a  device  measuring 
out  two-fifths  of  an  inch  square  that 
n  store  up  to  256,000  bits  of  infor- 
fetion.  It  has  no  moving  parts  and  re- 
ns  its  data  without  use  of  power. 


General  Industries. 

Most  of  America's  major  daily 
newspapers  are  printed  on  Rockwell- 
Goss  presses.  We  also  make  textile 
equipment,  industrial  sewing  machines, 
power  tools,  water  and  gas  meters  and 
other  products  for  utilities. 

n  addition,  our  extensive  tech- 
nology is  being  applied  to  the 
world's  growing  need  for 
alternate  sources  of  ener- 
gy. We're  involved  in 
projects  for  nuclear 
energy,  coal  gas- 
ification, flue  gas 
desulfuriza- 
tion,  and 
solar,  wind 
and  geo- 
thermal 
power. 
We  also 
manufacture 
valves  —  plug, 
pipeline  ball, 
gate,  globe, 
angle  and 
check  valves  for  America's 
power  needs.  Our  Flow  Control 
Division  is  one  of  the  world's  leading 
suppliers  of  high-technology  valving 
for  U.S.  and  international  energy 
markets.  Rockwell  valves  are  used  in 
oil  and  gas  production,  transmission 
and  processing;  natural  gas 
distribution  pipelines;  coal  slurry 
pipelines;  synthetic  fuel  processing 
plants;  electric  power  plants; 
shipboard  power  plants;  and  in  many 
other  energy-related  markets. 


Rockwell  was 
the  first  company 
in  the  world  to  produce  a 
256,000-bit  memory  for 
commercial  applications 


Over  14,300  scientists 
and  engineers. 

Of  our  114,000  employees, 
one  in  eight  is  either  a  scientist  or  an 
engineer.  They  constitute  about  one 
percent  of  America's  total  scientific- 
engineering  community.  This 
technological  base  positions  us  for 
leadership  in  each  of  our  product 
areas.  It  also  makes  our  corporate 
slogan,".  . .  where  science  gets  down 
to  business,"  a  fact. 

Business  is  good. 

Rockwell 
International's  total 
sales  for  1978  were 
over  $5.6  billion. 
Fiscal  1978  was  the 
most  profitable  year 
in  Rockwell's  history. 
Net  income,  up  23% 
over  fiscal  1977, 
was  $176.6  million, 
generating  a  record 
$5.02  per  share. 

Earnings  per  share 


For  more  of  the 
Rockwell  story,  please  write  us: 
Rockwell  International, 
Dept.  815R,  600  Grant  Street, 
Pittsburgh,  PA  15219. 


Rockwell 
International 


...where  science  gets  down  to  business 


Readers  Say 


•TOTAL  TAX  BITE 

Computed  by  estimating  effect 
of  exemotions  and  subsidies 


1 

A 


ONLY 


5°/c 


A 


a  /o 

OF  YOUR  NET  INCOME 


United  States 

Virgin  Islands 


OFFERS  A  TOTAL  TAX  PACKAGE. 


AND 


Benefits  include  subsidies  or  exemption  of  income,  real  property,  gross  receipts,  and  excise 
taxes  as  well  as  customs  duties.  AND  the  Federal  Government  grants  duty  free  entry  into  the 
United  States  even  if  your  product  contains  an  allowable  percentage  of  foreign  materials  and 

components 


DO  YOU  QUALIFY? 


write 


VIRGIN  ISLANDS 

INDUSTRIAL  DEVELOPMENT 
COMMISSION 

MORRIS  MOSES— DIRECTOR 
P.O.  Box  1692      FB-9-3  St.  Thoma-, 

UNITED  STATES  VIRGIN  ISLANDS  00801 
Phone  809/774  )417  Telex  DtPTCOM  5470063 


paths  (Fact  and  Comment,  Apr.  16) 

An  abandoned  rail  line  is  overgrowi 
brush:  needing  to  be  cleaned  out  witl 
bulldozers;  bridges  needing  to  be  fixed  o 
replaced  with  large  culverts  or  smal 
bridges;  state  and  county  road  crossings 
sometimes  every  mile,  needing  som< 
type  of  protection  to  prevent  accident! 
when  a  bicyclist  pops  out  onto  a  road  o 
highway. 

Who  is  going  to  pay  for  all  this  work 
Who  is  going  to  keep  the  brush  anc 
Mother  Nature  from  reclaiming  the  area? 
— Henry  Butler 
Plymouth,  Ind. 

Sir:  We  were  gratified  to  read  your  en 
dorsement  of  the  rails-to-trails  concept 
A  citizen's  coalition  in  Sussex  and  War- 
ren counties  (N.J.)  has  been  working  foi 
over  a  year  to  promote  this  idea.  While 
we  focus  primarily  on  the  recreation  po- 
tential, as  did  your  comment,  we  are  also 
concerned  with  rail-banking,  conserva- 
tion and  historic  preservation. 
— Michael  Moran 
Recycling  Railroads,  Inc. 
Newton,  N.J. 


Dont  count  divestiture 

Sir:  You  state  that  NCR  Corp.  reported  a 
1978  sales  increase  of  "just  3.5%"  (May 
14)-  You  did  not  adjust  the  company's 
1977  revenues  to  reflect  the  divestiture 
last  year  of  the  former  NCR  Appleton 
Papers  division.  When  1978  and  1977 
revenues  from  continuing  operations  are 
compared,  the  company  experienced  rev- 
enue growth  of  13%.  This  hardly  quali- 
fies it  for  inclusion  on  the  list  of  "once 
proud  names"  that  "scored  well  below 
average  in  sales  gain." 
— D.L.  Mcintosh 
Senior  Vice  President, 
Finance  &  Administration 
NCR  Corp 
Dayton,  Ohio 


We  were  first 

Sir:  Your  story  on  pension  fund  consult- 
ing (Apr.  16)  described  Frank  Russell  Co. 
Inc.  as  "the  original  and  biggest  pension 
consulting  firm."  Becker  delivered  its 
first  retirement  fund  performance  re- 
ports in  1966. 

Today  we  provide  our  services  to  1,500 
clients  responsible  for  some  3,500  retire- 
ment funds. 
— Stuart  P  Gassel 

Senior  Vice  President  and  General  Manager, 
Funds  Evaluation  Services  division 
AG.  Becker  Inc. 
Chicago,  III. 
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0Truck 

Service. 

Saunders  Leasing  unleashes  "Driver  Central?  A  24-hour, 
7-day  system  that'll  keep  your  trucks  on  track,  on  time. 


Sauriders  presents  the  beauty  of  the  full-service 
truck  lease.  The  beauty  of  it  is,  you  and  your  drivers  will 
no  longer  be  burdened  with  the  beastly  details  of  truck 
service.  Day  or  night  or  weekends  or  ever. 

"Driver  Central"— adding  a  helpful  new  dimension 
to  the  Saunders  full-service  truck  leasing  system  —  is 
a  24 -hour,  7-day,  toll-free  phone  line  plugged  into  over 
15,000  cross-country  emergency  service  centers.  It 
means  your  drivers  are  just  a  call  away  from  help,  if  they 
run  into  trouble  of  any  kind.  Anytime.  And  it's  just  one 
more  way  that  proves,  when  you  ride  with  Saunders, 
you've  got  the  tiger  by  the  tail. 

Saunders  gives  you  the  total,  full-service  system. 
Everything  from  our  carefully  matching  your  trucks  to 
your  needs  to  an  operating  lease  according  to  all 
FASB-13  criteria  to  fuel  purchasing.  So  remember, 


when  it  comes  to  trucking,  you  have  a  choice:  You  can 
put  up  with  all  the  beasts.  Or  behold  the  beauty  of  the 
lease.  With  Saunders. 

i  

Truck  service  can  be  a  beast! 

□  Send  me  your  full-color  brochure  "Cross-country  with 
Saunders."  □  Or  have  a  representative  call. 

 Title  


Name  

Company . 

Street  

City  

Phone  

Mail  to: 


State . 


Zip_ 


)  M.L.Malcolm 
Saunders  Leasing  System,  Inc. 

201  Office  Park  Drive 
Birmingham.  Alabama  35223 


Saunders.  Because  business  creatures,  great  and  small,  should  feel  at  home  with  truck  leasing. 


Helping  communities  an< 


Protecting  marine  life. 


The  seas,  our  last  Earthly  frontier,  must  be  used  wisely. 

And  to  that  end,  Lockheed  has  bent  many  of  its  marine 
efforts  toward  studying  and  monitoring  offshore  water 
quality  and  marine  organisms. 

The  principal  study  target:  thermal  effects  of  warm 
water  discharges  from  shoreside  power  generating  stations 
and  waste-water  treatment  plants. 

Lockheed's  force 
of  marine  biologists  — 
the  largest  in  private 
industry—  is  tracking 
and  cataloging  alter- 
ations in  marine 
conditions  at  many 
offshore  sites.  The 
collected  data  will 
then  form  a  guide  to 
environmental  and 
ecological  precautions. 

This  constant  detective  work  has  two  aims:  to  help  our 
onshore  technology  function  efficiently  but  safely,  and  to 
protect  and  preserve  the  critical  life-chain  of  the  sea. 


Worlds  quietest  big  jet. 


Noise  is  a  growing  ogre  to  pollution  fighters.  Especially 
to  people  who  live  or  work  around  airports. 

That's  why  the  Lockheed  L-1011  TriStar  is  a  better 
neighbor  than  any  other  big  jetliner.  Its  three  high-bypass 
engines  are  significantly  quieter  during  takeoffs  and 
landings  than  those  of  other  wide-bodied  airliners.  And 


with  two  engines  mounted  farther  out  under  the  wings 
passengers  enjoy  greater  comfort  and  quiet  inside  the 
plane. 

But,  to  people  on  the  ground,  the  important  thing  is 
that  the  L-10VI  definitely  reduces  the  amount  of  outsid 
noise  at  modern  airports. 

Transforming  dangerous  waste  matte 

Residues  of  modern  manufacturing  may  take  form  a? 
toxic,  hazardous  wastes.  With  today's  techniques,  80% 
90%  of  those  wastes  can  be  disposed  of  safely. 

Much  of  the  remainder,  however,  cannot  be  legally 
transported  or  disposed  of  by  burning,  burial,  or  other 
conventional  means.  Thus  a  potentially  dangerous  cone 
tion,  if  unchecked,  could  continue  to  grow  and  worsen 

The  solution  may  lie  in  a  twisting,  tubular  apparatus 
being  developed  at  Lockheed.  Toxic/hazardous  matter  f 
into  this  system  is  bombarded  with  microwave  radiatio 


sating  an  ionized  gas  called  plasma.  In  minutes, 
?ctrical-chemical  action  breaks  down  the  wastes  into 
rmless  products  such  as  oxides  and  water. 
Lockheed  scientists  foresee  large,  truck-portable  units 
ndling  such  detoxification  jobs  on-site.  Once  developed, 
5  portable  microwave-plasma  systems,  as  well  as 
ntrally  situated  fixed  installations,  could  be  operating 
thin  two  years. 


Harnessing  the  sun. 


arnessing  the  wind. 


Two  giant  Lockheed-built  blades  in  Clayton, 
?w  Mexico,  are  being  driven  by  clean,  free  wind  to 
nerate  about  15%  of  the  town's  electric  power. 
iThe  propeller-shaped  blades,  each  more  than  60  feet 
rig,  are  linked  to  a 
0-kilowatt  generator 
pp  a  100-foot  steel 
Iver. This  sophisticated 
\ ndmill,  or  wind 
[rbine,  functions 
henever  wind  velocity 
Iceeds  12  mph,  which 
usually  does. 
IThe  unique  Clayton 
Indmill  was  the  first  of 
ch  turbine  installations.  A  second  is  now  operating 
I  Culebra  Island,  Puerto  Rico,  and  a  third  will  be  at 
Irk  on  Block  Island,  off  Rhode  Island,  this  year. 
[According  to  Government  experts,  groups  of  those  wind 
•  bines  could  supply  as  much  as  10%  of  the  nation's 
ictric  energy  by  the  year  2000. 


Solar  technology  has  been  a  big  part  of  Lockheed  life 
since  our  space  vehicles  first  carried  solar  panel  arrays  to 


convert  the  sun's  radiation  into  battery-stored  electric 
power.  Now,  Lockheed  is  exploring  major  industrial 
solar  applications  as  well. 

One  system  under  evaluation  supplies  about  60%  of  the 
heat  for  8,650  square  feet  of  commercial  greenhouse  area. 
In  operation,  water  flowing  through  6,000  square  feet  of 
solar  collectors  is  heated  by  the  sun,  pumped  to  a  huge 
storage  tank,  then  circulated  through  radiator  pipes  to 
deliver  the  needed  greenhouse  heat. 

A  similar  system  is  tapping  the  sun's  clean  energy  to 
furnish  about  40%  of  the  heat  needs  for  a  large  hardwood 
lumber  kiln  of  50,000  board-feet  capacity. 

When  it  comes  to  curbing  pollution  on  land,  in  the  seas, 
and  in  the  air,  Lockheed  knows  how. 

Lockheed 


A  thirst  for  living ...  a  taste  for  fine  Scotch. 


GKRSHOM  CHAN 

BORN:  Kwangtung,  China,  1945 
HOME:  Oil  City,  Pennsylvania 
TITLE:  Food  Service  Director,  Oil  City 
Hospital 

LATEST  ACCOMPLISHMENT:  A  menu 
that  reads  like  a  three-star  restaurant 
...  and  a  different  one  each  day. 
QUOTE:  "Hospital  patients  should  not 
have  to  suffer  at  suppertime." 
NATIONAL  RECIPE  AWARDS:  Seafood 
Souffle,  Almond  Delight,  and  Black 
Sesame  Seed  Pudding. 
SECRET:  "A  gourmet  chef  can  work 
wonders  with  a  restricted  diet. 
Because  he  works  with  color,  texture, 
and  aroma." 

FAVORITE  INGREDIENTS:  Prefers 
patients  be  allowed  two  things  with 
dinner.  Wine  and  company.  His 
innovations  include  a  candlelight 
dinner  for  two— on  the  second 
night— for  new  parents.  No  extra 
charge. 

SCOTCH:  Dewar's  "White  Label"® 
and  water.  "A  delightful  habit  I  acquired 
during  my  days  in  Hong  Kong." 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor  in  Chief 


AS  MUCH  AS  WE  BAD  MOUTH  LEGISLATORS 

for  what  they  do,  they  pretty  much  do  what  they  think  the  majority  of  voters  want  them  to  do. 

REPUBLICAN  PRESIDENTIAL  CANDIDATE  GEORGE  BUSH 

has  to  be  better  than  his  ho-hum-humdrum  candidacy  Announcement 
would  suggest.  Surely  he  has  more  to  throw  in  the  ring  than  cliches. 


OUR  ENERGY  FUTURE 

Maybe.  But  only  if  we  stop  thinking  solar  energy  has  minor 
potential  and  is  way  down  the  road. 

Washington  University's  Barry  Commoner,  in  a  two-part 
New  Yorker  piece,  develops  a  compelling  case  as  to  Why.  I  don't 
mow  all  that  much  about  him,  but  he  could  well  be  to  energy 
what  the  early  Ralph  Nader  was  to  auto  safety  before  his  radar 
started  picking  up  nonexistent  hobgoblins  everywhere. 

Commoner  makes  two  electrifying  points.  One,  photovolta- 
c  modules  for  converting  sunlight  into  electricity  are  available 
itiow,  and,  says  Commoner,  "What  is  to  be  improved  is  not  the 
device,  but  the  market." 

A  Pentagon  order  for  $440  million  worth  of  the  modules, 
writes  Dr.  Commoner,  could  replace  20%  of  the  armed  forces' 
;as  and  diesel  generators  and  would  bring  on  sufficient  manu- 
acturing  refinements  as  to  make  the  modules  almost  immedi- 
itely  price  competitive  and  adaptable  for  multiple  home  and 


IS  SUNNY  AND  BRIGHT 

business  uses.  "The  photovoltaic  price-reduction  program  is  a 
powerful  answer  to  the  common  complaint  that  solar  technol- 
ogies are  not  now  economically  competitive  in  the  conven- 
tional market  for  energy,"  says  Commoner. 

All  we  need  to  do  is  get  the  Pentagon  to  place  its  order. 

And  what  a  tum-on  is  the  other  development  he  stresses — 
gasohol  (Fact  and  Comment,  Aug.  21,  1978).  That  fuel, 
formed  by  adding  11%  alcohol  (made  from  such  crops  as  corn 
and  sugar)  to  gasoline,  is  now  price  competitive  and  will  get 
relatively  cheaper  as  gasoline  gets  more  and  more  expensive. 
What  a  boost  for  the  farmer.  What  a  help  in  reducing  the 
federal  deficit,  since  subsidies  for  such  crops  would  no  longer 
be  needed. 

If  President  Carter  wants  to  shore  up  his  reelection  chances, 
he  could  do  so  with  sunbeams.  And  start  by  getting  an  Energy 
Secretary  who'd  be  gung  ho  on  solar. 


IT'S  JUST  AS  WELL  THAT  PANIC 


ias  greatly  aggravated  the  gas  shortage.  It's  recognized  that 
vith  everyone  topping  off  his  tank,  an  incalculable  extra  mil- 
ion  gallons  are  added  to  normal  demand.  Queuing  up  in 
engthy  lines  with  motors  starting,  stopping  and  idling,  it's 
stimated  that  another  25  million  to  50  million  gallons  of 
;asoline  a  month  could  be  going  up  in  fumes — along  with 
[rivers — in  cars  going  nowhere. 
Out  of  the  actual  shortage  and  the  heightening  of  that  from 


fear  may  yet  come  both  short-  and  long-range  energy  solu- 
tions. Like  solar  energy  and  gasohol  discussed  above.  And 
converting  into  energy  the  mountains  of  coal  that  presently 
have  no  buyers. 

We  don't  have  the  same  dire  gas  crise  that  we  faced  with  the 
OPEC  embargo  of  six  years  ago.  We  will  have  sufficient  gas  for 
years  to  come — if  we  waste  less  and  energetically  generate 
multiple  energy  potentials. 
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HAS  THE  ENERGY  DEPARTMENT  LOST  ALL  ITS  MARBLES? 

It's  reported  that  the  schleppinger  Energy  Department's  bicycles)  can  go  twice  as  many  miles  on  a  gallon  of  gas  as 

stand-by  gas  rationing  plan  would  provide  a  motorcycle  with  motorcycle,  so  presumably  they  should  be  allocated  one-tent] 

two-tenthsof  thegasallowedanauto — because ituseslessgas!!!  or  perhaps  one-twentieth  of  what  a  car  is  to  get? 

On  the  basis  of  that  logic,  shouldn't  the  cars  that  use  the  It's  not  to  be  believed — and  certainly  not  to  be  permitted  t 

most  gas  get  the  biggest  allotment?  And  mopeds  (motorized  happen. 

OVERDOING  THIS  "INDEPENDENT  BOARD  OF  DIRECTORS**  KICK 


Between  the  SEC  and  assorted  headline  hunting  harassers  on 
Capitol  Hill  and  other  omnivorous  federal  regulators,  boards  of 
directors  are  coming  in  for  a  lot  of  hostile,  disruptive  attention. 
They  are  the  object  of  so  many  stupid  proposals  that  it  gets 
ever  harder  to  get  good  people  to  serve. 

Granted,  it's  good  that  the  cozy  days  of  totally  enmeshed 
boards  have  gone  by  the  board.  Gone  are  those  old  days  when 
investment  bankers  and  others  collected  board  memberships 
the  way  college  hotshots  collected  watchchains  full  of  medals, 
keys  and  other  emblems  of  their  campus  charms. 

Some  dumbbells  are  driving  to  have  a  board  majority  of 
"unrelated  nonmanagement"  types,  totally  "independent," 
"professional"  (whatever-the-hell  that  is).  A  corporate  board  is 
the  legal  entity  that  gives  a  company  indefinite  life — as  long  as 
it's  solvent.  A  board's  function  is  not  to  manage,  to  run  the 
company.  Its  function  is  not  to  second-guess,  outguess  those 


responsible  for  running  the  company.  Its  function  is  one  < 
review  of  management  performance  with  seasoned,  informe 
judgment.  So  it  helps  if  a  director  has  some  knowledge  of  th 
business. 

The  board  of  directors'  greatest  responsibility  comes  ill 
dumping  a  management  that  screws  up,  and  then  pickin 

successors. 

Seeking  to  make  a  board  a  sort  of  balanced  legislature  witl 
appropriate  minority  proportions — ethnic,  religious,  racial 
economic — is  utter  nonsense.  Having  directors  prowl  arounc 
end-playing  or  undercutting  those  responsible  for  running 
company,  is  just  not  feasible  nor  should  it  be  allowed. 

There  are  lots  of  crosscurrents  involved  in  the  whole  presem 
director  flap  (see  p.  110). 

Most  of  the  agitators  are  merely  muddying  what  should  b 
perfectly  clear. 


45 
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IRAN'S 
AYATOLLAH  KHOMEINI 
AND  COMPANY 

are  bitterly,  bloodily  learning  that  constitutional- 
izing  fanaticism,  Holy  or  otherwise,  unleashes 
fanatics,  cloaks  murderousness  with  a  sort  of 
cloudy  legality. 

Whether  it's  for  Red  or  Black  or  White  reasons, 
whether  it's  in  Italy  or  Germany  or  Ireland  or  the 
Mideast  or  Rhodesia  or  Uganda,  the  arms  of  terror- 
ist assassins  can  only  be  curbed  or  broken  when  the 
people  of  a  land  are  aroused  enough  to  will  it. 


Reminiscence 


THERE  WERE  TWO  THINGS  MY  SCOTTISH  FATHER 

offered  his  sons  appreciable  money  rewards  for — earning  Phi  form  of  enjoyment  smacked  of  sinfulness.  "While  I'm  support 

Beta  Kappa  in  college,  and  not  smoking.  ing  you,  I  don't  want  my  money  going  up  in  your  smokes." 

His  smoking  attitude  was  decades  ahead  of  health  concerns.  None  of  us  made  Phi  Beta  Kappa,  and  none  of  us— then- 
It  had  more  to  do  with  his  dour  Presbyterian  feeling  that  such  a  won  the  nonsmoking  purse. 

LETTING  GRASS  GROW 


may  not  be  literally  as  all  bad  as  the  abstract  admonition 
suggests.  A  friend  passed  on  a  piece  of  mail  he  received 
enumerating  innumerable  reasons  for  not  mowing  your  lawn. 
Among  'em: 

•  Mowing  wastes  billions  of  gallons  of  fuel. 

•  Mowing  wastes  billions  of  hours  of  human  energy. 

•  Cutting  grass  removes  air-purifying  greenery. 


•  Uncut  lawns  protect  the  water  table  by  storing  water. 

•  Mowing  destroys  baby  birds,  butterflies,  bumblebees. 

•  Mowing  causes  55,000  accidents  and  fatalities  yearly;  mos 
common  are  severed  fingers,  toes,  hands. 

But  if  we  decide  lawns  are  no  longer  to  be  cut,  how  are  th« 
kids  going  to  earn  their  allowances,  or  earn  the  greeniej 
necessary  if  they're  going  to  make  hay  on  Saturday  night? 
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DINING  SOLO  IN  A  CELEBRITY  DEN 


it  was  unavoidable  as  well  as  bemusing  to  overhear  and  look  over 
the  neighbors,  so  centered  and  so  conscious  of  their  Selves. 

On  the  left,  a  liquored  Success  addressed  his  lacquered  wife 
as  if  she  were  part  of  an  audience  of  office  underlings  or  the 
board  of  a  charity  before  whom  he  was  dangling  the  possibility 
of  a  Big  Contribution.  Occasionally,  he  would  deplatform  his 
voice  to  accuse  her  of  not  listening — as  if  that  were  even 
remotely  possible. 

On  the  other  side,  an  aged  Stage  pomposity  was  asked  by  his 
attractive,  younger  lady  friend — when  she  was  able  to  get  a 
word  in  edgewise — about  the  possibility  of  seeing  a  former 
mutual  actor  friend — "Oh,  if  you  care,  I  suppose  we  could  try 
and  resuscitate  him,"  he  responded  with  indifference.  Do  you 


suppose  the  energy  shortage  could  help  to 
curb  the  fuel  fed  to  such  insatiable  egos? 

At  another  table  I  heard  a  Dreamer  ask 
the  captain  for  "some  singles  for  this  $10 
so  I  can  take  care  of  the  tips." 

Then  Jackie  O  came  in  and,  you  know, 
it's  remarkable  what  an  exciting  effect  she 
still  has  anywhere,  anytime,  among  the 
somebodies  and  the  everybodies.  She  lifts 
up  the  spirit  in  a  room  she  enters — regard- 
less of  whose  arm  she  comes  in  on. 

It  provided  a  nicer  note  than  some  that 
were  being  struck  earlier. 


TAKING  OFF 

those  who  put  on  isn't  hard. 


IN  LIEU  OF  KNOWLEDGE 

many  affect  superiority. 


GOOD  CAN  COME  FROM  THE  NEW  RECESSION 


By  M.S.  Forbes  Jr. 


The  long-awaited  recession  has  al- 
ready begun,  and  the  landing  from  the 
slowdown  won't  be  as  soft  as  many 
observers  still  believe.  Forecasters 
seem  to  be  underplaying  the  impact  of 
galloping  oil  prices. 

What  helped  turn  the  1973-75  re- 
cession into  the  worst  contraction 
since  the  1930s  was  the  quadrupling 
of  the  cost  of  oil.  Most  economists 
back  then  underestimated  the  defla- 
tionary impact  of  OPEC's  actions  on 
economic  activity  and  its  inflationary 
impact  on  general  prices. 

OPEC's  moves  are,  in  effect,  a 
mammoth  sales  tax  that  raises  prices 
and  drains  away  real  wealth  from  the 
American  economy. 

The  new  recession  won't  match  the 
last  one  in  severity.  But  thanks  to 
OPEC,  it's  going  to  be  nastier  than  it 
otherwise  would  have  been. 

Pessimism,  however,  is  not  justi- 
fied. Inflationary  pressures  will  ease  a 
bit.  Interest  rates  will  be  coming 
down  soon,  thereby  triggering  higher 
bond  prices.  The  stock  market  will  be 
able  to  anticipate  a  recovery  instead 
of  a  recession;  equities  should  be 
moving  up  smartly  by  early  next  year. 

The  energy  mess  itself  is  bringing 
about  pressures  for  an  effective  long- 
term  solution.  Americans  may  hate 
oil  companies,  but  they  hate  short- 
ages even  more. 

Also  helping  in  the  months  ahead: 
the  strengthening  dollar. 

In  fact,  at  the  next  summit  meeting 
of  Western  leaders,  Jimmy  Carter  may 
be  doing  the  economic  preaching,  not 
Helmut  Schmidt. 


As  the  dollar  plummeted  in  1977- 
78,  West  Germany  never  tired  of  lec- 
turing the  U.S.  about  its  financial 
slovenliness.  Why  can't  you  be  re- 
sponsible like  us  and  keep  inflation 
low,  her  leaders  asked. 

Since  November,  the  U.S.  has  taken 
a  number  of  dollar-defending  steps.  As 
a  result,  the  greenback  has  appreciat- 
ed against  the  once-mighty  mark. 

The  Germans,  however,  are  still  up- 
set. This  time  the  villain  is  the  dol- 
lar's strength,  not  its  weakness. 

Since  oil  is  paid  for  in  U.S.  curren- 
cy, Germany  is  being  hit  from  two 
sides — OPEC's  nonstop  price  hikes 
and  the  dollar's  recovery. 

The  Federal  Republic's  inflation 
rate  has  zoomed  from  3%  or  4%  to 
almost  9%  in  the  first  four  months  of 
1979.  The  Bundesbank  has  been  shell- 
ing out  an  average  of  $75  million  to 
$100  million  a  day  in  a  furious  at- 
tempt to  prevent  the  buck  from  rising 
even  more.  It  is  Bundesbank  Presi- 
dent Otmar  Emminger,  not  Treasury 
Secretary  Mike  Blumenthal,  who  is 
trying  to  talk  the  dollar  down. 

A  TAX  CUT  THAT 
IS  WORKING  WELL 

Eight  months  have  passed  since  the 
average  capital  gains  tax  was  cut  20% 
and  the  maximum  rate  was  reduced 
from  49%  to  28%. 

Opponents  are  having  a  field  day 
saying  that  it  is  doing  nothing  but 
"enriching  the  rich."  Since  the  No- 
vember enaction,  the  stock  market 
has  gone  nowhere;  there  has  been  no 
boom  in  capital  investment  and  ven- 
ture capital  has  not  yet  surged. 

But  they  are  chortling  too  soon. 


The  full  impact  of  the  reduction  will 
take  time,  but  the  financial  markets 
have  already  benefited. 

Carter  in  1977  had  originally  pro- 
posed a  rise  in  the  capital  levy.  Then, 
in  April  1978,  financial  observers 
were  pleasantly  stunned  when  the 
House  Ways  &  Means  Committee 
passed  the  Steiger  Amendment, 
which  would  have  cut  the  rate  in  half. 
At  the  time,  the  Dow  Jones  industrial 
average  was  at  740  and  falling.  With 
the  news  of  the  Steiger  Amendment, 
the  slide  stopped  and  stocks  began  to 
gain  ground.  By  the  time  the  cut  be- 
came law  seven  months  later,  the 
market  had  already  discounted  it. 

The  market  today  would  have  been 
lower  by  100  to  200  points  if  the  tax 
had  not  been  reduced. 

The  capital  gains  tax,  of  course,  af- 
fects more  than  stocks.  As  Jude  Wan- 
niski,  president  of  Polyconomics,  a 
prominent  economic  consulting  firm, 
puts  it,  "Financial  markets  embrace 
housing  values,  and  a  significant  part 
of  the  buoyancy  of  housing  transac- 
tions and  new  construction  results 
from  the  lower  rate  on  capital  gains." 

Moreover,  it  now  appears  the  feder- 
al tax  revenues  from  capital  gains  will 
be  higher  in  1979-80  than  they  were 
in  1977-78. 

As  recent  history  has  proven  again 
and  again,  cutting  too-high  tax  rates 
increases  tax  revenues. 

The  new  recession  will  put  pressure 
on  the  Administration  to  do  something 
to  stimulate  recovery.  If  the  President 
responds  with  tax  cuts,  a"  la  Kemp- 
Roth,  rather  than  stepped-up  spending, 
the  economy — not  to  mention  the  fed- 
eral treasury — will  benefit  mightily. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind. — MSF 


Into  Reality- 
Hollywood  Style 

Dean-Paul  Martin  (a.k.a.  Dean  Jr.  and 
Dino)  lounges  in  a  booth  at  the  Sunset 
Strip's  Hamburger  Hamlet  and  talks 
about  his  life  and  his  confusion  concern- 
ing the  future.  Dreams  die  hard,  and  he's 
still  dreaming  of  tennis  greatness,  just  as 
he  once  entertained  fantasies  of  becom- 
ing a  doctor  or  a  football  star.  He  can  also 
see  in  his  future  "being  active  in  the 
aviation  industry.  Not  as  a  pilot,  but  as 
the  owner  of  a  company  like  Lockheed, 
Boeing." 

— Marilyn  Beck, 
San  Francisco  Examiner 

Perrier  on  its  Derriere 

Both  Canada  Dry  and  Deer  Park  were 
given  a  great  boost  recently  when  Craig 
Claiborne  invited  a  group  of  his  gourmet 
friends  in  to  taste  sparkling  waters  and 
to  rate  them  accordingly.  Claiborne,  who 
is  the  New  York  Times  food  expert,  pub- 
lished the  results.  Intriguingly,  three  out 
of  the  five  expert  tasters  picked  Canada 
Dry  Club  Soda  as  number  one. 

— Campaign  Europe 

HEW?  Phew! 

If  General  Motors,  or  Exxon,  or  Ford  or 
Mobil,  or  any  of  the  other  companies 
with  more  than  $2.5  billion  in  annual 
sales  have  too  much  economic  power,  as 
Senator  Kennedy  and  others  argue,  then 
the  argument  applies  even  more  strongly 
to  the  Department  of  Health,  Education 
and  Welfare.  .  .  . 

HEW's  fiscal  1979  budget  was  more 
than  $180  billion,  up  from  "only"  $51.2 
billion  10  years  ago.  The  fiscal  1979  bud- 


get is  3.3  times  the  annual  worldwide 
sales  of  General  Motors,  the  largest  in- 
dustrial company.  .  .  . 

HEW  pays  the  salaries  of  more  than 
one  million  Americans,  most  of  whom 
are  listed  as  employees  of  state  and  local 
government  units. 

— Pensions  et>  Investments 

A  Waste  of  Time? 

I  was  lying  on  a  Mediterranean  boat 
deck,  on  a  windless  day.  A  girl  of  18  was 
taking  the  sun  with  great  seriousness. 
After  two  hours  of  silence,  in  that  sun, 
she  spoke.  "When  you  have  a  tan,"  she 
said,  "what  have  you  got?" 

— from  Speedboat,  by  Renata  Adler 

Out- of- Depth  Groupie 

What  Margaret  Trudeau  really  knows 
about  is  not  what  happens  to  women  who 
marry  politicians  but  instead  what  hap- 
pens to  groupies  who  go  too  far.  Groupies 
belong  with  third-string  bass  players  and 
maybe  an  occasional  lead  guitarist,  but 
they  have  no  business  with  prime  minis- 
ters. And  vice  versa,  I  might  add. 

lora  Ephron,  Esquire 


-N 

eYo 


Serve  Tour  Time 

Campaign  laws  restrict  the  amount  of 
money  you  can  give  to  the  candidate 
[but]  there  is  no  restriction  on  the 
amount  of  time  you  can  give.  By  person- 
ally working  in  a  campaign,  you  can  gain 
the  confidence  of  a  candidate.  After- 
wards you  may  be  able  to  work  with  your 
successful  candidate  on  his  Washington 
or  district  staff.  One  of  the  great  trage- 
dies of  our  political  system  is  that  most 
staff  members  come  directly  from  acade- 


'You  tell  him  he  isn't  supposed  to  make  a  motion  and  second  it!" 


36 


mia  not  tested  by  the  practical  consider 
ations  of  making  a  living  in  the  competi 
tive  business  world.  Boards  of  directors 
should  encourage  executives  to  take 
leaves  of  absence  to  serve  on  congres- 
sional staffs. 

—Peter  H.  Ottmar, 
Wall  Street  Journal 


In  the  1950s  public  opinion 
would  have  demanded  the 
breakup  of  OPEC  and,  failing 
that,  an  increase  in  the  pro- 
duction of  oil  in  whatever 
way  was  necessary.  The  last 
thing  any  President  would 
have  done  was  to  ash  Ameri- 
cans to  accept  a  lower  stan- 
dard of  living. 

— Robert  Buckley,  CEO 
Allegheny  Ludlum  Industries 


Smashing  Ivy  Stereotype 

Given  the  university's  dedication  to 
freedom  of  the  mind,  it  was  no  surprise 
that  opinions  varied  hotly  when  Playboy 
magazine  arrived  at  Princeton  to  begin 
photographing  bodies  for  a  feature  on 
"Women  of  the  Ivy  League."  ...  A  press 
spokesman  suggested  that  the  magazine 
is  "smashing  a  sexist  stereotype — that 
intellectual  women  are  flat-chested  and 
have  buns  behind  their  heads." 

— Nicholas  A.  Ulanov, 
Princeton  Alumni  Weekly 


Pessimistic  Optimism 

The  focks  &  Buds  &  Freaks  of  the 
heartland  have  their  all-knowing  savants 
of  O'Hare,  who  keep  warning  them  that 
this  is  "the  worst  of  all  possible  worlds," 
and  they  know  it  must  be  true — and  yet 
life  keeps  getting  easier,  sunnier,  hap- 
pier .  .  .  Fhsbee! 

How  can  such  things  be? 

— Tom  Wolfe,  Mauve  Gloves 
&)  Madmen,  Clutter  eP  Vine 

Who'd  Say  Mr.  Caesar? 

Everyone  remembers  that  J.  Paul  Getty 
divorced  five  wives,  but  it  is  forgotten 
that  he  was  a  scholar  with  a  graduate 
diploma  from  Oxford,  author  of  nine 
books  and  a  linguist  proficient  in  Arabic, 
Greek,  Latin,  German,  Italian  and 
French.  "Getty  would  have  made  a  good 
art  historian,"  says  Jiri  Frel,  the  Czech- 
bom  curator  of  antiquities  at  Malibu. 
"You  notice,"  he  adds,  "I  always  call  him 
Getty.  Never  Mr.  Getty.  After  all,  you 
wouldn't  say  Mr.  Caesar,  would  you?" 

— Suzanne  Wilding, 
Town  &)  Country 
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The  Sun  Belt  may  be  a  fine  place  to  invest, 
but  the  sun  never  sets  on  the  InCorp  Money  Belt* 

The  InCorp  Money  Belt  goes  all  around  the  world. 


These  days,  some  people  think  a  performance  company  like  InCorp  has 
located  in  Florida,  Georgia,  Texas  or  California. 

But  the  truth  is  that,  starting  here  in  Providence,  Rhode 
Island,  we've  developed  a  $3-billion  financial  network  with 
locations  all  across  the  country  (including  the  Sun  Belt) 
and  around  the  world,  as  well  as  in  our  own  home  territory.  ^ 

We  call  it  the  "Money  Belt."  All  you  have  to 
do  is  look  at  the  figures  to  see  how  well  it  performs. 

•  During  each  of  the  past 
13  quarters  we've 
increased  earnings 
—  only  5  other 
bank  holding 
companies  of 
the  100  largest 
in  the  country 
can  equal  this 
record. 

•  1978  earnings 
of  $20  million 
were  the  highest 
in  our  history. 

•  First  quarter  1979 
earnings  were  up 
25%  vs.  first 
quarter  1978. 

•  Annualized 
return  on 
common 
stock- 
holders' 
equity  was 
16%  for  the  H 
first  quar- 
ter of 
1979. 

•  Annualized  return  on  assets  was  .87%  for  1979's  first  quarter. 

Because  we  generate  half  our  income  in  New  England  and 
half  outside  the  region,  we  have  the  kind  of  balance  that  lets  us 
produce  some  of  the  most  consistent  results  in  the  country. 

And  we  think  it  just  goes  to  show  that  you  don't  have  to  plant  your 
money  in  the  Sun  Belt  to  make  it  grow. 

For  more  infonriation,  write:  Georgina  Macdonald 

Director,  Corporate  Communications 

InCorp,  55  Kennedy  Plaza,  Providence,  Rhode  Island  02903 

or  call:  (401)  278-5879 


to  be 


InCorp  offices 
in  these  states. 


£  INCORP 


INDUSTRIAL  NATIONAL  CORP 


NYSE-INB 


Industrial  National  Bank,  Prov.,  R.I.  •  Inleasing Corp. ,  Prov.,  R.I.  •  Ambassador  Factors,  New  York,  N.Y.  •  Mortgage  Assoc.,  Inc.,  Mil.,  Wis. 
Kensington  Mortgage  and  Finance  Corp.,  Mil.,  Wis.  •  Southern  Discount  Co. ,  Atl.,  Ga.  •  Information  Sciences,  Inc.,  Prov. ,  R.I. 
Westminster  Properties,  Inc.,  Prov.,  R.I.  •  International  Appraisal  Co.,  Paramus,  N.J.  •  Industrial  International  Bank,  N.Y. 
Industrial  Capital  Corp.,  Prov.,  R.I.  •  Industrial  Nat.  Mortgage  Co. ,  Prov.,  R.I.  •  C-O-M  Service  Bureau,  Inc. ,  Boston,  Mass. 


Case  probes  for  quality. 


It's  a  blue  probe  —  ultraviolet 
—  and  it  "sees"  what  the 
human  eye  cannot.  The  beam 
can  detect  minute  oil  leaks  in 
machines  on  the  production 
line.  Oil  from  even  the  smallest 
leak  glows  frosty  white  when 
exposed  to  the  radiant  light. 

At  Case  this  space-age  in- 
spection is  part  of  a  "Commit- 


mentto  Quality"  that  is  setting 
new  standards  for  design, 
manufacturing,  service  and 
parts  supply  throughout  this 
worldwide  company. 

Our  "Commitment  to  Quality" 
is  one  important  reason  that 
our  Case,  Davis,  Drott  and 
Poclain  lines  have  made  us 
the  second  largest  construc- 


tion equipment  company  in 
North  America.  At  Case,  we 
don't  just  talk  about  quality. 
We're  doing  something  about  it. 


J  I  Case 

A  Tenneco  Company 


:  doing  something  about  it. 


Vodka. 

;he  Czar  lives  on, 


It  wis  the  time  of  "War  and 
Peace.'-  "The  Nutcracker 
Suite."'  Of  Tolstoy  and 
Dostoevsky. 

Yet  in  this  age  when 
legends  lived,  the  Czar  stood 
like  a  giant  among  men. 

He  could  bend  an  iron  bar 
on  his  bare  knee.  Crush  a 
silver  ruble  with  his  fist.  He 
had  a  thirst  for  life  like  no 
other  man  alive. 

And  his  drink  was  the  toast 
of  St.  Petersburg.  Genuine 
Vodka.  ;  ' 

Life.has  changed  since 
the  days  of  the  Czar.  Yet 
Wolfschmidt  Genuine  Vodka 
is  still  made  here  to  the 
same  supreme  standards 
which  elevated  it  to  special 
appointment  to  his  Majesty 
the  Czar  and  the  Imperial 
Romanov  Court.  - 

Wolfschmidt  Genuine 
Vodka.  The  spirit  of  the 
Czar  lives  on. 
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Mobil  knows  a  lot  about  public  problems. 
What  about  its  own  $1.5  billion  mistake? 


Mobil's 
monkey 


By  Allan  Sloan 


POLITICIANS  AND  SELF-STYLED  public 
interest  groups  have  been  giving 
Mobil  Corp.  grief  ever  since  it  used 
slice  of  its  OPEC-bloated  oil  profits  to 
my  control  of  Montgomery  Ward  in 
974.  Mobil,  which  prides  itself  on  its 
mtspoken  ways,  has  replied  briskly.  Best 
nterests  of  the  stockholders.  Long-range 
lealth  of  the  company.  That  kind  of  talk. 

Mobil  should  have  stayed  in  the  oil 
lusiness.  Not  only  was  the  Montgomery 
Vard  deal  bad  politics — it  handed  Big 
)il's  enemies  a  club  with  which  they've 
leaten  the  industry  ever  since — but  it's 
een  pretty  mediocre  business,  too. 
In  exchange  for  $1.5  billion  of  stock- 
older  assets  and  an  incalculable  political 
ability,  Mobil  got  an  also-ran  depart- 
ment store  chain  that  has  been  substan- 
ially  less  profitable  than  the  oil  business, 
nd  will  probably  stay  that  way  forever, 
long  with  Monkey  Ward,  Mobil  got 
ontainer  Corp.  of  America,  a  pretty  de- 
ent  packaging  company,  but  nothing 
lat  would  send  stockholders  into  parox- 
sms  of  joy.  Ward  and  Container  came 
3gether  because  they  were  part  of  Mar- 
or  Inc.,  a  holding  company. 
How  wisely  has  Mobil  invested  its 
tockholders'  assets  by  using  them  to 
uy  Marcor?  We'll  worry  just  about  num- 
ers,  without  giving  any  weight  to  poli- 
cs,  which  included  an  attack  on  the 
ard  purchase  in  April  by  fimmy  Carter, 
ho  at  the  time  was  plugging  his  "wind- 
1  profits"  tax  proposal. 
Mobil's  numbers  show  that  last  year 


Mobil's  Larry  Woods 
Nothing  better  than  oil. 


the  company's  energy  and  chemicals 
business  earned  shareholders  a  respect- 
able 14%  aftertax  return  on  average  equi- 
ty. Ward  earned  a  puny  9.3% .  Container, 
clobbered  by  a  $60  million  charge  to  set- 
tle antitrust  claims,  earned  just  2.4%. 

Last  year  wasn't  any  aberration,  ei- 
ther. In  1976  and  1977,  the  two  other 
years  Mobil  has  published  consolidated 
financials  for  itself  and  Marcor,  the  Mo- 
bil energy  and  chemicals  business  earned 


13.1%  a  year.  Ward  earned  8.1%  in  1976 
and  9.5%  in  1977,  while  Container  did 
somewhat  better:  11.8%  and  10.4%. 

In  this  year's  first  quarter,  Ward  actual- 
ly lost  $4  million,  compared  with  a  $7 
million  profit  in  the  first  quarter  of  1978. 
Container's  profits  were  up  nicely — to 
$12  million  from  $9  million — but  that 
increase  was  dwarfed  by  a  surge  in  ener- 
gy and  chemical  profits,  up  by  75% . 

"There's  no  way  Mobil  will  do  better 
than  the  oil  business,"  concedes  Law- 
rence Woods,  the  canny  Mobil  executive 
vice  president  who  masterminded  the 
Ward  takeover.  He's  saying  you  can't 
expect  a  department  store  chain  to  earn 
13%  as  Mobil  can  on  oil  and  chemicals. 
Oh  no?  Dayton-Hudson  earned  that 
much  in  1977  and  1978.  Federated  De- 
partment Stores  has  rarely  earned  less 
than  13%  on  stockholders'  equity,  even 
last  year  when  its  margins  were  some- 
what squeezed.  Mobil  stockholders 
might  as  well  face  the  fact:  In  the  name 
of  diversification,  their  management 
bought  them  a  second-rate  company. 

Woods  says  Mobil's  management  was 
willing  to  accept  a  lower  overall  return  by 
buying  Ward  because  retailing  is  less 
risky  than  energy;  because  Ward's  and 
Container's  earnings  help  keep  Mobil's 
U.S.  and  foreign  profits  in  balance;  and 
because  Mobil  feels  that  retailing  is  less 
susceptible  to  government  regulation 
than  energy  is. 

In  any  event,  Woods  contends,  it 
wasn't  a  choice  between  $1.5  billion  for 
Marcor  and  $1.5  billion  for  energy  devel- 
opment. Mobil  doesn't  have  enough  good 
projects,  he  says,  that  could  justify  an- 
other $1.5  billion.  If  they  miraculously 
appeared  tomorrow,  says  Woods,  Mobil 
could  raise  the  money  with  no  sweat. 

"I  wish  to  hell  we  had  enough  good 
projects  to  put  [the  money]  in,"  he  says. 
"We've  been  throwing  money  at  projects 
in  the  U.S.  as  fast  as  they  come  up." 

Woods  maintains  that  the  Marcor  pur- 
chase has  met  its  corporate  goal:  to  pro- 
duce profits  to  cover  Mobil's  debt  service 
on  the  securities  it  issued  to  buy  Marcor, 
and  still  have  something  left  over. 

That  same  reasoning  has  led  other 
managements  into  error.  If  you  expand 
profits  while  reducing  profitability,  you 
can  sooner  or  later  wake  up  and  discover 
you're  locked  into  a  whole  lot  of  busi- 
nesses you  got  into  because  they  were 
there,  not  because  they  were  the  best  use 
you  could  make  of  your  money.  You  sim- 
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A  Montgomery  Ward  store  waits  for  cnsfomers  .  . . 

. .  .  while  Mobil's  stockholders  vot  It  for  a  return  on  their  $1.5  billion. 

ply  couldn't  stand  the  money  burn  ng  a 
hole  in  your  pocket. 

It  seems  clear  one  reason  Mobil  ended 
up  with  Ward  was  that  it  was  there,  it 
was  cheap  and  was  big  enough  to  absorb 
an  appreciable  piece  of  Mobil's  massive 
cash  flow — about  $2  billion  last  year. 

What  else  could  Mobil  have  done  with 
the  money? 

It  could  have  left  it  in  the  bank — liter- 
ally— and  earned  almost  as  much  after 
taxes  as  it  did  with  Marcor.  It  could  have 
invested  in  a  package  of  tax-exempt 
bonds  and  preferred  shares  and  probably 
have  done  better.  It  could  have  waited 
until  a  company  became  available  that  fit 
into  Mobil's  scheme  of  things. 

Mobil  started  buying  Marcor  stock  se- 
cretly in  1973,  and  bought  4.5%  of  it  on 
the  open  market.  In  1974,  its  coffers 
bulging,  Mobil  made  a  cash  tender  offer 
for  control,  and  got  the  rest  in  1976  for 
debentures  and  Mobil  common.  The  to- 
tal cost:  $633  million  cash,  $673  million 
of  debentures  and  $186  million  of  stock. 

To  say  the  unthinkable,  Mobil  could 
have  invested  in  its  own  stock  instead  of 
Ward.  In  1974,  the  year  it  bought  Marcor, 
Mobil's  own  shares  were  in  the  dumps 
along  with  the  rest  of  the  stock  market. 
That  year  Mobil  sold  as  low  as  30;  aver- 


age price  for  the  year  was  around  40. 
Suppose  management  had  taken  that 
$1.5  billion  and  made  a  tender  offer  for 
its  own  shares  at,  say,  a  25%  premium 
over  market.  It  might  have  garnered  as 
many  as  30  million  shares.  That  would 
have  reduced  Mobil's  capitalization  by 
nearly  30%.  Mobil  would  have  been  a 
smaller  company,  but  can  you  call  a  $31 
billion  company  "small"?  That's  what 
Mobil's  sales  would  have  been  last  year 
without  Marcor. 

Meanwhile,  look  what  such  a  move 
would  have  done  for  Mobil's  earnings. 
Without  Marcor,  but  with  its  common 
capitalization  reduced  by  30%,  Mobil 
would  have  been  able  to  report  earnings 
of  around  $13.25  a  share  last  year  instead 
of  the  $10.62  it  actually  reported.  Tele- 
dyne's  Henry  Singleton  showed  the  way 
to  do  this.  It  looks  like  Mobil's  manage- 
ment preferred  to  go  for  size  rather  than 
profitability. 

Or — again  unthinkable — management 
might  have  passed  the  money  out  to 
stockholders  and  permitted  them  to  in- 
vest in  any  way  they  saw  fit.  The  year 
was  1974  and  there  were  a  lot  better 
bargains  lying  around  than  the  shares  of 
Marcor. 

"Our  shareholders  believe  we  can  rein- 


vest the  money  better  than  they  can," 
Woods  says.  Did  anybody  really  give  the 
stockholders  any  choice?  As  for  shrink- 
ing Mobil's  capitalization  but  increasing 
per-share  earnings  and  assets  by  buying 
in  a  big  piece  of  Mobil  stock,  Woods 
says,  "It's  kind  of  an  interesting  hypoth- 
esis," but  he  thinks  it's  not  what  Mobil's 
stockholders  would  like  to  see  the  com- 
pany do  with  its  assets.  "I  think  share- 
holders are  investing  with  the  company 
for  the  long  pull,"  he  says. 

Long  pull?  Five  years  is  a  pretty  long 
pull  the  way  things  go  today.  What  has 
happened  since  1974  makes  Marcor  look 
like  even  less  of  a  good  investment. 
Shares  of  Sears,  Marcor 's  far  bigger  and 
smarter  competitor,  now  sell  below  book 
value  and  at  seven  times  1978  earnings. 
Using  Sears  as  a  standard  of  comparison, 
a  little  arithmetic  shows  that  Marcor  as 
an  independent  company  would  have  a 
market  value  of  perhaps  two-thirds  of 
what  Mobil  paid  for  it  five  years  ago.  If 
Mobil  management  is  to  suffer  abuse  for 
using  its  dollar  power  to  buy  Marcor, 
perhaps  it  is  being  abused  for  the  wrong 
reason.  It's  one  thing  to  be  beaten  over' 
the  head  and  have  to  cry  all  the  way  to 
the  bank.  It's  something  else  to  suffer 
pain  to  no  useful  end.  ■ 
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Death,  taxes  and  lackluster  management 
have  eroded  the  Keck  family's  control  of  Supe- 
rior Oil,  hut  not  the  company's  wealth — which 
makes  it  a  tempting  takeover  target. 


The  juiciest  prize 
of  them  all? 


By  Howard  Rudnitsky 
and  William  Harris 

ALMOST  THREE  YEARS  AGO  FORBES 
wrote  of  The  Superior  Oil  Co.: 
"Superior's  empire  is  a  treasure 
trove  of  oil,  gas,  coal,  nickel,  copper  and 
fertile  farmland.  But  wealth  must  be 
managed,  and  Howard  Keek's  [Superior's 
chairman  and  principal  stockholder]  rec- 
ord to  date  is  hardly  reassuring."  Its 
>tock  then  sold  at  185.  With  oil  already 
it  $1 1.50  a  barrel,  Superior's  shares  were 
selling  at  half  what  they  had  been  worth 
when  oil  was  $3  a  barrel.  At  the  same 
:ime  natural  gas  prices  also  jumped. 

Much  oil  and  gas  has  flowed  since  we 
wrote  that,  much  has  changed  at  the  $1.9 
million  (assets)  Houston-headquartered 
)il  company  and  the  stock  has  more  than 
doubled.  What  got  Keck  moving?  The  old 
story:  A  good  many  investors  have  come 
:o  realize  that  Superior  might  be  worth 
more  under  someone  else's  manage- 
ment. At  a  time  when  Mobil  Oil  was 
villing  to  pay  International  Paper  $800 
million  for  General  Crude  Oil's  95  mil- 
ion  barrels  of  oil  and  330  billion  cubic 
seet  of  gas,  Superior,  with  three  times  as 
nuch  in  oil  reserves  and  nearly  ten  times 
Is  much  in  gas  reserves — to  say  nothing 
i)f  its  other  mineral  wealth — as  recently 
Is  mid- 1978  had  a  total  market  value  of 
lightly  over  $1  billion.  Statistically,  Su- 
'erior  v/as — and  is,  even  at  today's  $390 
'rice — a  bargain. 

Keck  made  a  classic  blunder:  While  oil 
I  nd  gas  were  becoming  more  valuable,  he 
jiermitted  Superior's  reserves  to  decline 
|,nd  poured  most  of  his  capital  into  ac- 
quiring farmland  and  mining  companies, 
tuperior's  crude  oil  reserves  sagged  by 
ome  65%  after  1960  and  gas  reserves 
•yere  off  nearly  as  sharply. 
What  remained,  however,  was  still 
ery  substantial.  Starting  in  1977  Superi- 
jr's  gas  reserves  increased  as  Keck  began 
o  see  the  fruits  of  a  belated  spending 
ivival  in  his  basic  business.  He  aggres- 
vely  sought  and  bought  top  exploration 


people — particularly  from  Mobil  Oil, 
which  has  resulted  in  a  lawsuit.  In  1977- 
78  Superior  spent  $560  million  on  oil  and 
gas  development  and  exploration.  It  also 
acquired  Austral  Oil.  To  do  all  this  Keck 
borrowed  nearly  $300  million;  previously 
Superior  had  been  very  cautious  about 
debt.  By  early  1979  he  could  report  1.8 
trillion  cubic  feet  of  proved  and  devel- 
oped natural  gas  and  139  million  barrels 
of  oil  in  the  U.S.  Through  51% -owned 
Canadian  Superior,  he  could  also  report 
control  of  1 .7  trillion  cubic  feet  of  gas  and 
175  million  barrels  of  oil. 

Late  last  month,  investors  were  digest- 
ing a  brand  new  estimate  of  the  worth  of 
Superior's  petroleum  reserves  by  John  S. 
Herold,  Inc.,  publisher  of  the  Oil  Industry 
Comparative  Appraisals:  about  $650  a 
share.  Herold,  of  course,  does  not  set 
market  prices.  Some  investors  feel  a 


Superior  Oil's  Chairman  Howard  B  Keck 


Running  scared  to  stay  independent? 


higher  value  will  result  late  in  1979  when 
the  terms  of  a  merger  with  Canadian 
Superior  Oil  should  be  announced. 

Short  of  a  sellout,  there  is  little  pros- 
pect of  Superior's  stock  price  doubling 
quickly.  Is  a  sellout  possible?  Over  How- 
ard Keek's  dead  body,  is  the  feeling  in 
Texas.  The  elusive  multimillionaire  said 
in  one  of  his  rare  interviews  last  year,  "I 
must  refuse  things  like  that  [takeover 
offers]  ten  times  a  year.  All  kinds  of 
uninformed  people  make  passes  at  you." 
One  can  hardly  blame  would-be  acquisi- 
tors.  Among  Superior's  jewels:  37,500 
acres  of  rich  California  farmland,  sizable 
reserves  of  Canadian  coal,  copper  and 
nickel  and  an  estimated  6,500  acres  of 
potentially  valuable  oil  shale  lands  in 
Colorado. 

That  Keck  would  even  bother  to  deny 
Superior  was  for  sale  suggests  that  he 
feels  somewhat  vulnerable.  It  was  no 
accident  that  last  year  he  persuaded 
shareholders  to  change  the  bylaws — 
now  requiring  a  vote  of  more  than  75% 
of  the  shares  to  effectuate  a  merger  with 
or  sale  to  another  company.  Why  should 
the  founder's  son  feel  vulnerable?  New 
York  investment  banker  Joseph  Tovey 
suggests  an  answer:  "Over  the  past  de- 
cade the  foundation  set  up  by  the  late 
William  B.  Keck  has  gradually  been  sell- 
ing Superior  stock  for  estate  purposes. 
That  is  steadily  eroding  Howard  Keek's 
control." 

How  much  stock  does  Howard  Keck, 
65,  control?  According  to  Superior's  1979 
proxy,  136,000  shares  directly  and  about 
613,000  as  voting  trustee  for  various 
foundations.  Superior  has  just  over  4  mil- 
lion shares  outstanding;  so  that  gives 
him  the  right  to  vote  18.7%  of  the 
shares.  Another  4.2%  sits  with  an  older 
brother,  William  M.  Keck  Jr.  While  the 
two  are  not  close,  blood  might  prove 
thicker  than  money  if  Superior's  inde- 
pendence were  threatened;  on  the  other 
hand,  it  might  not.  Yet  another  200,000 
shares  are  held  in  trust  by  the  Union 
Bank  in  Los  Angeles;  Howard  Keck  is 
the  income  beneficiary  only.  What  the 
bank  would  do  in  the  event  of  an  attrac- 
tive cash  offer  is  by  no  means  clear. 

The  crucial  point  is:  Investing  institu- 
tions now  own  over  30%  of  the  shares, 
and  they  are  ERISA-bound  to  accept  an 
attractive  offer.  If  they  were  to  proffer 
their  1.2  million  shares  and  the  arbitra- 
geurs join  the  fray,  a  would-be  acquisitor 
could  gain  control  of  Superior  even  with- 
out the  75%  required  for  a  merger. 

Recognizing  this,  Keck  has  been  try- 
ing to  engineer  the  merger  with  rich 
Canadian  Superior  Oil,  a  51% -owned 
subsidiary.  It  might  cost  Keck  at  least 
$500  million  to  acquire  the  49%  minor- 
ity interest.  If  he  persuades  the  Canadi- 
an minority  owners  to  take  that  much 
in  parent  company  stock,  he  would  en- 
large Superior's  capitalization  and  make 
it  that  much  more  difficult  for  anyone 
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to  get  a  majority  of  the  parent  stock. 
Some  analysts  also  believe  Keck  might 
make  a  similar,  although  later,  move 
with  Mclntyre  Mines,  a  Canadian  coal 
producer,  and  Falconbridge  Nickel 
Mines,  a  Canadian  copper  and  nickel 
producer,  both  controlled  by  Superior. 
This  would  further  enlarge  the  parent's 
total  capitalization. 

"I  think  Keek's  grand  design  is  to 
merge  all  his  companies  and  produce  a  $2 
billion  natural  resources  complex  which 
would  be  too  big  for  anyone  to  swallow. 
That  would  be  Keek's  monument  when 
he  retires  in  the  early  1980s,"  says  a 
close  observer.  Howard  Keck  would  thus 
vindicate  himself  with  some  in  the  Tex- 
as oil  community,  who've  measured  him 
against  his  legendary  father  and  found 


him  wanting.  There  are  no  more  Kecks 
in  Superior's  future;  Howard's  own  son  is 
a  bank  executive.  But  family  pride  is  very 
much  involved  in  Superior's  remaining  a 
big  and  independent  company. 

Isn't  Superior's  very  size  a  guarantee 
against  takeover?  Even  without  the' pro- 
posed mergers  with  subsidiaries,  it 
might  take  as  much  as  $2.5  billion  to 
acquire  the  company  (assuming  a  60% 
premium  over  the  market  price).  Who 
could  come  up  with  that  kind  of  scratch? 
A  New  York  oil  analyst  supplies  the  an- 
swer: a  consortium,  such  as  the  one  that 
paid  Kennecott  $1.2  billion  for  Peabody 
Coal.  Impossible?  Nothing  is  impossible 
when  what  is  at  stake  is  priceless  oil  and 
gas  in  the  U.S.  and  Canada. 

Last  month  Superior  Oil  held  its  annu- 


The  American  flag  is  providing  a  new  kind  of 
shelter  for  companies  trying  to  avoid  a  take- 
over— especially  by  an  oil  company. 


Crown 
Zellerbach's 
preemptive  strike 


The  day  before,  at  the  company's  May  10 
annual  meeting,  Dahl  made  it  clear  that 
he,  too,  viewed  such  a  takeover  attempt 
as  downright  un-American— a  "specific 
defiance  of  the  President's  energy  policy 
at  a  time  when  our  nation  faces  an  ener- 
gy crisis  that  has  increased  the  price  of 
gasoline  to  $1  a  gallon." 

Just  a  lot  of  corporate  marsh  gas? 
Whatever  it  was,  it  seems  to  have  done 
the  trick.  Little  more  than  a  week  later, 
Phillips  tried  to  bury  the  takeover  ru- 
mors with  a  carefully  worded  press  re- 
lease saying  it  had  "not  acquired  nor 
does  it  have  any  present  plans  to  ac- 
quire" Zeiierbach  stock.  Other  oil  com- 
panies also  denied  any  current  interest. 

Zellerbach's  action  amounted  to  a  suc- 
cessful preemptive  strike,  signaling  the 
emergence  of  a  new,  important  strategy 
in  beating  back  unwanted  takeover  at- 
tempts. It  used  to  be  that  management 
waited  until  a  takeover  offer  had  been 
received  before  commenting  on  it.  Then 
it  tried  to  defend  itself  by  arguing  the 
offer  wasn't  in  the  best  interests  of 


By  Norman  Pearlstine 
and  Kathleen  K.  Wiegner 

On  Capitol  Hill  Senator  Henry 
Jackson  was  in  high  dudgeon.  The 
Washington  Democrat,  who 
heads  the  powerful  Senate  energy  com- 
mittee, had  just  heard  that  a  big  oil  com- 
pany— perhaps  Phillips  Petroleum  Co. — 
was  considering  a  takeover  attempt  on 
San  Francisco-based  Crown  Zeiierbach 
Corp.,  the  $2.5  billion  (sales)  forest-prod- 
ucts company.  "It's  incredible,"  he 
fumed,  that  an  oil  company  would  be 
trying  to  arrange  such  a  takeover  just  as 
the  industry  was  beseeching  Congress 
for  "handouts,"  that  is,  relief  from  Jim- 
my Carter's  proposed  windfall-profits 
tax.  Instead,  Jackson  threatened  the  oil 
companies  with  "a  good  punch  in  the 
nose"  should  they  attempt  to  use  their 
profits  for  anything  except  new  drilling. 

That  was  music  to  the  ears  of  Zeiier- 
bach Chairman  Charles  R.  Dahl,  who 
was  counting  on  just  such  congressional 
outrage  to  help  fight  off  any  oily  suitors. 

44 


al  meeting.  It  was,  as  usual,  low  profile. 
Held  quietly,  and  quickly,  at  the  First 
National  Bank  of  Reno,  Nev.,  in  the  mid- 
dle of  the  glittering  downtown  gambling 
casinos,  it  attracted  only  26  people — 14( 
representing  management,  two  accoun 
tants,  one  Forbes  reporter  and  about 
nine  stockholders.  Everybody  looked 
bored,  because  nothing  of  any  substance 
was  discussed. 

Even  the  first  quarter  earnings — which 
had  been  released  two  days  prior  to  the 
meeting,  and  which  had  nearly  doubled 
to  $10.06  per  share — induced  yawning. 
After  all,  who  cares  about  Superior's 
earnings?  It's  what's  in  the  ground  that 
counts.  For  this  very  reason,  Superior's 
next  annual  meeting  may  not  be  as  quiet 
as  this  one.B 


shareholders  or  that  it  violated  securi 
ties,  antitrust  or  other  government  regu- 
lations. But  Zeiierbach  came  out  swing 
ing  before  it  even  knew  for  sure  who  was 
planning  to  make  an  offer.  Rather  than 
seek  support  from  the  courts  or  its  own 
shareholders,  it  appealed  directly  to  Con 
gress,  arguing  public  policy  and  patrio 
tism  instead  of  economics.  But  in  doing 
so  it  also  raised  important  questions 
about  the  rights  of  other  companies 
seeking  to  diversify  and  the  rights  of 
stockholders  to  at  least  learn  about  an 
offer  before  management  rejects  it. 

Exactly  what  prompted  speculation 
about  a  takeover  of  Crown  Zeiierbach 
isn't  clear.  Some  sources  say  that  Phil 
lips,  looking  to  spend  the  profits  from 
last  year's  sale  of  its  48%  interest  in 
Pacific  Petroleum  Ltd.,  had  commis 
sioned  its  investment  banker,  Morgan 
Stanley  &  Co.,  to  prepare  a  shopping  list 
of  possible  acquisitions  and  that  Zeiier- 
bach was  at  or  near  the  top  of  that  list. 
When  that  list  leaked,  they  say,  the  ru- 
mor mills  drove  up  the  price  of  Zeller- 
bach's stock  from  $33  a  share  to  as  high 
as  $43.  Others  say  rumors  about  the 
Morgan  Stanley  list  were  weeks  old,  but 
that  the  market  didn't  react  until  after 
they  reached  Zeiierbach  management  on) 
the  West  Coast  in  early  May. 

In  any  case,  Zeiierbach  began  about 
that  time  to  assemble  a  team  of  outside 
experts,  including  lawyers,  public  rela- 
tions people,  investment  bankers  and) 
proxy  solicitors,  to  fight  any  takeover 
bid.  One  source  hints  Zeiierbach  began 
by  seeking  the  services  of  lawyer  Joe 
Flom,  the  near-legendary  tender-fight 
specialist,  only  to  be  told  that  Flom's 
services  weren't  available,  presumably 
because  he  had  already  been  hired  by  the 
opposition.  That  really  set  off  alarm  bells 
within  Zeiierbach.  So  the  company 
promptly  hired  one  of  Flom's  best- 
known  adversaries,  Martin  Lipton,  asj 
well  as  Gershon  Kekst,  a  savvy  infighter 
whose  public  relations  firm  of  Kekst  &. 
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Co.  had  helped  Mead  Corp.  withstand 
Occidental  Petroleum's  assault  last  fall 
(Forbes,  Dec  11,  1978). 

Crown  Zellerbach  management  and 
its  outside  advisers  realized  the  company 
was  vulnerable  to  a  takeover,  and  any 
company  that  could  afford  to  acquire  it 
would  be  getting  a  bargain.  Even  at  $60 
or  $70  a  share,  the  rumored  offering 
price,  Zellerbach  would  have  been  what 
one  observer  labeled  the  "steal  of  the 
century."  It  owns  or  controls  3.4  million 
acres  of  prime  timberland,  worth  an  esti- 
mated $104  a  share  alone — not  to  men- 
tion its  plants  and  other  tangible  assets. 
With  a  13%  return  on  equity,  it  makes 
less  on  those  assets  (Forbes,  Nov.  13, 
1978)  than  competitors  like  Union 
Camp  (21%)  or  Mead  (19%).  As  a  result, 
its  stock  price  had  been  languishing. 


Zellerbach  also  realized  that  its  25 
million  shares  outstanding  put  at  least  a 
$1.5  billion  tag  on  any  acquisition — 
beyond  the  reach  of  anyone  but  an  oil 
company.  Zellerbach  tabbed  four — Ash- 
land, Exxon,  Standard  of  California  and 
Phillips — as  possibilities,  with  Phillips 
the  most  likely.  It  had  been  hoarding 
cash  (it  now  has  some  $1.2  billion,  vs. 
$293  million  at  the  end  of  1977)  and  was 
known  to  be  keen  on  diversifying.  Fear- 
ing that  shareholders  would  jump  at  an 
offer  doubling  the  price  of  their  stock, 
Zellerbach  decided  to  push  the  public 
policy  argument. 

Only  a  few  years  ago  the  Senate's  liber- 
al trustbusters  had  been  unable  to  gener- 
ate much  enthusiasm  for  a  crusade 
against  big  oil — in  1974,  say,  when  Mobil 
made  its  $1.5  billion  acquisition  of  Mar- 


cor,  or  more  recently,  when  Atlantic 
Richfield  bought  Anaconda.  But  these 
were  peaceful  deals  predating  the  recent 
long  lines  at  filling  stations  and  bulges  in 
oil  company  quarterly  earnings. 

Now  the  public's  mood  is  different. 
Says  Marvin  L.  Krasnansky,  vice  presi- 
dent for  corporate  communications  at 
Becton,  Dickinson  &  Co.,  which  has 
been  fighting  a  takeover  bid  by  Sun  Oil 
for  more  than  a  year:  "Each  day  I  kneel 
to  the  East  in  prayerful  thanks  to  the 
Ayatollah  Khomeini  for  helping  to  create 
the  current  so-called  gasoline  shortage. 
With  the  further  aid  of  Carter,  Kennedy 
and  others,  the  issue  of  oil  company  prof- 
its and  what  the  oil  companies  have  been 
doing  with  them  is  back  on  page  one." 

Senator  Jackson  almost  sounds  as 
though  he  favors  nationalization  of  the 
oil  industry  when  he  tells  Forbes  that 
the  "oil  industry,  to  paraphrase  Justice 
Brandeis,  is  a  business  with  a  public  in- 
terest. It's  not  just  another  business.  It 
has  the  ability  to  bring  the  free  enter- 
prise system  to  a  grinding  halt."  With 
similar  thoughts  in  mind,  Senator  Ed- 
ward Kennedy  is  introducing  an  amend- 
ment to  the  Clayton  Act  that  would  bar 
big  oil  companies  from  buying  compa- 
nies whose  assets  exceed  $100  million. 
Such  a  bill  would  presumably  not  only 
protect  companies  like  Zellerbach  and 
Becton,  Dickinson  from  future  takeover 
attempts  but  also  prohibit  Exxon  from 
completing  its  recently  announced  plans 
to  acquire  Reliance  Electric. 

Lost  in  all  the  noise,  thus  far,  is  any 
thought  about  the  rights  of  shareholders. 
Zellerbach's  Dahl  told  the  annual  meet- 
ing that  company  directors  would  "con- 
sider" any  offer,  but  that  was  clearly  lip 
service  to  discourage  civil  lawsuits  by 
shareholders  not  averse  to  doubling  their 
money.  By  launching  a  strong  preemp- 
tive strike — Dahl  went  so  far  as  to  men- 
tion Phillips  by  name  in  a  prepared  re- 
lease— he  clearly  wanted  to  choke  off  an 
offer  before  it  could  be  made. 

The  oil  companies  have  become  the 
cash  beneficiaries  of  OPEC  extortion  but 
they  have  also  become  scapegoats  for 
Americans'  inability  to  focus  on  the  real 
issues.  Thus,  they  are  vulnerable  to  this 
kind  of  attack.  But  there  are  obvious 
dangers  involved  for  business  when  ex- 
ecutives run  to  the  likes  of  Teddy  Kenne- 
dy to  protect  them  from  unwanted  take- 
overs. (Today  the  oil  companies.  Tomor- 
row?) And  what  of  the  rights  of 
stockholders?  Are  their  stock  certificates 
merely  pieces  of  paper,  entitling  them  to 
whatever  dividends  management  may 
see  fit  to  dole  out?  Or  do  these  certifi- 
cates really  represent  part-ownerhsip  in  a 
business,  which  they  are  entitled  to  sell 
to  whoever  makes  them  an  attractive 
offer?  It's  a  curious  kind  of  patriotism 
that  justifies  managements  to  hold  office 
as  if  by  feudal  right.  Stockholders,  after 
all,  are  citizens,  not  serfs.  ■ 
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Jerry  Tsai  has  discovered  the  life  insurance 
company,  and  it  could  make  him  even  richer 
than  mutual  funds  did. 


Jerry  Tsai  is  back 
(Did  he  ever 
go  away?) 


By  Lawrence  Minard 


You  have  to  judge  Jerry  Tsai  by  two 
separate  standards.  As  a  manager 
of  other  people's  money  he  has 
been  responsible  for  at  least  two  disas- 
ters. As  a  manager  of  his  own  money  he 
has  been  a  genius. 

Remember  Manhattan  Fund?  At  the 
height  of  the  1960s  bull  market  and  with  a 
mighty  assist  from  a  three-page  story  in 
Business  Week,  Tsai  launched  the  fund  as  a 
vehicle  for  his  highly  publicized  stock- 
picking  skills.  ("All  the  final  trading  deci- 
sions are  made  by  me,"  he  said  at  the 
time.]  He  garnered  $270  million  of  public 
money  in  one  swoop  and  over  $250  mil- 
lion later.  Then  he  proceeded  to  lose  most 
of  that  money  for  its  owners.  That  half-a- 
billion-dollar  pool  of  capital  is  now  just 
$45  million.  The  shares  that  went  public 
at  $9.15  are  now  at  $2.66.  Allowing  for 
inflation,  investors  who  followed  this 
Pied  Piper  from  the  beginning  have  lost 
about  90%  of  their  money  on  buys  like 
National  Student  Marketing,  Four  Sea- 
sons Nursing,  Parvin-Dohrmann. 

Tsai  was  as  smart  with  his  own  money 
as  he  was  adventurous  with  other  peo- 
ple's. Of  the  go-go  era's  money  manag- 
ers, Tsai  was  one  of  the  handful  who 
survived.  Indeed,  he  thrived.  In  1968, 
when  the  publicity  drums  hadn't  yet  be- 
gun to  sound  hollow,  he  sold  Tsai  Man- 
agement &  Research  Corp.,  which  man- 
aged the  fund,  to  Chicago's  CNA  Finan- 
cial Corp.  for  $27  million  worth  of  CNA 
stock.  As  a  top  executive  of  CNA,  Tsai 
was  reportedly  responsible  for  its  pur- 
chase of  the  Larwin  Group  realty  oper- 
ation. Thanks  to  Larwin,  Tsai  Manage- 
ment and  other  ill-starred  investments, 
CNA  Corp.  almost  collapsed,  but  well 
before  that  Tsai  had  sold  his  CNA  shares 
and  moved  on.  Since  then  he  has  been 
managing  some  investments  and  run- 
ning the  smallish  brokerage  house  he 
owns,  G.  Tsai  &  Co. 

With  a  record  like  that  you  might  ex- 
pect Jerry  Tsai  to  remain  out  of  the  lime- 


Associatecl  Madison's  Jerry  Tsai 

A  quiet  bid  for  an  insurance  empire. 

light.  At  least,  you'd  expect  him  not  to 
try  making  another  bid  for  the  public's 
money.  People's  memories,  after  all, 
aren't  that  short. 

Or  are  they?  Consider  this:  Without 
benefit  of  publicity  this  time,  but  with  all 
his  old  boldness,  Jerry  Tsai  has  launched 
a  drive  to  gain  control  of  what  he  appar- 
ently hopes  will  be  a  $1  billion  insurance 
empire.  He  may  well  succeed,  notwith- 
standing his  checkered  investment  re- 
cord. Lately  Jerry  Tsai  has  been  buying 
and  selling  insurance  companies  the  way 
he  once  traded  stocks.  But  buying  more 
than  selling. 

Early  last  year  he  laid  out  a  relatively 
modest  $2.2  million  to  buy  control  of  the 
holding  company  for  the  $50  million  (as- 
sets) Madison  Life  Insurance  Co.  Thirty 


million  of  that  is  held  in  reserve  for  poli- 
cyholders, of  course,  but  managing  thai 
money  is  a  form  of  power.  That's  whal 
you  call  leverage — $1  gets  Tsai  control  oj 
$22.73  in  Madison  Life  assets.  He  then 
offered  to  trade  some  holding  company 
shares  (plus  cash)  to  get  control  of  Pioj 
neer  Western,  which  has  $100  million  in 
life  insurance  assets.  The  deal  never 
gelled,  but  Tsai  ended  up  making  a  $2 
million  profit  for  his  holding  company  by 
selling  his  Pioneer  Western  shares  tcj 
Kansas  City  Southern  Industries. 

Then,  another  prize  swam  into  his 
ken.  Frank  Crohn,  the  chairman  and 
founder  of  New  York's  fast-growing 
Beneficial  National  Life  Insurance  Co., 
was  looking  for  someone  to  buy  the  con- 
trolling (60%)  interest  in  his  company 
that  was  held  by  a  Los  Angeles  group 
Jerry  Tsai  agreed  to  buy  the  stock  for 
$21.5  million. 

Even  for  Jerry  Tsai  that's  big  money. 
But  he  has  decided  to  sell  Madison  Life, 
for  $18.5  million.  There  was  also  the 
profit  from  Pioneer  Western.  The  bal- 
ance he  could  borrow. 

What  will  Tsai  gain  by  the  switch?  A 
great  deal.  Beneficial's  assets  are  twice 
Madison  Life's  and  it  is  a  much  faster 
growing  company.  So,  while  the  deal  will 
somewhat  dilute  Tsai's  ownership  (his 
holding  company  owning  only  60%  of 
Beneficial  vs.  99%  of  Madison),  his  pyra- 
mid had  grown  that  much  higher. 

To  recapitulate:  Tsai's  $2.2  million 
($800,000  of  which  was  borrowed)  had 
purchased  a  13%  controlling  interest  in  a 
holding  company  which  will  now  own 
60%  of  a  $100  million-assets-and-grow- 
ing-fast  life  insurance  company,  Benefi- 
cial National.  Tsai's  leverage  will  now 
have  increased  to  44-to-l. 

Tsai  is  paying  a  rather  steep  13  times 
earnings  for  his  Beneficial  National 
shares,  but  it  is  leverage  Tsai  is  after. 
Beneficial  has  $4.2  billion  worth  of  insur- 
ance in  force  [vs.  $500  million  for  Madi- 
son Life).  Its  policy  premium  revenues 
have  nearly  doubled  in  five  years,  to  $30 
million  last  year,  against  Madison's 
small  drop  to  about  $8  million. 

"Madison  Life,"  explains  Frank 
Crohn,  "is  a  relatively  mature  life  com- 
pany whereas  Beneficial  is  like  a  teen- 
ager just  approaching  adulthood." 

Jerry  Tsai  might  see  more  in  Beneficial 
than  its  growth  and  unstoppable  power 
to  generate  cash.  There  are  assets  that 
could  probably  be  managed  more  specu- 
latively and  more  profitably.  Running  a 
life  company  could  be  like  the  good  old 
days  of  running  a  mutual  fund,  only  bet- 
ter. Why  better?  Because  in  a  life  insur- 
ance company,  you  repay  policyholders 
in  the  future  with  steadily  depreciating 
dollars,  but  you  get  to  use  their  money 
now  and  keep  what  you  can  make  on  it. 
And  unlike  mutual  fund  investors,  poli- 
cyholders rarely  cancel  their  policies. 
The  cash  ]ust  rolls  in. 
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I Let's  look  at  Beneficial  National's  $60 
million  investment  portfolio.  Frank 
Crohn  has  invested  it  conservatively. 
The  $31  million  bond  portion  has  an 
average  maturity  of  just  five  years  and 
average  yield  of  just  8%.  Stocks?  Just  $2 
million  worth,  with  no  stock  accounting 
for  more  than  $100,000.  Reflecting 
Crohn's  conservativism,  Beneficial  Na- 
tional's investment  income  last  year  was 
just  $3.7  million,  a  6%  return. 

Tsai  no  longer  sees  publicity  as  useful; 
he  refused  to  be  interviewed  by  Forbes 
for  this  article  (although  he  subsequently 
agreed  to  help  check  the  facts).  Based  on 
his  past  performance,  however,  we  can 
make  some  guesses  as  to  his  plans: 

Typically,  a  U.S.  life  insurance  com- 
pany has  around  7%  of  its  portfolio  in 
common  stocks,  vs.  Beneficial's  3%.  Tsai 
can  liquidate  $4  million  in  bonds  and 
invest  the  proceeds  in  additional  com- 
mon stocks  and  still  fall  within  the  10% 
rule-of-thumb  convention  limiting  poli- 
cyholders' exposure  to  market  fluctu- 
ations. Suppose  under  this  aggressive 
management  Tsai  earns,  in  dividends 
and  capital  gains,  20%  on  the  stocks; 
that's  $1.2  million  right  there.  Then  he 
can  swap  the  remaining  $27  million  in 
bonds  yielding  8%  on  average  for  maybe 
$25  million  of  riskier,  longer-term  bonds 
yielding  13%.  That's  $3.25  million  on 
the  bond  portfolio,  or  a  quick  $750,000 
addition  to  investment  income,  without 
[tampering  with  Beneficial's  $14  million 
mortgage  portfolio  or  its  $12  million 
policy  loans  asset  (policy  loans  are  loans 
raken  against  a  policyholder's  life  insur- 
ance reserves).  If  Beneficial  National  con- 
inues  its  15%-a-year  compound  growth 
•ate,  the  investment  income  curve  rises 
;ven  more  rapidly. 

Tsai  might  operate  more  aggressively 
n  other  areas,  too.  Frank  Crohn  has 
vritten  off  Beneficial's  policy  acquisi- 
ion  costs  quickly,  often  in  the  year  they 
occur;  less  conservative  outfits  defer 
hese  costs  over  five,  even  ten  years.  Tsai 
ould  too,  and  boost  Beneficial's  reported 
brofits  through  accounting  gimmickry. 

Let's  add  up  these  figures.  Assuming 
Tsai  does  what  we  think  he  may  do, 
peneficial  National  could  be  earning  $3  a 
share  after  a  few  years,  up  from  $1.27  last 
I'ear.  At  that  rate,  Tsai's  $17  a  share 
iiurchase  price  wouldn't  look  so  high. 
Vnd  that's  without  counting  the  profits 
rom  the  company's  growth. 
!  Or  he  may  decide  to  use  Beneficial 
National's  cash  flow  and  highly  success- 
ful insurance  mass-marketing  program 
jo  get  back  into  the  mutual  fund  busi- 
ness. Explains  Timothy  McNamar,  ex- 
ecutive vice  president  at  Los  Angeles' 
(eneficial  Standard  Corp.,  the  holding 
jompany  whose  subsidiary  is  the  party 
jelling  the  60%  interest  to  Tsai: 
i  "In  most  whole  life  insurance  policies, 
he  excess  premium  over  what's  needed 
)r  pure  protection  is  invested  in  very 


conservative  holdings.  That's  what 
Beneficial  has  done.  But  you  can  also  put 
together  a  much  more  aggressive  policy 
by  which  you  invest  a  portion  of  the 
excess  in  a  mutual  fund;  you  sell  the 
policy  on  the  basis  that  the  buyer  might 
make  10%  or  15%  a  year  on  the  fund's 
appreciation.  With  a  name  like  Jerry  Tsai 
on  the  fund,  it  might  just  be  magic." 
Magic?  After  1968? 

Says  John  Muir  &  Co.'s  Ray  Dirks,  the 
insurance  analyst  who  blew  the  whistle 
on  Equity  Funding  and  who  takes  a  hard- 
headed  view  of  Tsai's  plans: 

"Jerry  is  probably  hoping  that  the  mar- 
ket value  of  Associated  Madison's  stock 
will  go  up  to  reflect  the  fast  growth  of 
Beneficial  National.  If  it  does,  then  Tsai 
can  go  out  and  make  additional  acquisi- 
tions for  Associated  Madison  stock  in- 
stead of  cash  as  he  has  been  doing."  In 
this  way  could  $1.4  million  of  a  man's 
personal  cash  grow  to  control  over  $1 
billion  in  public  assets. 

Jerry  Tsai  is  by  no  means  the  first 
financier  to  pyramid  insurance  company 
assets  into  a  financial  empire.  Teledyne's 
Dr.  Henry  Singleton,  Reliance  Group's 
Saul  Steinberg  and  Loews  Corp.'s  Larry 
Tisch  have  all  played  the  game  with  con- 
siderable success — for  themselves  and 
their  shareholders.  But  Jerry  Tsai  comes 
late  to  this  game — as  he  came  late  to  the 
mutual  fund  game.  Whether  he  comes 
too  late  remains  to  be  seen.  It  also  re- 
mains to  be  seen  whether  the  New  York 
State  Insurance  Department  will  approve 


his  purchase  of  Beneficial  National. 
There  are  some  hard  questions  they 
could  ask.  Tsai  is  reportedly  under  inves- 
tigation by  the  SEC  concerning  his  accu- 
mulation and  later  sale  back  to  the  bro- 
kerage firm  of  a  big  block  of  Bache  &.  Co. 
stock  in  June  1978. 

Say  this  for  Jerry  Tsai:  He  aims  high. 
He  parlayed  a  modest  beginning  as  a 
portfolio  manager  at  Boston's  prestigious 
Fidelity  Management  &  Research  Co. 
into  the  role  of  a  (temporary)  media  hero 
and  a  (permanent)  multimillionaire.  Such 
a  man  could  not  forever  be  content  on 
the  sidelines.  This  time  he's  aiming  even 
higher,-  after  all,  he's  only  50.  Here's 
where  he  currently  stands: 

He  owns  13%  of  his  insurance  vehicle, 
the  holding  company  called  Associated 
Madison  Companies,  Inc.,  and  has  op- 
tions enough  to  gain  a  total  of  23% .  It's  a 
modest  enough  start:  Associated  Madi- 
son, traded  over-the-counter,  has  2.9  mil- 
lion shares  outstanding  and  trades  at  $2 
to  $4  a  share.  But  the  pyramid  is  already 
taking  shape  and  he  has  told  the  Wall 
Street  Journal  that  he  aims  to  build  a  $1 
billion  insurance  empire. 

Jerry  Tsai's  record  at  managing  other 
people's  money  at  CNA  Corp.  and  at 
Manhattan  Fund  will,  presumably,  be  on 
the  minds  of  state  regulators.  Insurance 
company  executives  contemplating  a  bid 
to  become  the  next  chunk  of  Tsai's  pyra- 
mid may  also  wish  to  give  his  record 
some  thought  before  placing  their  policy- 
holders' assets  in  his  care.  ■ 


For  the  first  time  in  204  years,  the  question 
can  be  asked: 


Do  we  really 
need  the 
Postal  Service? 


By  Phyllis  Herman 


"When  this  industry  becomes  obso- 
lescent, various  kinds  of  transfer  pay- 
ments will  have  to  be  made  to  these 
postal  workers  ...  in  the  form  of 
training  and  retraining.  It's  not  some- 
thing [Americans]  can  get  away  from, 
and  they  should  not  expect  the  bill  to 
be  cheap." 

— Union  leader  James  J. 
LaPenta  Jr.,  Mail  Handlers'  division 
of  Laborers'  International 


James  LaPenta  says  the  federal  govern- 
ment should  be  prepared  to  train  600,000 
postal  employees  for  another  line  of 
work  because  he  believes  the  U.S.  Postal 
Service  may  go  out  of  business.  He  may 
have  a  point.  Consider: 

•  In  package  delivery,  United  Parcel 
Service,  the  $2.8  million  (sales)  firm, 
handles  3  Vi  times  as  many  parcels  as  the 
Postal  Service's  Parcel  Post  division. 

•  Last  year  the  market  for  high-speed 
delivery  of  small  packages  was  an  esti- 
mated $1.3  billion.  The  market  leader: 
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Federal  Express.  The  U.S.  Postal  Ser- 
vice's share:  $88.6  million  or  6.8%. 

•  Some  utilities,  like  Duke  Power  and 
Florida  Power  &  Light  that  once  sent  bills 
by  first-class  mail  now  have  their  own 
delivery  programs  with  full-time  employ- 
ees. Federal  law,  which guaranteesapostal 
monopoly  on  first-class  mail,  prohibits 
businesses  using  most  third  parties — but 
not  their  own  workers. 

•  Increasingly,  there  has  been  alterna- 
tive delivery  of  third-class  advertising 
material  that  once  went  by  mail:  close  to 
2  billion  telephone  sales  calls  and  roughly 
20  billion  ad  inserts. 

•  Publications  like  Time,  Better  Homes 
&  Gardens,  Business  Week  and  the  Wall 
Street  Journal  are  beginning  to  switch  to 
private  delivery  to  get  their  publications 
in  the  hands  of  readers.  Last  year  the 
cost,  claims  BH&G,  was  10  cents  a  copy, 
vs.  I6V2  cents  for  the  U.S.  mail. 

But  worse  competition  is  in  store 
for  the  Postal  Service  and  explains 
why  union  leaders  like  LaPenta 
are  worried.  The  competition  will  come 
from  electronics.  It  boils  down  to  this: 
Why  shuffle  pieces  of  paper  when  the 
message  can  be  bounced  off  a  satellite  by 
electronic  impulses? 

Like  so  many  institutions  that  are  the 
very  fabric  of  our  life,  the  Postal  Service 
is  fast  becoming  a  victim  of  technology. 
The  basic  intent  of  the  Private  Express 
Statute  was  to  prohibit  anyone  but  the 
Postal  Service  from  carrying  "letters"  for 
a  fee  over  "post  routes."  Passed  in  1792, 
that  law  has  been  broadened  to  include 
everything  from  railroads  to  rivers  as 
postal  routes,  but  it  does  not  cover  trans- 
mitting mail  by  electronic  means.  Elec- 
tronic communications  are  under  the 
Federal  Communications  Commission, 
which  awards  licenses  to  private  compa- 
nies that  don't  need  the  Postal  Service. 

Systems  like  the  IBM-Comsat  Gener- 
al-Aetna consortium's  proposed  Satellite 
Business  Systems  will  have  the  capabili- 
ty to  muscle  in  on  areas  of  big-corporate 
interoffice  communications  that  now  go 
by  mail.  Indeed,  in  a  study  for  the  Postal 
Service,  consultant  Arthur  D.  Little  esti- 
mates that  if  the  Postal  Service  doesn't 
get  a  piece  of  the  action  soon,  private 
telecommunications  companies  like 
AT&T,  RCA  and  Western  Union  may 
bite  off  10.9  billion  messages,  or  15%  of 
the  estimated  73.5  billion  first-class  let- 
ters that  will  be  sent  in  the  U.S.,  by  1985. 

Union  leader  LaPenta  does  not  think 
the  tide  can  be  reversed.  "In  Europe,"  he 
says,  "many  countries  have  a  postal  tele- 
graph-telephone-telecommunications- 
banking  system,  all  controlled  by  one 
minister  of  communications.  We've  nev- 
er had  that  in  America,  and  I'm  not  fool 
enough  to  believe  we  will.  So  I'm  out  to 
protect  the  postal  work  force." 

Government-provided  mail  service 
dates  from  ancient  times  when  kings 
and  generals  needed  a  means  of  commu- 


nicating with  their  armies  and  their  pro- 
consuls in  the  field.  Little  wonder  that 
the  rulers  subsidized  it,  that  they  wanted 
to  keep  it  under  their  control.  In  early 
America,  the  mail  carried  news  and  liter- 
acy to  the  scattered,  isolated  farms 
where  the  bulk  of  our  people  lived.  To 
subsidize  the  mail  service  was  to  subsi- 
dize literacy  and  national  unity. 

But  times  change.  Even  Postmaster 
General  William  F.  Bolger  concedes  that 
what  we  get  in  our  mailbox  is  mostly 
advertising,  bills  and  magazines.  Private 
letters?  In  an  age  of  cheap  long-distance 
calls,  the  private  letter  is  becoming  al- 
most a  curiosity.  It  belongs  to  the  pre- 
Marshall  McLuhan  age.  Unfortunately 
perhaps,  it  is  becoming  the  stock-in- 
trade  of  autograph  dealers  and  has  little 
to  do  with  modern  communication. 

Therefore,  why  not  let  private  compa- 


nies do  what  they're  willing  to  do — deliv- 
er packages  and  messages  at  a  cheaper 
rate  or  more  efficiently?  Bolger,  a  37-year 
veteran  of  the  Postal  Service,  became  its 
second  career  postmaster  in  March  1978. 
Sitting  in  his  wood-paneled  office  on  the 
tenth  floor  of  the  Postal  Service's  new 
building  in  Washington's  L'Enfant  Plaza, 
Bolger  says  grimly:  "If  private  enterprise 
would  provide  universal  service,  then  I 
think  we  oi4ght  to  get  out.  If  anyone  had 
the  ability  or  desire  to  set  up  160,000 
routes  and  40,000  retail  outlets,  I'd  rec- 
ommend to  Congress  that  we  lock  the 
door  to  this  building.  But  I  don't  think 
anyone  will." 

Bolger  sees  the  Postal  Service  not  as  a 
provider  of  individual  services  but  as  an 
organic  whole  whose  parts  and  services 
depend  upon  each  other.  Think  of  a  gen- 
eral store  that  carries  all  the  things  re- 
quired by  a  community,  although  the 


bulk  of  its  profits  may  come  from  meats,  <k 
A  butcher  shop  opens  next  door,  sells  ft 
more  cheaply  and  takes  away  a  large  slicd  St 
of  that  profitable  meat  business.  To  stay  n< 
in  business,  the  general  store  raises  other  p< 
prices. 

Similarly,  to  the  extent  that  some  of  > 
the  Postal  Service's  profitable  operations 
are  bled  off  by  UPS,  Federal  Express  and  J 
eventually  telecommunications  compa-  a 
nies,  Americans  may  ultimately  have  to  :! 
pay  more  for  the  remaining  services —  p 
say,  25-cent  postage — or  settle  for  fewer  c 
services — a  three-day-a-week  delivery  i 
schedule,  say.  Under  the  Postal  Service  n 
system,  Bolger  argues,  the  business  users  t 
are  subsidizing  rural  areas. 

Bolger's  is  a  valid  argument,  but  the  fc 
federal  government  is  already  rejecting  a  i 
similar  one  from  AT&T.  Ma  Bell  argued  s 
that  it  functions  as  a  system  and  allowing 
rivals  to  take  parts  of  its  business  renders 
other  parts  more  expensive.  The  FCC 
and  the  courts,  however,  have  ruled 
against  AT&T.  How,  then,  can  the  Pos-  ; 
tal  Service  expect  to  retain  its  monopoly  s 
when  AT&T's  far  more  efficient  monop- 
oly has  been  breached? 

Not  surprisingly,  the  Postal  Service  has  i 
its  defenders. 

Only  last  April  the  House  Post  Of-  j 
fice  &  Civil  Service  Committee  i 
recommended    two  substantial 
changes  in  the  operation  of  the  Postal  1 1 
Service  that  would,  in  effect,  "repoliti- 1 
cize"  it.  The  committee  wants  to  abolish  H 
the  nine-member  board  set  up  in  1971  in  i 
the  postal  reorganization  and  have  the 
Postmaster  General  appointed  by  the  |i 
President  as  before.  And,  the  congress-  1 
men  want  the  Postal  Service's  federal  t 
subsidy  to  be  increased  from  $920  mil- 
lion per  year  to  $  1 . 1  billion  in  fiscal  1 980,  i 
$1.2  billion  in  1981  and  $1.3  billion  i 
in  1982. 

Bolger's  attitude  is:  Who  needs  friends 
like  these?  "We  don't  want  or  need  that 
money,"  says  Bolger.  But  that  House 
committee  represents  a  body  of  opinion 
that  views  postal  service  as  a  sacred  cow. 
Don't  close  the  post  office  in  Tippo, 
Miss,  because  it  is  a  community  meet- 
inghouse even  if  it's  operating  at  a  defi- 
cit; the  small-town  postmaster  is  the 
only  federal  presence  in  some  places:  He 
can  help  in  filling  out  government  forms. 
Such  sentiments  have  prevented  many 
of  the  92  proposed  post  office  closings 
recommended  since  June  1978.  Support- 
ing this  sentiment  are  the  postal  unions, 
who  represent  the  third  largest  work 
force  in  this  country;  their  wages  ac- 
count for  about  three-quarters  of  the 
$16.2  billion  postal  budget.  Contracts  be- 
tween these  unions  and  the  Postal  Ser- 
vice are  generous.  The  average  annual 
wage  is  $17,000  for  a  40-hour  week. 

These  600,000  workers  are  a  potent 
political  force,  but  not  so  strong  as  they 
could  be.  Warns  Bolger:  "If  I  were  ap- 
pointed by  the  President  and  the  Presi- 
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dent  came  up  for  reelection  and  he  need- 
ed to  put  jobs  out  there  in  the  Postal 
Service — whether  they  were  needed  or 
not — I  would  go  along  as  we  did  in  the 
past.  But  I'll  tell  you  we'd  never  be  deliv- 
ering 12%  more  mail  with  85,000  fewer 
workers,  as  we're  doing  today." 

To  survive  and  to  prevent  the  postal 
deficit  from  soaring  still  further,  Bolger 
argues,  in  effect,  that  what  is  happening 
to  AT&T  should  not  be  allowed  to  hap- 
pen to  the  Postal  Service.  Much  of  the 
controversy  centers  on  the  question: 
What  is  a  letter?  According  to  postal 
regulations,  a  "letter"  must  carry  can- 
celed postage  no  matter  who  delivers  it. 
Says  Frederick  Smith,  chief  executive  of- 
ficer of  Federal  Express,  the  Postal  Ser- 
vice's major  competitor  in  expediting 
small  packages:  "The  critical  point  is  the 
term  letter.  The  Postal  Service  has  seized 
on  its  vagueness  to  accomplish  an  un- 
warranted expansion  of  its  powers  and  it 
has  used  its  substantial  enforcement 
powers  as  a  sales  tool  to  attempt  to  scare 
shippers  away  from  lawful  private  ser- 
vices." For  example,  he  says,  the  Postal 
Service  warned  someone  who  sent  pass- 
ports via  Federal  Express  that  these  were 
indeed  "letters"  and  suggested  using  Ex- 
press Mail  (the  Postal  Service's  shipping 
operations)  to  comply  with  the  law. 

What  Smith  and  others  want  was  em- 
bodied in  a  bill  in  the  House  last  year 
which  would  have  exempted  from  the 
"letter"  requirements  some  intracorpo- 
rate documents,  any  documents  enclosed 
with  cargo,  data-processing  material  and 
checks  and  drafts.  It  was  rejected  by  a 
Senate  subcommittee  as  too  broad,  but 
the  idea  is  still  alive  in  legislation  intro- 
duced in  April  to  exempt  "time-sensi- 
tive" letters  from  the  postal  monopoly. 

Bolger  recognizes  the  threat. 
"We're  awake  to  the  fact  that  peo- 
ple are  knocking  on  our  door. 
When  Mr.  and  Mrs.  Brennan  decided  to 
set  up  an  intracity  operation  at  10  cents 
per  delivery  in  Rochester,  N.Y.  last  year, 
the  courts  ruled  with  us,  as  they  always 
have.  They  put  the  Brennans  out  of  busi- 
ness. We  could  charge  10  cents,  too,  if  we 
only  had  to  deliver  in  downtown  Roches- 
ter. But  I  believe  we  can  give  people  the 
service  they  want  at  a  competitive  price. 
We've  streamlined  operations;  there's  a 
new  subclass  of  mail  which  allows  lower 
rates  for  presorted  mail  and  parcel  post  in 
50-parcel  containers,  and  our  new  intra- 
city delivery  is  another  experiment.  If  we 
can't  do  what  private  enterprise  can  do — 
that  is,  provide  same-day  delivery  in 
downtown  areas — then  we'll  step  aside 
and  give  the  business  to  them. 

But  Bolger  well  knows  that  electronic 
mail  is  inevitable.  The  Postal  Service 
and  Western  Union  proposed  in  the  last 
two  years  to  provide  a  service  called  E- 
COM  Service  (Electronic  Computer 
Originated  Mail).  It  would  enable  busi- 
nesses to  transmit  computer-generated 
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business  mail  over  Western  Union  lines 
to  local  post  offices,  where  they  would 
be  electronically  reproduced  and  deliv- 
ered by  postmen  to  the  ultimate  ad- 
dress: This  would  eliminate  the  long- 
distance handling  of  the  actual  piece  of 
mail.  So  far,  the  FCC  has  blocked  the 
proposal,  effectively  keeping  the  Postal 
Service  out  of  electronic  transmission. 
Bolger  is  hoping  the  Administration  will 
step  in  to  guarantee  the  Postal  Service 
part  of  this  electronic  business.  Without 
administration  guidelines,  Bolger  is 
hesitant  to  commit  the  $2  billion  in 
capital  expenses — borrowed  rather  than 
taken  from  general  revenues — necessary 
to  establish  the  Postal  Service  in  the 


electronic  communications  business. 

Put  bluntly,  do  we  really  need  the  Post- 
al Service  anymore?  Should  business  us- 
ers— which  means  the  general  public — 
be  required  to  subsidize  the  occasional 
private  letter,  the  valentine,  the  pictur- 
esque small-town  post  office? 

Yes,  says  Bolger.  "We  need  it  for  the 
same  reason  we  always  did.  It's  a  nation- 
al communications  system  for  everyone. 
What  would  people  in  the  South  Bronx 
do?  Do  you  think  UPS  or  Federal  Express 
is  going  to  operate  there?" 

It's  a  fair  point.  But  with  the  increas- 
ing fiscal  conservatism  of  the  American 
people  they  may  be  in  no  mood  to  buy 
that  argument,  fl 
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BEAM'S  PREMIUM  SOUR  MASH. 
YOU'LL  NEVER  DRINK 
ORDINARY  WHISKEY  AGAIN. 

You're  in  for  extraordinary  pleasure 
every  time  you  enjoy  the  extraordinary 
taste  of  Beam's  Premium  Sour  Mash. 
Clear  Kentucky  limestone  spring 
water  adds  its  special  quality.  So  do 
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90-proof  Beam's  Premium  Sour  Mash 
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Around  the  world, 
Ingersoll-Rand  machines 
capture  and  conserve  energy. 


In  oil  fields,  power  plants,  coal  mines, 
processing  plants,  gas  exploration  and 
transmission  . . .  Ingersoll-Rand  machines 
are  busy  helping  people  involved  with 
energy.  For  example: 

1.  Mining  coal  from  deep  inside 
Kentucky.  Lee-Norse  continuous 
miners,  working  in  seams  as  low  as 
30  inches,  can  rip  loose  and  load  1000 
tons  of  coal  in  8  hours.  Productivity 
like  this  helps  make  coal  an  attractive 
alternative  to  oil. 


2.  Heating  and  cooling  in  Connecticut. 

Twelve  Terry  steam  turbines  help  supply 
29  offices  and  buildings  with  steam  in 
winter  and  chilled  water  for  aircondition- 
ing  during  summer.  Compared  to  having 
many  small  systems,  this  efficient  method 
saves  fuel,  capital  and  labor  costs. 

3.  Capturing  pollutants  in  Kansas.  An 

electric  utility  uses  these  rubber-lined 
slurry  pumps  in  a  system  that  keeps 
sulfur  dioxide  and  ash  from  entering  the 
air.  Tough  l-R  slurry  pumps  can  propel 
concentrations  of  up  to  75%  solids. 


4.  Forcing  oil  up  from  the  North  Sea. 

I-R  turbine-compressor  modules  pres- 
surize the  gas  that  emerges,  and  our 
reciprocating  compressors  force  it  back 
into  the  ocean  floor.  This  gas  then  helps 
force  out  more  oil.  And  it  remains  in  the 
ground  for  future  use. 

5.  Repressurizing  an  oil  field  in  the 
Middle  East.  Ten  15,000-horsepower 
pumps  are  moving  sea  water— 4.2  million 
barrels  a  day— through  a  60-inch  pipe- 
line to  an  oil  field.  There,  the  water  is 
forced  into  the  ground  to  help  push  out 
additional  oil. 


6.  Drilling  for  gas  in  New  York.  This 
mobile  rock  drill  sets  up  and  starts  drilling 
in  less  than  an  hour.  That  reduces  ex- 
ploration costs,  allowing  a  wider  search 
for  new  sources  of  supply. 

7.  Harnessing  waste  heat  in  Tennessee. 

Hot  gases  created  during  fertilizer  manu 
facture  drive  a  turbine,  which  in  turn 
provides  combustion  air  for  making  nitric 
acid.  Incrersoll-Rand  designed  and  built 
the  entire  fuel-saving  compressor  train. 

8.  Pumping  gas  from  the  U.S.S.R.  Six 

l-R  compressor  units  will  help  pump 
Soviet  gas  in  Austria  and  Germany  to 


France.  Our  highly  efficient  gas  turbines 
have  logged  a  99.5%  availability  record, 
partly  because  of  very  fast  changeout 
when  repairs  are  needed. 

These  are  just  some  of  the  ways  Ingersoll- 
Rand  machines  help  innovative  people 
capture  and  conserve  energy  resources. 


In  fact,  that's  what  l-R  does  best:  supply 
technological  muscle  to  make  ideas 
work.  And  we  do  it  in  a  big  way.  Our  1 978 
sales  exceeded  2.3  billion  dollars. 

Write  for  our  Annual  Report  or  product 
literature.  Ingersoll-Rand,  Dept.  A-922, 
Woodcliff  Lake,  NJ  07675. 


ENERGETIC 
IN  ENERGY 


l-Rand 


BANK  OF  BOSTON: 
TACKLING  TOUGH  ONES  IN  BRAZIL. 


The  northeast  region  of  Brazil  has  long 
been  recognized  for  its  tremendous 
economic  potential.  Because  of  its 
great  natural  resources,  it  ranks  high 
in  the  ongoing  development  plans  of 
the  Brazilian  Government.  But  that 
takes  money -a  lot  of  it.  Through  inno- 
vative financial  structuring,  Bank  of 
Boston  has  been  able  to  help-with  a 
$50  million  project. 

Eight  companies,  ranging  from  a 
cellulose-production  plant  to  an  antibi- 
otics plant,  will  benefit.  But  an  invest- 
ment of  this  magnitude  has  meant 
interlacing  a  complex  and  complete 
financial  package  -  involving  facilita- 


tion by  governmental  agencies  in  both 
Washington  and  Brazil,  plus  the  coop- 
eration of  Brazil's  National  Develop- 
ment Bank.  The  result:  solid  support 
for  a  nation's  economic  growth  com- 
bined with  sound  lending  expertise. 
And  because  of  the  uniqueness  of  the 
financial  structuring  this  project  has 
been  a  "first"  of  its  kind. 

It's  a  good  example  of  why  we've 
earned  a  reputation  for  creative  prob- 
lem solving.  Tough,  international  finan- 
cial problems  are  right  down  our  alley, 
and  we  have  over  10,000  people  around 
the  world  to  tackle  them. 

Bank  of  Boston  is  one  of  the  lead- 
ing banks  in  the  world  with  strong 


facilities  in  40  countries  (and  more 
than  $2.0  billion  currently  committed 
to  overseas  lending).  And  in  the  U.S. 
we  have  full-service  facilities  (Bank  o* 
Boston  International)  in  New  York, 
Los  Angeles,  and  Miami,  as  well  as  our 
World  Headquarters  staff  in  Boston 
who  specialize  in  financing,  factoring, 
leasing,  foreign  exchange,  and  all 
related  services. 

Where  in  the  world  can  we 
tackle  the  next  tough  project  for  your 
company? 

BANK  OF 
BOSTON 

THE  FIRST  NATIONAL  BANK  OF  BOSTON 


WE  TACKLE  THE  TOUGH  ONES. 


WORLD  HEADQUARTERS  100  FEDERAL  STREET,  BOSTON,  MASS.  OTHER  U.S.  FACILITIES  IN  NEW  YORK.  MIAMI,  LOS  ANGELES.  OVERSEAS  FACILITIES  IN  ARGENTINA:  AVELLANEDA,  BUENOS 
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From  the  ruins  of  the  mid-Seventies  realty  bust — the  worst  since 
1929 — soared  the  biggest  rmlfyJaQom  in  U.S.  history.  Things  happen 
fast  these  days.  In  both  directions. 


Real  estate: 
a  time  to  beware 


America  has   gone  real  estate- 
crazy.  Forgotten  already  is  the 
collapse  in  the  commercial  realty 
,  market  that  took  place  a  scant  five  years 
I  ago.  Forgotten,  too,  is  the  fact  that  until 
j  the  recent  past  the  prices  of  private  resi- 
i  dences  appreciated  slowly,  little  more 
I  than  keeping  up  with  inflation.  And  yet 
before  the  debris  of  the  last  bust  was 
cleared  away — bankrupt  REITs,  for  ex- 
ample— a  new  craze  to  own  real  estate 
has  gone  to  such  lengths  that  supposedly 
rational  people  were  paying  much  more 
to  live  in  a  cooperative  or  condominium 
j  than  they  could  rent  a  comparable  apart- 
I  ment  for;  single  people  were  buying 
I  houses  far  bigger  than  they  needed,  not 
I  to  live  in  but  as  a  "hedge  against  infla- 
tion" or  as  a  "tax  shelter."  Big  investors, 
who  could  earn  close  to  10%  on  U.S. 
government  bonds  and  perhaps  more  on 
common  stocks,  were  accepting  5%  or 
6%  on  equity  investments  in  commer- 
cial real  estate. 

One  smart  observer  says  realty  inves- 
tors are  caught  up  in  the  "Greater  Fool 
Theory."  The  theory  says,  "Sure,  I'm 
overpaying,  but  some  fool  will  come 
along  and  take  it  off  my  hands  for  even 
more."  He  compares  the  prices  that  in- 
stitutions are  paying  for  prime  commer- 
cial realty  today  with  the  prices  many  of 
them  were  lavishing  on  "one-decision" 
growth  stocks  in  the  early  1970s. 

Is  the  realty  boom  peaking?  Or  will  it 
go  on  indefinitely?  Frankly,  we  don't 
know  the  answer.  But  we  do  have  some 
good  questions.  We've  put  them  to  real 
estate  experts  all  over  the  country,  and 
we've  interviewed  two  of  the  best  minds 
in  the  business. 

By  and  large  what  they  said  is  this: 
Residential  building  and  resales  have 
both  slowed  but  the  commercial  realty 
boom  rages  unabated. 

Chicago  is  in  the  midst  of  the  wildest 
real  estate  boom  in  its  history,  writes 
Midwestern  Bureau  Manager  Bob  Ta- 
markin.  Office  builders  are  adding  space 
equivalent  to  more  than  two  Sears 
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Towers  in  the  downtown  area.  Between 
now  and  the  early  1980s  more  than  8,000 
hotel  rooms  will  have  been  added  along 
North  Michigan  Avenue.  In  the  past  two 
years,  office  rents  have  soared  up  to  37% 
a  year  in  both  new  and  older  buildings. 
Condomania,  Tamarkin  reports,  contirA 
ues  to  flourish  in  Chicago  where,  he  says, 
there  are  now  more  condominium  con- 
versions than  rental  starts;  the  demand 
is  unrelenting.  — ^ 

In  Washington,  the  commercial  mar- 
ket is  equally  strong;  our  bureau  there 
reports  that  office  buildings  scheduled  to 
be  completed  this  year  are  already  97% 
leased  and  rents  have  risen  as  much  as 
60%  over  the  past  four  years. 

There  are  definite  signs  of  slowing  in 
the  residential  market,  even  in  Washing- 
ton. "The  larger  houses,  those  in  the 
$200,000  to  $300,000  class,  seem  to  be 
staying  on  the  market  longer,"  says  an 
observer,  a  savings  and  loan  officer  in  the 
nation's  capital.  But  whereas  housing 
starts  nationally  were  down  10%,  they 
were  down  far  less  in  Washington  in  the 
first  quarter — 4,095  residential  permits 
vs.  4,166  the  year  before.  What  with  the 
threat  of  gasoline  shortage  and  the  de- 
cline in  family  size,  more  and  more  up- 
per-income people  are  moving  back  into 
the  central  city.  So  much  so  that  blacks 
and  the  poor  are  being  forced  out  to 
make  room  for  renovation-minded  fam- 
ilies returning  horn  the  suburbs  or 
buying  their  first  home. 

In  Houston,  housing  starts  are  expect- 
ed to  slow  from  a  near  record  61,620  last 
year  but  remain  at  a  high  level  of  50,500 
this  year.  Closings  are  down  20%.  But 
everybody  expects  the  lull  to  be  only 


temporary.  The  Texas  legislature  is 
rushing  through  a  new  law  lifting  the 
mortgage  interest  ceiling  to  12%  to  get 
the  money  flowing  back  into  mortgage 
markets.  For  the  moment,  Southwest- 
ern Bureau  Manager  Jim  Flanigan 
writes,  home  owners  are  slowly  getting 
accustomed  to  the  fact  that  tbey  can't 
sit  in  their  yards  and  watch  their  houses 
appreciate  as  fast  as  the  grass  grows. 

In  Houston,  commercial  space  down- 
town is  tight  as  a  drum,  Flanigan  reports. 
Gerald  Hines'  First  International  Plaza  is 
92%  leased,  even  though  the  building  is 
only  half  finished.  But  outside  of  Hous- 
ton's compact  downtown  area,  the  pic- 
ture is  one  of  overbuilding.  Six  million 
square  feet  of  new  office  space  will  be 
added  this  year  to  the  37  million  already 
in  place.  How  long  will  all  that  space  take 
to  lease?  A  year  and  a  half  is  the  most 
hopeful  prediction. 

In  Los  Angeles,  our  bureau  there  re- 
ports, everybody  who  owns  a  home 
has  become  a  small-scale  capitalist.  A 
history  professor  who  never  earned  more 
than  $30,000  a  year  finds  he  has  a  nest  egg 
of  $100,000  simply  because  he  bought  a 
house  in  Santa  Monica  some  years  ago  for 
$60,000  with  only  10%  down. 

The  new  rent  control  laws  and  pros- 
pects of  others,  however,  have  brought 
apartment  construction  to  a  virtual  halt, 
penalizing  the  newly  married  (thank  you, 
Jane  Fonda).  But  the  decline  in  new  hous- 
ing starts,  part  of  the  national  trend, 
hasn't  stopped  the  appreciation  in  the 
prices  of  existing  houses;  it  has  in  fact 
increased  it.  Rich  and  middle-class  Irani- 
an refugees  are  creating  a  lush  market  for 
condominiums.  So  are  older  people,  who 
are  cashing  in  the  equity  from  homes 
whence  their  children  have  gone;  flush 
with  cash,  these  ex-home  owners  are 
willing  to  pay  almost  any  amount  for  a 
desirable  small  apartment. 

The  commercial  market  in  Los  Ange- 
les, as  elsewhere,  is  even  sirongeOEan 
the  residential.  In  Beverly  Hills  less  than 
1%  of  the  available  office  space  is  vacant 
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and  rents  run  as  high  as(il8  to  $20  a 
square-foot.  Even  in  downtoWrTEos  An- 
geles, where  as  recently  as  three  years 
ago  more  than  1  million  square  feet  of 
prime  space  was  vacant,  the  vacancy  rate 
is  down  to  1  % . 

That's  the  report  from  across  the  coun- 
try: Except  among  some  salesmen  for 
residential  properties,  you  don't  find 
much  gloom  in  the  realty  trade  right 
now.  Were  housing  starts  down  13% 
through  April?  Nobody  seemed  worried. 
The  unfilled  backlog  is  there.  Or  so  the 
overwhelming  sentiment  says. 

But  could  it  be  that  this  near-uni- 
versal optimism  is  in  itself  a  dan- 
ger signal?  There  is  an  old  Wall 
Street  saying:  When  everyone  is  optimis- 
tic, who  is  left  to  buy?  Less  than  five 
years  ago,  builders  were  going  bankrupt, 
and  frightened  bankers  were  stuck  with 
noninterest-paying  loans  and  unfinished 
buildings.  It  took  months  to  sell  even  a 
desirable  residential  property  then.  It 
was  the  worst  real  estate  bust  since  the 
Great  Depression. 

We  are  in  an  era  when  time  frames 
become  telescoped.  The  great  bust  of 
1973  was  over  within  two  years  instead 
of  dragging  on  for  a  decade  and,  while  the 
journals  were  still  chronicling  the  bust, 
the  new  boom  was  well  under  way.  A 
decade  or  more  of  price  action  was  com- 
pressed into  a  few  years.  It  could  be  that 
the  great  boom  of  the  late  Seventies  will 
end  before  it  has  been  properly  heralded, 
perhaps  even  before  the  last  leaf  has  been 
torn  off  the  1979  calendar.  Improbable 
but  not  impossible. 

Stop  for  a  moment  and  think  how  far  the 
realty  boom  has  already  gone  in  a  short 
time.  We'll  start  with  houses  because  that 
is  what  the  term  real  estate  means  to  most 
people.  Less  than  three  years  ago  the 
typical  older  home  sold  for  $42,200.  To- 
day— if  you  can  find  it — an  equivalent 
single-family  house  runs  $60,400.  That's  a 
gain  of  45%,  double  the  inflation  rate. 
[Owning  a  $100,000  house  was  once  a 
mark  of  distinction.  Now  it  simply  means 
(that  you  are  middle  class. 

Everybody  has  his  own  story  of  fabu- 
lous appreciation  in  house  prices.  It's  al- 
most like  1969  again,  only  this  time  the 
boasting  is  about  hot  houses,  not  hot 
stocks.  A  house  in  the  fashionable  Brent- 
wood area  of  Los  Angeles  that  sold  for 
$185,000  in  1975  is  now  on  the  market 
for  $795,000.  In  northwest  Washington, 
a  divorcing  couple  expects  to  sell  the 
ordinary  brick  Tudor  home  they  bought 
for  $48,750  for  $140,000.  In  the  posh 
Chicago  suburb  of  Winnetka,  a  house 
tagged  at  $185,000  in  1975  is  going  for 
$450,000-plus. 

You  can  tell  even  better  stories  about 
commercial  real  estate.  In  New  York,  the 
Solow  Building,  a  concave  glass  tower 
near  Central  Park,  was  finished  in  1970, 
a  year  before  the  market  collapsed.  Avon 
leased  part  of  it  for  $13  a  foot,  but  half 
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Twin  Towers  in  Century  City,  Los  Angeles 
Even  white  elephants  are  fully  rented. 


First  International  Plaza  in  Houston 
Over  90%  rented,  before  concrete  dries. 
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Below,  estimates  of  rates  at 
which  commercial  leases 
were  signed  over  the  last  ten 
years  in  five  major  cities. 

lUaUl  ntn  par  •  quart  loot  (yearly) 

$35 
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New  York- 
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In  New  York,  concessions  of 
one  year  were  common  in 
the  early  Seventies. 
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Los  Angeles 
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In  Los  Angeles,  too,  rent 
concessions  were  common 
as  late  as  1975. 
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25 
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Washington  D.C. 
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Typical  rents  in  Washington, 
D.C.  increased  60%  in  the 
past  four  years. 
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Chicago 
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Commercial  space  in  Chica- 
go now  fetches  50%  more 
than  in  weak  1975. 
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25 


15 


Houston 
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Weak  in  the  early  Seventies, 
Houston  had  virtually  no 
space  to  rent  in  1976. 


Source  /iilwri  I  studley.  Inc 


the  building  remained  empty  for  years. 
Last  year  the  Deutschebank  took  50,000 
feet  at  $25  a  foot  and  a  Brazilian  bank 
paid  $36  a  foot,  according  to  Tulien  J. 
Studley,  a  prominent  commercial  broker. 
A  smallish  shopping  center  in  Mt.  Pros- 
pect, 111.,  a  middle-class  Chicago  suburb, 
was  bought  for  $750,000  in  1975;  the 
same  property  was  recently  sold  for  $1.2 
million — a  60%  appreciation. 

So,  the  average  person  remembers  that 
he  paid  $30,000  for  his  house  in  1969  and 
now  it's  worth  more  than  twice  that.  He 
looks  sadly  at  the  newspaper  and  sees 
that  the  mutual  fund  he  bought  the  same 
year  has  yet  to  break  even  for  him.  Can 
you  blame  him  for  thinking  that  real 
estate  is  forever? 

But  is  it? 

Until  recently  many  real  estate  sales- 
people were  telling  their  less  sophisti- 
cated customers  not  to  worry  about  high 
interest  rates  and  high  prices  (real  estate 
goes  up  15%  a  year!).  Salespeople  are 
becoming  a  bit  more  conservative.  Fos- 
ter Shannon,  partner  in  one  of  Washing- 
ton, D.C.'s  larger  real  estate  firms,  now 
talks  of  price  stability  rather  than  price 
appreciation.  "What  is  so  wrong  about 
buying  a  house  for  $100,000,  when  you 
sell  it  in  two  years  to  net  $100,000?"  he 
asks,  rhetorically. 

Look  at  a  long-range  chart  on  housing 
prices  (p.  59)-  Note  that  between  1963 
and  1972,  the  prices  of  new  homes  rose 
only  about  60% — about  5%  a  year  com- 
pounded, or  only  slightly  ahead  of  infla- 
tion. It  was  only  in  1972  that  the  prices 
started  escalating — around  the  time 
when  family  formations  began  to  bulge 
and  the  number  of  dual-income  families 
started  to  climb  sharply.  But  judging  the 
behavior  of  housing  prices  on  the  basis  of 
these  past  half-dozen  years  is  a  bit  like 
predicting  the  future  behavior  of  the 
stock  market  on  the  basis  of  its  fantastic 
performance  from  1962  to  1966.  The 
baby  bulge  will  soon  sag  and  most  wives 
are  already  in  the  job  market. 

There  are  two  other  things  to  remem- 
ber. One  is  that  the  cost  of  owning  a 
house  has  increased  far  faster  than 
the  cost  of  buying  one.  This  is  because  the 
monthly  Tnortgage  payments  have  in- 
creased far  more  than  just  the  size  of  the 
mortgage.  Thus,  while  the  size  of  a  mort- 
gage after  a  10%  down  payment  has  in- 
creased 125%  since  1972,  the  monthly 
payments  are  up  nearly  175%.  From  a 
practical  point  of  view,  this  huge  increase 
seems  to  have  wiped  out  much  of  the 
advantage  that  derives  from  the  tax-de- 
ductibility  of  the  interest  payments.  And 
besides  that,  one  must  figure  in  escalating 
energy  and  repair  costs. 

In  looking  at  home  prices  in  some  of 
the  hotter  areas,  one  is  reminded  of  theN 
old  story  of  the  fellow  who  bought  a 
$50,000  dog.  ("For  cash?"  "No,  for  two 
$25,000  cats.")  A  large  percentage  of 
those  people  who  are  buying  $250,000 

55 


houses  or  $150,000  condominiums  today 
are  making  down  payments  raised  by 
selling  for  S  100,000  a  house  that  had  cost 
only  $50,000.  In  Wall  Street  this  would 
be  called  pyramiding.  But  pyramiding 
can't  go  on  forever. 

There's  nothing  riskier  than  trying  to 
call  the  top  of  a  market.  In  July  1970, 
when  commercial  and  rental  realty  was 
hot  and  small  investors  were  flocking  to 
it,  Forbes  ran  a  cover  story  titled:  "Real 
estate:  on  the  brink?"  It  warned 
".  .  .  there  could  be  a  major  crash. 
r.  .  .  Real  estate,  like  stocks,  is  neither  a 
guaranteed  inflation  hedge  nor  anything 
likejj^k_fiee/>We  were,  as  it  turned  out, 
premature.  The  next  year  the  commercial 
real  estate  market  collapsed  m  New  York, 
but  not  until  1973  did  the  market  begin  to 
crumble  countrywide.  Tops  come  when 
nobody  expects  them,  but  usually  a  good 
deal  later  than  rational  people  expect. 
Since  the  boom  went  further  than  we 
expected,  the  crash,  when  it  came,  was 
worse  than  we  expected. 

When  prime  commercial  property 
yields  half  what  Treasury  bonds  do  for 
investing  institutions,  and  when  condo- 
miniums that  were  standing  vacant  three 
years  ago  double  in  price  in  two  years,  it  is 
certainly  time  to  start  asking  questions 
again.  In  the  following  pages  we  ask  them 
of  highly  regarded  realty  professionals. 


'Here  we  are  involved  with  the 


LEONARD  M  HARLAN  is  highly  re- 
spected in  realty  circles.  At  43,  he 
heads  Harlan,  Betke  St  Myers,  Inc., 
real  estate  investors  and  consultants, 
and  teaches  at  New  York  University. 
He  writes  articles  on  realty  topics  for 
the  Harvard  Business  Review  and 
professional  journals  that  are  widely 
read  in  the  trade.  Harlan  agrees  that 
many  realty  prices  are  too  high.  Does 
he  think  the  boom  is  peaking?  Not 
necessarily.  In  this  interview  he  tells 
Forbes  Robert  J.  Flaherty  why. 

Forbes:  Is  this  the  greatest  real  estate 
boom  in  American  history? 

Harlan:  I  answer,  "No."  My  guess  is 
the  greatest  real  estate  boom  occurred  in 
the  late  Sixties.  In  many  respects  the  last 
ten  years  have  been  the  worst  ten  years 
in  real  estate  history.  A  lot  of  people  have 
been  driven  out  of  the  business.  Compa- 
nies have  gone  bankrupt.  Many  investors 
have  been  completely  wiped  out. 

In  the  Sixties  new  construction  across 
the  board  was  at  high  levels.  Recently 


single  family  homes  and  some  shopping 
centers  have  been  strong,  but  nationally 
there  is  not  that  much  construction  of 
investment  properties,  such  as  apart- 
ment buildings  and  office  buildings.  The 
stocks  of  construction  companies  are  de- 
pressed and  reflect  their  problems. 

I  would  define  real  estate  boom  as  in- 
cluding a  boom  in  new  construction. 
What  you  have  now  instead  is  a  boom  in 
the  value  of  construction  in  place.  I'll 
give  you  a  specific  example  of  what  I 
mean.  The  Seagram  Building  here  in 
Manhattan  is  a  premier  building  owned 
by  the  company  controlled  by  the  Bronf- 
man family.  Morgan  Guaranty  Trust  ar- 
ranged for  a  sale — a  bidding  situation. 
The  cash  flow  from  the  building  is  about 
S6  million.  The  bidding  shot  up  to  S85 
million  cash  so  quickly  that  Morgan 
temporarily  took  it  off  the  market.  Word 
has  it  the  building  has  been  sold  for  S85.5 
million — a  7%  return. 

Now  when  prices  get  bid  up  that 
fast,  it's  a  boom.  It  was  even  hard 
to  get  a  chance  to  bid.  You  had  to 
be  selected  to  bid.  They  threw  out  some 
bids  from  those  who  were  not  invited. 
Forbes:Is  this  a  unique  situation? 
Harlan:  The  Seagram  price  situation  is 
not  all  that  unusual.  The  sale  of  the 
Houston  Natural  Gas  Building  went  to  a 
joint  venture  of  BP  Pension  Fund  and 
Prudential  Insurance.  On  a  cash-flow  ba- 
sis the  return  was  only  6%  or  7%  on  the 
equity  investment.  This  kmd  of  a  return 
is  not  out  of  fine  for  a  premier  office 
building  or  shopping  center. 

Forbes:  Why  do  you  think  these  prices 
are  high? 

Harlan:  Because  today  equity  is 
cheaper  than  debt.  That  is,  the  equity 
investors  will  settle  for  a  very  low  return. 
In  theory  the  cost  of  equity  should  be 
more  than  the  cost  of  debt  because  the 
risk  to  equity  is  greater  than  the  risk  to 
debt.  Historically  debt  has  been  cheaper. 
Fifteen  to  twenty  years  ago  first  mort- 
gage debt  cost  5%  and  equity  returned 
8%  on  cash.  Today  first  mortgage  debt 
costs  over  10%  and  equity  sometimes 
only  gets  5%  or  6%. 

That  the  relative  prices  of  debt  and 
equity  have  reversed  cannot  be  disputed. 
Look  at  past  prices.  A  syndication  of  the 
Graybar  Building  years  ago  required  a 
12%  return  on  equity  and  only  6%  on 
debt.  Similarly,  when  the  Empire  State 
Building  was  syndicated,  it  had  a  9% 
return  and  a  5%  to  6%  debt.  For  compa- 
rable properties  today  equity  sometimes 
gets  under  6% ,  half  the  return  on  debt. 

Forbes:  Sounds  like  the  go-go  era  of 
high-multiple  glamour  stocks.  Who  is 
paying  these  prices? 

Harlan:  Not  individuals.  They  can't 
pay  these  prices.  Not  too  many  corpora- 
tions either.  Even  hotel  companies  tend 
to  manage  rather  than  own  property  to- 
day. Some  of  the  buying  is  caused  by 
foreigners  coming  into  the  U.S.  seeking 


tangible  property  for  security  and  as  a 
haven  against  trouble  at  home.  But  the 
biggest  spenders  are  the  institutional 
pension  fund  managers  who  bought  the 
high-multiple  stocks  in  the  Sixties.  Con- 
gress changed  the  law  so  ERISA  trustees 
are  required  to  diversify.  To  them  this 
means,  put  some  pension  fund  money 
into  real  estate.  It  all  flows  through  inter- 
mediaries with  impeccable  credentials. 
Their  big  worry  is  not  the  price  paid  but 
whether  ERISA  rituals  have  been  fol- 
lowed so  no  one  will  be  liable  in  the 
event  of  a  law  suit. 

Forbes:  But  can  values  continue  to 
increase  like  this? 

Harlan:  Let's  face  it.  On  really  good 
investment  properties,  values  are  out  of 
sight.  Here  we  are  involved  with  the 
Greater  Fool  Theory.  True  value  is  a 
function  of  what  someone  will  pay  for 
something.  Prices  should  continue  to 
rise  this  way  unless  there  is  a  change  in 
the  psychology  of  people  toward  real  es- 
tate where  they  no  longer  see  inflation  as 
a  major  problem  or  the  returns  in  other 
alternatives  become  very  attractive  or 
general  economic  conditions  become 
very  bad  or  money  dries  up.  For  these 
buyers,  inflation  represents  appreciation 
in  the  value  of  the  property. 

Forbes:  How  do  trustees  justify  paying 
these  prices? 

Harlan:  First,  tax  benefits  continue  to 
encourage  real  estate  purchases  at  high 
prices.  The  higher  the  price  the  more 
depreciation  flow  and  the  more  loss — a 
tax  shelter  for  other  income. 

Second,  owners  on  real  estate  equity 
have  been  earning  more  than  the  stated 
return  for  a  decade  because  of  price  ap- 
preciation. It's  not  a  bad  guess  to  assume 
this  can  continue.  After  all,  the  Seagram 
Building  cost  maybe  S35  million  to  con- 
struct. Now  it  may  sell  for  S85.5  million 
and  it's  20  years  older.  Not  bad. 

Third,  your  stated  return  can  increase 
in  the  future  as  old  leases  expire.  I 
know  of  one  lease  in  the  city  on 
three-quarters  of  a  million  feet  where  the 
tenant  is  renewing  it  at  double  the  old  rate . 

Forbes:  But  the  price  recovery  hasn't 
just  been  in  first-class  properties.  Even 
the  REITs  are  coming  back. 

Harlan:  A  rising  tide  raises  all  ships. 
Scarcity  of  product  directs  funds  toward 
marginal  products  like  REITs.  Generally 
REITs  were  not  asked  to  participate  in 
the  premier  investment  properties.  So 
when  the  bottom  dropped  out,  their  sec- 
ond-line stuff  was  hurt  first  and  most. 
When  the  real  estate  economy  came 
back,  REITs  came  back  last,  too. 

Forbes:  Who  made  the  biggest  killing 
on  the  price  recovery  we've  had  in  these 
last  three  years? 

Harlan:  You  mean  a  single  buyer? 
Olympia  &  York,  a  Canadian  real  estate 
developer  that  picked  up  from  what  was 
then  Warner  Communications'  National 
Kinney  the  distressed  properties  of  Uris 
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GM's  New  Front-Wheel-Drive  Cars 

Engineered  for  quiet  And  with 
a  solid,  comfortable  feel. 


One-piece,  foam-backed  headliner. 
Wind-tunnel  tuned  to  reduce  wind-rush  noise. 
Vibration-absorbing  linkage  couplings. 
Full-frame  door  construction. 


MacPherson  Strut  front  suspension. 

Specially  tuned  engine  and  cradle  mounts 


Full-coil  rear  suspension. 
Carpeted  load-floor  on  hatchbacks. 
One-piece,  mass-backed  carpets  for  a  good  fit. 
Full-width  insulated  dash  mat. 
Body  by  Fisher  construction. 


From  the  day  the  new  Chevrolet 
Citation,  Pontiac  Phoenix,  Olds- 
mobile  Omega  and  Buick  Skylark 
first  started  taking  shape  on  the 
drawing  board,  a  prime  design  ob- 
jective has  been  to  please  the  ear  as 
much  as  the  eye. 

Noise  control  through  isolation. 

One  of  the  ways  we  went  about  this 
was  an  all-out  effort  to  isolate  the 
passenger  compartment  from  the 
engine,  suspension  and  other  chas- 
sis hardware. 

Body  and  engine  mounts  are 
specifically  tuned  to  dampen  or 
eliminate  vibration  frequencies  that 
might  prove  annoying  inside. 

There  are  vibration-absorbing 
couplings  between  mechanical  com- 
ponents running  from  the  engine 


compartment  to  the  passenger  com- 
partment— transmission  linkage, 
acceleration  pedal  linkage,  you 
name  it.  Even  the  MacPherson  Strut 
front  suspension  and  full-coil  rear 
suspension  have  special  cushioning 
devices  that  let  you  get  a  firm  feel  of 
the  road  without  harshness  of  ride. 

Noise  fighters. 

But  isolation  is  just  one  form  of  con- 
trolling noise.  To  help  cut  down  on 
wind-rush  noise,  these  cars  were  ex- 
tensively tested  in  the  wind  tunnel. 
All  models  feature  Body  by  Fisher 
construction  with  fully  framed 
doors  and  new  door  seals  to  help 
keep  noise  out.  Hatchback  models 
have  auxiliary  seals  in  back.  There 
are  one-piece,  mass-backed  carpets 
and  foam-backed  headliners.  And 
special  acoustical-insulation  pack- 


ages are  available  on  certain 
models. 

If  "quiet"  engineering  and  a  good 
ride  are  important  in  your  selection 
of  a  car,  we'd  like  to  recommend 
that  you  test-drive  these. 

You're  in  for  a  thoroughly  de- 
lightful experience. 


Look  into  buying 
or  leasing  at  your 
GM  dealers  today. 


front-Runners 
forthe'SOs. 

Chevrolet  Citation,  Pontiac  Phoenix, 
Okismobtle  Omega,  Buick  Skylark. 


Transway's  Going  Places! 


1  In  Freight 
Forwarding 

2  In  Marine 
Transportation 

3  In  Trailer 
Manufacturing 

4  In  Liquefied 
Petroleum  Gas 


Transway  International  Corporation 
The  Total  Modal  Transportation  Company. . . 
A  Sound  Concept  To  Invest  In. 

Please  write  for  our  1978  Annual  Report.  Learn  about 
our  investment  in  the  future  of  transportation  and  how  it  has 
helped  us  to  become  a  corporation  with  over  $800  million 
in  revenues,  and  almost  $300  million  in  total  assets. 


mi 

Transway  International  Corporation 

747  Third  Avenue 

New  York,  New  York  10022 


Brothers  at  the  bottom  of  the  New  York 
;  market.  Back  then  everyone  thought  the 
sky  was  falling.  In  retrospect,  it  was  the 
worst  moment  to  sell,  best  to  buy. 

Forbes:  Is  now  the  time  to  sell,  quick 
before  another  crash? 

Harlan:  I  don't  think  so.  All  this  is 
happening  because  the  normal  real  estate 
cycle  has  not  been  allowed  to  function  on 
a  national  level.  Typically,  higher  rental 
'  rates  trigger  new  construction,  assuming 
there  is  no  serious  inflation  of  construc- 
tion costs.  This  leads  to  vacancies, 
which  causes  a  lowering  of  rents.  This 
lowers  the  return  on  existing  buildings 
and  keeps  the  lid  from  blowing  off  the 
price  of  existing  buildings. 

This  response  of  supply  to  demand 
is  taking  place  only  in  a  few  places 
today.  A  classic  case  of  the  cycle  at 
work  is  Houston.  Rental  rates  have  gone 
straight  up  since  the  late  Sixties.  Build- 
ing has  followed,  straight  up.  Now  Hous- 
ton looks  a  bit  overbuilt.  Chicago,  too, 
perhaps. 

Forbes:  But  Houston  is  an  exception? 
Harlan:  Yeah.  Inflation  today  is  so  bad 
it  has  hurt  and  held  back  new  construc- 
1  tion  in  most  places.  It's  harder  to  justify 
I  building  a  new  property  than  buying  an 
I  old  one.  This  naturally  postpones  the  day 
j  of  reckoning  when  the  vacancies  will 
I  occur,  which  will  put  a  lid  on  the  prices 
I  of  our  existing  buildings. 


New  York  City  is  a  good  example  of 
what  I'm  talking  about.  Rents  are  high 
for  office  buildings — $15  to  $25  a  foot  for 
newer  ones.  Even  today  there  is  very 
little  construction  of  new  office  build- 
ings. On  an  absolute  number  basis,  there 
is  less  construction  of  income  properties 
today  than  back  in  the  late  Sixties  and 
early  Seventies.  In  fact  the  focus  has 
shifted  more  toward  renovating  old  prop- 
erties. It  lets  you  buy  some  of  a  building 
at  the  old  basis,  like  the  steel  and  the 
exterior  walls  at  1950,  not  1979,  prices. 

Forbes:  Doesn't  anyone  look  at  the 
price  differences,  shudder  at  paying  to- 
day's and  wonder  if  it's  time  to  stop? 

Harlan:  Inflation  is  a  fact  of  life  that 
smacks  you  right  in  the  face  every  time 
you  go  to  the  store.  It's  scary.  And  in  real 
estate  it's  appearance  rather  than  reality 
people  buy.  The  perception  is  real  estate 
prices,  long  run,  will  go  up,  not  down. 
The  noise  is,  real  estate  is  a  good  place  to 
put  capital  that  you  don't  want  to  keep  in 
depreciating  currencies.  That's  the  ap- 
pearance, that's  the  psychology. 

Cycles  do  reverse.  This  one  will,  too. 
But  I've  just  tried  to  explain  to  you  what 
reverses  this  cycle:  a  declining  economy, 
a  changed  attitude  toward  inflation,  a 
new  construction  boom  to  put  the  cap  on 
rents.  I  don't  see  any  of  these  things 
happening  very  quickly.  So  I  don't  see 
the  cap  on  this  particular  cycle  for  years. 


The  scissors  effect 


"We're  in  the  strong  leg  of  a 
normal  boom,  and  well  be  go- 
ing down  sometime  next  year." 


C.  WESLEY  POULSON,  49,  can  hard- 
ly be  expected  to  be  bearish  on  real 
estate.  He  heads  Los  Angeles-based 
Coldwell,  Banker  &  Co.,  the  largest 
real  estate  service  firm  in  the  nation, 
whose  revenues  last  year  topped  $200 
million  and  its  earnings  $9  million. 
But  in  the  following  interview  with 
Forbes,  Poulson  was  cautious  about 
future  price  trends.  He  thinks  they 
will  continue  to  go  up  but  concedes 
that  many  of  the  factors  that  caused 
the  extraordinary  bulge  of  the  past 
few  years  are  substantially  played  out. 
Senior  Editor  Robert  J.  Flaherty 
interviewed  Poulson  along  with  two 
executive  vice  presidents,  Forest  E. 
Olson  and  J.  Frank  Mahoney  HI. 

Forbes:  Do  we  have  the  greatest  real 
estate  boom  in  American  history  right 
now?  Can  it  last? 


People  who  have  long  been  home  owners  may  be  pleased 
to  see  prices  skyrocketing,  but  newcomers  to  the  market 
now  have  their  hands  full  meeting  monthly  carrying 
charges.  To  track  this,  Forbes  took  the  average  price  of  a 
new  home  between  1963  and  1979  and,  to  keep  the 


mathematics  simple,  assumed  that  the  entire  cost  was  met 
by  a  25-year  FHA  mortgage  and  used  the  rate  in  effect  for 
the  greater  part  of  each  year.  Clearly  the  newcomers  are  in 
a  cutting  bind,  made  ever  more  painful  by  steadily  rising 
taxes  and  spiraling  energy  and  maintenance  costs. 
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Average  new  home  prices 
trebled  in  15  years. 


FHA  mortgage  rates  almost 
doubled  in  that  period. 


Monthly  mortgage  payments: 
up  nearly  sixfold. 


'1st  quarter 


FORBES,  JUNE  1 1,  1979 


59 


Poulson.  First,  let's  define  what  we 
mean  by  real  estate.  Homes  are  the  larg- 
est part  of  the  real  estate  market.  If  you 
take  the  amount  of  money  that  is  spent 
on  mortgages  per  se  and  you  look  at  how 
much  was  spent  on  commercial  versus 
residential,  commercial  would  have  been 
only  about  18%.  The  value  of  single  fam- 
ily homes  is  over  $2  trillion. 

To  answer  your  opening  question, 
we  are  in  the  strong  leg  of  a  normal 
boom,  and  we'll  be  going  down 
sometime  in  the  next  year  with  a  reces- 
sion. Looking  into  the  Eighties,  we  will 
have  a  strong  real  estate  market.  Howev- 
er, because  of  some  unfavorable  trends,  it 
might  not  be  as  strong  as  it  is  today. 

Forbes:  Who  is  paying  these  crazy 
prices  out  here?  How  do  they  do  it? 

Poulson:  My  daughter  got  married  in 
April.  Her  husband  is  27  and  works  in 
corporate  finance  and  she's  a  secretary 
for  a  home  builder.  They  pool  their  in- 
comes. They  bought  what  I  considered  in 
1956  a  $25,000  tract  house  for  $1 10,000. 
Her  salary  services  the  loan. 

As  to  who  is  buying,  Forest  Olson  is  a 
lot  closer  to  specific  cases  than  I  am. 

Olson:  Inflation  makes  it  all  go.  Infla- 
tion has  taken  a  house  that  cost  $40,000 
ten  years  ago  and  turned  it  into  a 
$150,000  home  today.  The  equity  now  is 
maybe  $120,000.  He  can  easily  take  that 
by  selling  his  house  and  cashing  out  and 
move  himself  up  into  a  quarter  of  a  mil- 
lion dollar  home  today. 

Forbes:  Do  you  think  that,  once  the 
impending  recession  passes,  prices  will 
start  to  soar  again? 

Poulson:  There  will  be  an  upward 
trend,  but  we  expect  the  rate  of  increase 
to  flatten  out.  One  reason  is  demograph- 
ic. This  baby  bubble  will  be  pushing  into 
the  upper  income  in  the  next  ten  years. 
So  the  number  of  potential  married 
women  coming  along — the  15-to-24- 
year-olds — will  slow  down  and  even  go 
down  in  absolute  numbers.  Furthermore, 
we  can't  expect  to  jump  from  50%  of 
married  women  working  now  to  80% .  I 
think  it  will  hold  at  about  50%  or  maybe 
go  up  slightly. 

Forbes:  With  that  big  negative, 
wouldn't  you  get  a  drop  in  prices? 

Poulson:  The  offset  is  inflation.  If  infla- 
tion continues  at  a  rate  at  least  above 
that  of  the  Sixties,  then  housing  prices 
will  go  up. 

Forbes:  If  inflation  did  come  under 
control,  would  this  be  a  big  negative  on 
home  prices? 

Poulson:  If  inflation  is  down,  in  the 
long  run  prices  will  be  down  accordingly. 
Inflation  is  bringing  the  new  house  up 
faster  than  the  old  house.  That's  why  the 
resale  market  is  going  to  be  stronger  than 
the  new  market  over  the  next  ten 
years — it's  lower  and  more  affordable. 

Forbes:  In  the  Sixties  everyone  wrote 
articles  about  a  new  era  of  low-cost, 
mass-produced  houses.  A  new  low-cost 


house  would  change  all  your  price  projec 
tions,  wouldn't  it? 

Poulson:  But  you  still  have  a  very  frag- 
mented market  with  a  lot  of  different 
local  building  codes.  It's  going  to  be  a 
while — if  ever — before  you  get  uniform 
building  codes.  If  you  do  that,  then  who 
is  going  to  build  for  the  national  market 
and  put  in  equipment  to  build  modular 
housing,  as  long  as  it's  such  a  cyclical 
industry?  As  long  as  the  government 
uses  housing  as  the  cyclical  deflator,  I 
don't  expect  much  change  in  production 
techniques. 

I  don't  see  a  strong  mobile-home  mar- 
ket either.  They  are  not  financed  well, 
and  as  we  get  an  older  population,  it  will 
be  the  type  who  doesn't  like  them.  I  see 
only  a  small  increase. 

Olson.  The  closest  you  come  to  low- 
cost  housing  is  condominiums  or  cooper- 
atives where  less  land  and  common  walls 
give  savings. 

Forbes:  If  you  are  right  and  prices 
don't  slump  ...  it  will  be  a  first.  The 
financial  world  has  always  been  cycli- 
cal— by  nature. 

Poulson.  My  favorite  barometer  is 
watching  Harvard  Business  School 
graduates.  They  go  into  the  wrong  indus- 
try automatically.  First  it  was  insurance, 
then  it  was  electronics.  I  admit  we  are 
getting  more  in  real  estate. 

Seriously,  looking  at  the  index  of 
FHA  housing  versus  the  Standard 
&  Poor's  Index,  stocks  are_way_un- 
derpriced  compared  to  real  estate.  Bar- 
ring a  war  or  national  disaster,  the  stock 
market  is  going  to  come  back. 

Forbes:  If  money  did  start  shifting 
back  into  stocks,  you  might  get  a  real 
estate  price  drop,  not  just  a  leveling. 

Poulson.  It  depends.  I  see  real  estate 
continuing  up,  but  not  at  the  rate  of  the 
last  three  years.  I  guess  it  is  not  going  to 
be  the  boom  it  has  been.  Half  the  mar- 
ried women  in  the  country  are  working 
today.  You  won't  get  much  of  an  increase 
in  that  in  the  next  decade.  The  15-to-24- 
year-old  marriage-age  group  will  decrease 
while  the  35-to-45s  increase.  Family  for- 
mation will  be  a  negative. 

Forbes:  Let's  talk  about  nonresiden- 
tial real  estate  and  ask  the  same  ques- 
tion: Do  we  have  the  greatest  real  estate 
boom  in  history? 

Mahoney:  You  have  more  people  and 
inflation  brings  the  dollar  values  up  and 
the  obvious  answer  is  yes. 

Poulson.  There  has  not  been  too  much 
commercial  and  industrial  building  since 
the  last  recession.  That's  why  the  vacan- 
cy rates  are  so  low  and  that's  why  the 
prices  are  so  high.  Because  of  the  sever- 
ity of  the  1973-75  recession,  construc- 
tion didn't  bounce  back  as  quickly  as  it 
usually  does. 

During  the  last  recession  there  were  a 
lot  of  spaces  we  could  rent  in  office  build- 
ings at  $9  a  foot,  where  they  had  dropped 
from  $12.  Today  new  buildings  are  com- 


ing out  at  $14  to  $15  a  foot.  I  don't  think 
there  is  a  major  city  in  the  U.S.  that  has 
an  adequate  supply  of  office  space. 

Forbes:  Are  high  interest  rates  also 
part  of  the  construction  problem? 
They're  close  to  an  alltime  high. 

Poulson:  No.  Remember  the  different 
inflation  factors:  Money  is  awfully  cheap 
today.  The  perception  now  is  that  the 
inflation  rate  exceeds  the  interest  rate, 
so  why  not  pay  10%%  if  you  have  11% 
inflation?  If  inflation  starts  dropping,  in- 
terest rates  are  going  to  drop,  too.  You 
pay  whatever  the  inflation  rate  is. 

Forbes:  You  invest  for  pension  funds 
and  insurance  companies.  Will  there  be  a 
replay  of  the  disaster  following  the  go-go 
era  when  the  institutions  cleaned  out 
their  old  glamour  stocks  to  get  rid  of  the 
damaging  evidence  of  their  gullibility? 

Poulson:  Here's  their  psychology.  The 
average  pension  fund  administrator  now 
knows  he  has  an  ERISA  responsibility. 
He  puts  maybe  2%  of  his  assets  into  real 
estate.  He  gets  a  report  he  doesn't  under- 
stand. So  he's  not  looking  at  it  day  to 
day.  It's  long  term.  So  this  investment  is 
not  like  the  institutional  investment  in 
high-multiple  stocks. 

Pension  funds  have  maybe  1%  of  total 
assets  in  real  estate.  I  don't  see  the  per- 
centage moving  more  than  5%  to  7%  in 
ten  years.  Of  course  even  1%  of  $400 
billion  is  a  lift.  But  in  England  and  Hol- 
land real  estate  may  be  a  third  of  pension 
fund  assets.  Also  the  insurance  compa- 
nies are  increasing  their  real  estate. 

Another  factor  is  foreign  buying. 
Foreigners  accounted  for  $200 
million  worth  of  investment 
properties,  commissions  on  which 
amounted  to  over  10%  of  our  commer- 
cial revenues  and  about  4%  to  6%  of  our 
total  revenues  last  year.  Many  came  in 
with  a  different  philosophy  and  are  pri- 
marily looking  for  the  big  properties  like 
Manhattan's  World  Trade  Center.  Their 
philosophy  has  been  preservation  of  cap- 
ital rather  than  return.  So  they  have  bid 
up  prices  and  consequently  bid  down  the 
yields. 

Forbes:  The  risks  of  paying  these 
prices  still  look  scary. 

Poulson.  Look,  if  you  are  buying  one  of 
these  properties  at  the  equivalent  of  a 
multiple  of  60  in  stocks,  if  you're  never 
going  to  sell,  you  may  not  be  getting 
hurt.  Secondly,  when  you  buy  some- 
thing, you  leverage  it.  You  would  be  get- 
ting a  5%  return,  but  as  rents  go  up  at  a 
reasonable  rate,  you  may  be  making  from 
10%  to  15%  five  years  from  now.  You 
are  not  seeing  many  flat  rents  in  major 
buildings  today.  The  unions  want  a  cost/ 
price  index  and  so  does  the  landlord. 

Forbes:  In  1975,  accompanying  the  ar- 
ticle wirh  a  picture  of  red  ink  poured  on  top 
of  a  Manhattan  skyscraper,  Fortune  maga- 
zine said  it  would  take  a  decade  for  the 
country  to  recover  from  the  overbuilding 
and  other  excesses .  You  would  have  had  to 
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Of  the 
5  Great  Liqueurs 

intheworld 
only  one  is  made  in 
America. 


Wild  Turkey  Liqueur. 


go  back  to  the  Thirties  to  find  a  worse 
period  for  real  estate  in  general  than  No- 
vember 1973  to  April  1975.  What  snapped 
things  back  so  quickly? 

Poulson:  Inflation.  A  lot  of  banks  con- 
trolled "walk-aways, "  as  we  call  property 
let  go  by  the  equity  owner,  and  real  es- 
tate trusts  and  these  things  were  put  on 
the  market,  professionally  priced,  rather 
than  emotionally  priced.  Inflation  plus 
the  demand  of  the  population  resulted  in 
good  buys. 

Olson.  Office  buildings  that  were  va- 
cant— called  "see-throughs" — at  that 
point  in  time  meant  the  equity  owner 
was  in  a  disaster  position,  but  the  assets 
there  were  basically  a  gold  mine.  With 
inflationary  new  building  costs  running 
away,  "it  was  only  a  disaster  for  the  cur- 
rent owner.  Someone  else  was  going  to 
do  very  well. 

Forbes:  What's  to  guarantee  that  the 
slowdown  you  foresee  won't  turn  into  a 
bust  like  the  one  in  1973-75? 

Mahoney:  There's  another  strange  fac- 
tor in  the  marketplace  today.  High  inter- 
est rates  aren't  caused  by  a  shortage  of 
money  as  they  were  in  1973.  Then  it  was 
hard  to  find  money.  Today  there  are 
great  pools  of  money.  Insurance  compa- 
nies are  bulging.  If  you  want  to  pay  for  it, 
you  don't  have  the  usury  limitations. 

Poulsori:  The  inventory  of  land  is  dif- 
ferent too.  A  lot  of  developers  had  inven- 
tories of  so  much  land,-  now  the  very 
sophisticated  developers  don't  keep 
much.  In  fact  we  have  a  supply  problem. 
There  aren't  a  lot  of  buildable  lots 
around.  Most  important  real  estate  peo- 
ple are  more  wary.  Until  the  big  bust  of 
1973-75  a  breed  of  management  had 
grown  up  with  a  different  idea  than  their 
fathers  had  about  what  could  happen. 
Now  they  got  educated.  It's  going  to  take 
longer  than  ten  years  for  them  to  forget. 

Olson:  Really,  prices  look  dumb  to 
some  Wall  Street  people,  but  they  look 
awfully  smart  to  me. 

Poulson:  There  are  more  purveyors  of 
gloom  in  New  York  per  square  foot  than 
anywhere  else. 

Forbes:  Gentlemen,  what  goes  up 
must  come  down — and  not  just  in  New 
York  City. 

Do  these  two  interviews  support 
Forbes'  cautionary  attitude  to- 
ward current  real  estate  prices? 
On  a  superficial  reading,  perhaps  not.  All 
the  interviewees  argue  that  there  are 
powerful  forces — inflation  prominent 
among  them — that  will  keep  realty 
;  prices  high.  But  remember  this:  At  the 
i  top  of  a  boom  people  are  almost  univer- 
sally optimistic,  especially  those  closely 
involved  in  an  industry.  We  think  this  is 
significant:  Harlan  and  Poulson  and  his 
associates  all  agree  that  many  demo- 
graphic factors  underlying  the  great  surge 
in  realty  prices  since  1975  have  played 
themselves  out.  No  boom  lasts  forever. 
Why  should  this  one  be  different?  ■ 
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Scotland  has  Drambuie. 
Ireland  has  Irish  Mist.  France 
has  Cointreau  and  B&B. 

Now  America  can  boast  its 
own  great  native  liqueur:  Wild 
Turkey  Liqueur  created  in 
Kentucky  by  the  originators  of 
America's  finest  native  whiskey, 
Wild  Turkey. 


Wild  Turkey  Liqueur  is  the 
"sippin'  sweet  cream"  of  liqueurs. 
It's  made  to  be  savored  slowly 
after  dinner.  Or  as  a  mellow 
accompaniment  to  an  evening's 
conversation.  You've  tasted  the 
great  liqueurs  of  Europe. 
Now  taste  America's  great  one— 
Wild  Turkey  Liqueur. 


NOTICE  SUPPLY  WILL  BE  LIMITED  IF  NOT  IN  YOUR  STORE,  PLEASE  CONTACT  AUSTIN.  NICHOLS  &  CO  ,  LAWRENCE8URG.  KY  80  PROOF  ©  1977 


Today's  Bunker  Ramo 
is  giving  your  broker 
a  lot  of  the  information 
he's  giving  you. 


On  the  floor  of  the  New  York  Stock 
Exchange  and  in  brokerage  houses 
coast  to  coast,  many  thousands  of 
people  are  looking  to  Bunker  Ramo 
for  the  very  latest  information  every 
trading  day. 

What  they're  looking  at  is  Bunker 
Ramo  s  Market  Decision  System  7 
— the  nationwide  network  of 
terminals,  computers  and  over 
100,000  miles  of  high-speed  data 
circuits  that  provides  the  securities 
industry  with  accurate  up-to-the- 
second  data  on  stocks,  bonds, 
options  and  commodities. 

In  addition  to  such  current  data  as 
open,  high,  low,  net  change,  and 
volume,  Market  Decision  System  7 
also  displays  statistical  data  and 
market  trends.  Among  many  other 
features,  it  can  supply  a  standard 


stock  watch  on  up  to  72  issues  per 
terminal,  a  limit  watch  on  up  to  12 
issues  per  terminal,  ticker  displays, 
statistical  data  bases,  and  Dow 
Jones  News/Recall.  For  those  who 
make  investment  decisions,  it  is  a 
vital,  intelligent  system. 

Today,  Bunker  Ramo  is  a  major 
producer  of  the  data  terminals  and 


minicomputers  that,  together, 
comprise  the  information  systems 
widely  used  in  banking  and 
insurance,  as  well  as  the  securities 
industry.  In  addition,  through  our 
well-known  AmphenoP  connectors, 
we  have  a  leading  position 
in  the  aerospace  and  aircraft 
industries,  a  strong  foothold  in 
telecommunications,  and  a  growing 
role  in  fiber  optics. 

Most  important,  we  are  a  company 
with  a  reservoir  of  high  technology,  a 
solid  base  of  innovative  products, 
and  a  strong  management  team. 

Which  is  why  today's  Bunker 
Ramo  is  a  company  that's  on  the 
move.  For  our  latest  financial  reports, 
write  Bunker  Ramo  Corporation, 
Dept.  FR,  900  Commerce  Drive, 
Oak  Brook,  Illinois  60521. 


BUNKER 
RAMO 


In  the  world  of  European  finance, 
the  Pyramid  is  structured  to  handle  any  need. 


limited  to  just  our  European  network. 

Wherever  you  see  the  Bankers  Trust  Pyramid,  you're 
dealing  with  a  full  service  bank  in  the  fullest  sense  of  the 
word,  with  the  capacitv  to  raise,  lend  and  manage 
money  worldwide. 

Wherever  financial  needs  arise,  doing  business 
with  the  Pyramid  can-be  a  rewarding 
experience. 

Whether  it  is  in  Amsterdam.  Antwerp. 
Athens.  Birmingham.  Brussels.  Copen- 
hagen. Dusseldorf.  Frankfurt.  Ghent. 
Hamburg.  Liege.  London.  Madrid.  Man- 
chester. Milan.  Munich.  Paris.  Rome  or 
Zurich.   

Bankers  Trust  Company 

280  Park  Avenue,  New  York.  NY.  10017 

International  Banking  Subsidiaries  in  the  United  States:  Chicago,  Houston.  Los  Angeles  and  Miami.  Overseas  Branches: 
LONDON.  BIRMINGHAM,  MILAN.  PARIS.  TOKYO.  SEOUL.  SINGAPORE.  BAHRAIN.  NASSAU  and  PANAMA  CITY. 
An  International  Banking  Network  of  branches,  subsidiaries,  affiliates  and  representative  offices  in  over  30  countries  on  6  continents. 

Member  Federal  Deposit  Insurance  Corporation  ©Bankers  Trust  Compan\ 


As  our  symbol  suggests.  Bankers  Trust  can  rise  to 
meet  even  the  most  demanding  requirements  in  Euro- 
pean markets. 

With  a  comprehensive  range  of  commercial  and 
investment  banking  services  for  both  local  and  interna- 
tional needs. 

For  this  purpose,  we've  established  a  network  of 
branches,  subsidiaries,  affiliates  and  representative 
offices  in  ten  European  countries.  Making  us  better  able 
to  serve  the  needs  of  both  corporate  and  financial 
institutions. 

And  we  will  treat  those  needs  with  the  kind  of 
professionalism,  expertise  and  personalized  service  that 
has  made  Bankers  Trust  stand  out  in  key  financial  cities 
in  Europe. 

Of  course,  this  high  standard  of  performance  is  not 


uan  MacGregor,  industrialist  turned  investment  banker,  defends  take- 
overs as  a  necessary  means  of  reallocating  capital  in  a  period  of 
\dangerous  inflation. 


"The  net  effect 
of  takeovers 
is  positive" 


lan  MacGregor  of  hazard  Freres 

"The  consumer  is  living  off  past  investment  and  we're  running  out  of  it. 


You  can  cure  inflation  in  this  coun- 
try overnight  in  one  or  the  other 
of  two  simple  ways:  either  raise 
taxes  to  balance  government  spending  or 
reduce  that  spending  to  current  govern- 
ment income  levels.  It's  tough  medicine, 
but  any  alternative  will  ultimately  de- 
stroy the  country." 

That's  Ian  MacGregor  talking.  We  had 
stopped  by  Lazard  Fares'  offices  in  New 
York's  Rockefeller  Center  to  see  what 
the  66-year-old  former  chief  executive  of 
mining  giant  AMAX  was  up  to  now  that 
he'd  become  an  investment  banker.  A 
prominent  figure  in  the  bloody,  board- 
mandated  reorganizations  of  Singer  and 
more  recently  British  Leyland,  MacGreg- 
or, a  native  Scotsman,  is  a  thoughtful, 
internationally  minded  businessman 
with  unfailingly  provocative  views.  He 
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has  argued  strongly  for  commodity  buffer 
stocks  and  even  monetization  of  basic 
commodities  (Forbes,  "A  New  Kind  of 
Gold,"  Feb.  1,  1974).  This  time  we  got  a 
stem  lecture  on  the  serious,  underlying 
weaknesses  of  the  U.S.  economy — and  a 
defense  of  takeovers  as  rationalization  of 
scarce  plant  and  equipment. 

"Too  many  of  our  congressmen  get 
elected  by  convincing  the  majority  of 
their  constituents  that  they're  going  to 
provide  benefits  for  them,  which  means 
government  spending,"  MacGregor  goes 
on.  "This  is  not  a  new  problem.  Back  in 
the  18th  century  in  England  there  were 
'pocket  boroughs,'  where  a  landowner 
got  Parliament  to  agree  that  his  lands 
had  enough  people  on  them  to  constitute 
a  constituency.  He  would  then  go  around 
to  his  tenants  and  say,  'I'm  standing  for 


Parliament  and  I  trust  you  like  the  house 
you're  living  in.'  Parliament  got  very  up- 
set with  this  travesty  of  a  man  offering 
people  economic  inducements  to  vote 
for  him.  That's  exactly  what's  done  to- 
day by  congressmen." 

A  growing  number  of  people  feel  we're 
already  in  the  first  stages  of  a  recession. 
If  you  cut  government  spending  so  that 
the  budget  is  balanced,  as  you  seem  to  be 
recommending,  wouldn't  you  risk  plung- 
ing the  economy  into  a  very  severe  eco- 
nomic downturn? 

"Yes,  I  think  we're  beginning  to  see 
the  signs  of  recession  now.  We  are  going 
to  have  a  recession  because  we've 
reached  the  limits  of  the  consumer's  bor- 
rowing power.  The  point  is,  however, 
that  during  recent  recessions  costs  have 
continued  to  rise.  Labor  costs  don't  go 
down  during  a  recession  anymore.  They 
go  up.  So  the  normal  corrective — low  de- 
mand forces  prices  down — doesn't  work 
because  it's  so  difficult  to  force  costs 
down.  For  a  recession  to  be  corrective 
it's  got  to  be  deep  or  long." 

While  Washington  should  consider 
ways  of  stimulating  business  spending  as 
a  partial  offset,  MacGregor  went  on,  gov- 
ernment spending  has  to  be  cut  sharply. 

"With  inflation  at  13%,  all  investment 
calculations  are  thrown  into  a  cocked 
hat.  There's  no  point  in  investing.  The 
cost  of  creating  new  capacity  in  any  in- 
dustry is  just  fantastically  higher  than 
the  cost  of  the  equipment  you  already 
have.  Capital  construction  is  the  most 
expensive  use  of  labor — it  uses  our  high- 
est paid  laboring  skills.  Most  of  the  ma- 
chinery you  put  into  a  new  plant  is  not 
made  with  mass-production  methods,  so 
again  it  uses  highly  paid  labor." 

It's  certainly  true,  Forbes  commented, 
that  the  U.S.  savings  rate  is  dangerously 
low:  6.7%  over  the  past  five  years  vs. 
14.1%  for  Britain,  15.2%  for  West  Ger- 
many and  24.9%  for  Japan. 

MacGregor:  "The  U.S.  isn't  forming 
capital.  We  have  a  negative  interest  rate 
in  this  country." 
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Forbes:  It's  also  true  that  our  plant  and 
equipment  is  about  the  oldest  in  the  in- 
dustrialized world.  The  average  age  of  all 
U.S.  plant  and  equipment  is  \7Vz  years  is. 
under  12  years  for  West  Germany  and 
under  10  years  for  Japan.  Nearly  two- 
thirds  of  our  factories  are  28  years  old  or 
more.  Only  British  plants  are  older, 
among  major  developed  economies. 

MacGregor:  "Our  wealth-creating  ma- 
chinery is  being  allowed  to  run  down. 
The  consumer  has  been  living  off  our 
past  investment." 

But  this  has  been  going  on  for  some 
time.  Over  the  past  ten  years  the  U.S. 
spent  13.5%  of  GDP  on  plant  and  equip- 
ment while  Britain  spent  14.9%,  France 
16.7%,  West  Germany  17.4%  and  Japan 
26.4%.  That  makes  our  current  "capital 
goods  boom"  look  puny.  Why  has  the 
U.S.  been  so  reluctant  to  spend  on  fac- 
tories and  industrial  equipment? 

"Because  we  don't  begin  to  have  the 
recovery  of  capital  devices  that  other  na- 
tions have.  Our  depreciation  schedules 
are  based  on  the  assumption  that  we  do 
indeed  have  a  noninflated  economy. 
They're  totally  unrealistic.  They  were  at 
the  bottom  of  the  totem  pole  in  relative 
terms  even  before  inflation  got  out  of 
hand.  I  think  it  was  Douglas  Dillon, 
when  he  was  Secretary  of  the  Treasury 
under  Kennedy,  who  explained  to  Con- 
gress— this  was  in  1962 — that  the 
American  return-on-capital  arrange- 
ments were  the  poorest  in  the  world. 
And  he  managed  to  squeeze  out  of  Con- 
gress the  first  investment  tax  credit. 
Since  then  they've  taken  it  away,  rein- 
stated it,  generally  made  it  unreliable. 
They  haven't  liberalized  it.  We're  really 
no  further  ahead  today  than  we  were  in 
1962.  Now  that  was  bad  enough  then 
when  inflation  was  3.5%.  We  thought 
we  had  inadequate  depreciation 
allowances  then.  Nothing  really  has  hap- 
pened since,  and  we  have  inflation  cur- 
rently running  at  an  annual  rate  of  13% ." 

And  our  research  spending  has  declined, 
to  make  matters  worse.  Total  research 
spending  in  this  country  would  have  to 
increase  50%  just  to  equal  (as  a  percent  of 
GNP)  what  it  was  10  years  ago. 

"Right.  There  isn't  enough  innovation 
in  this  country  to  yield  new  techniques 
for  achieving  economies  of  scale,  and 
other  efficiencies  that  might  offset  the 
inflated  cost  of  capital." 

So  you'd  recommend  tax  breaks  for 
research? 

"Yes,  I  believe  the  Canadians  have  re- 
cently introduced  something  along  this 
line.  In  a  democratic  society  in  which 
people  pay  for  their  government  by 
means  of  taxation,  if  you  want  to  encour- 
age capital  to  flow  in  a  certain  direction 
you  adjust  the  tax  structure." 

What's  intriguing,  Forbes  observed,  is 
that  the  capital  corporations  could  be 
spending  on  research  and  on  new  plant 
and  equipment  they're  often  spending 


instead  on  corporate  takeovers. 

"It's  because  of  the  struggle  to  main- 
tain rates  of  return.  People  don't  perceive 
the  benefits  of  research  spending  or 
spending  on  new  plant.  In  this  period  of 
inflation,  companies  are  being  forced  to 
look  carefully  at  the  returns  they're  get- 
ting on  capital  employed,  to  get  rid  of 
things  that  don't  come  up  to  their  stan- 
dards and  acquire  things  that  do.  Now 
the  real  basic  asset  structures  of  this 
country  are  selling  at  fantastically  low 
multiples.  Existing  assets,  thanks  to  the 
lack  of  investor  interest  in  the  stock 
market,  are  being  offered  even  below 
book  value  in  many  cases,  and  book  val- 
ue represents  inadequately  depreciated 
values  as  it  is.  So  the  net  effect  of  corpo- 
rate takeovers  is  positive.  It  means  as- 
sets are  being  put  to  more  efficient  use. 
After  all,  there's  no  better  judge  of 
whether  assets  are  being  properly  used 
by  management  than  other  companies." 


Of  course  the  management  of  the  com- 
pany being  taken  over  wouldn't  agree. 

"Shareholders  may  feel  keen  to  accept 
the  takeover  offer.  But  that  shareholder 
reaction  is  constructive.  The  money  will 
be  put  to  better  use.  When  a  stock  gets 
neglected  in  the  market  it's  not  an  acci- 
dent. It's  because  the  growing  body  of 
money  managers  don't  assess  it  well." 

MacGregor  wound  up  his  lecture  by 
calling  for  a  "concerted  effort"  between 
business  and  government  leaders.  "We 
must  put  our  heads  together  as  they  do  in 
Japan  and  Germany."  If  that  sounds  as 
politically  unrealistic  as  a  sharp  cut  in 
spending  in  an  election  year,  listen  to 
MacGregor's  parting  remark:  "I  have 
news  for  you.  It  will  be  a  very  good  way 
to  get  elected.  I  think  we're  beginning  to 
be  realistic  about  the  idea  that  there  is  no 
such  thing  as  a  free  lunch." 

Ian  MacGregor  is  66  and  an  optimist. 
Quite  an  accomplishment,  that.  ■ 


Central  Louisiana  Energy  could  split  in  two 
at  great  benefit  to  its  shareholders.  But  Louisi- 
ana's regulators  don't  think  that  way. 


The  racehorse 
and  the  mule 


By  James  Flan ig an 


There's  an  electric  utility  com- 
pany down  in  Louisiana  whose 
stock  has  risen  over  40%  since 
January  on  the  strength  of  a  takeover 
offer  plus  advancing  earnings  that  have 
little  to  do  with  its  electricity  business. 

It's  a  company  with  an  interesting  po- 
litical problem,  in  the  state  where  popu- 
list Huey  Long  once  designated  "Every 
man  a  king."  Long's  spiritual  heirs  sit  on 
the  Louisiana  Public  Service  Commis- 
sion, and  the  company,  Central  Louisi- 
ana Energy  Corp.,  will  approach  them 
later  this  summer  to  propose  a  restruc- 
turing that  could  lead  to  a  spin-off  of 
thriving  nonutility  businesses  from  a 
utility  grown  pale  for  lack  of  rate  relief. 

Central  Louisiana  Energy — $420  mil- 
lion revenues  and  $27  million  net  in- 
come in  1978 — is  a  holding  company 
based  in  Pineville,  La.  (pop.,  1 1,334). 
Central  Louisiana  Energy  owns  Central 
Louisiana  Electric  Co.  (Cleco),  which  in 


turn  owns  growing  gas  pipeline  and  pro- 
duction subsidiaries.  This  basic  structure 
was  created  25  years  ago  by  Cleco's  vi- 
sionary pioneer  F.  Hugh  Coughlin,  now 
retired,  who  thought  even  then  of  build- 
ing a  total-energy  company.  Now  the 
pipeline  and  production  subsidiaries  are 
earning  far  more  than  the  utility — 
enough,  in  fact,  to  generate  an  offer  earli- 
er this  year  (ultimately  refused)  from 
Texas-based  Gulf  States  Utilities  of  $28  a 
share  for  a  stock  then  selling  at  $22.75. 
Central  Louisiana's  management  would 
like  to  separate  the  company's  two  parts, 
a  move  that  would  clearly  be  in  the 
shareholders'  interest. 

But  the  Public  Service  Commission 
prefers  to  keep  them  united.  It  ruled  four 
years  ago  that  the  pipeline  must  sell  gas 
to  the  utility  at  less  than  contract  prices; 
and  two  years  ago,  when  the  utility 
asked  for  rate  relief,  the  PSC  responded 
by  factormg  some  of  the  pipeline's  earn- 
ings in  with  the  utility's  profits  and  con- 
cluded that  rate  relief  wasn't  needed.  The 
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CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


"The  way  I  see  it, 
clients,  agents  and  insurance  companies 
like  CNA  all  have  the  same  goal.  And  that's 

to  come  up  with  the  best  coverage  at  the  most  reasonable  cost 
over  the  long  haul.  Together,  we're  doing  it.  CNA  people  work 
closely  with  us  on  risk  management.  Identifying  risks  and 
suggesting  improvements,  liKe  putting  safety  treads  on  a  stair- 
way. A  small  thing,  maybe,  but  it  shows  how  this  three-way 
partnership  can  work.  And  how  clients  can  have  an  important 
effect  on  their  own  insurance  costs.  Because,  I  think  what  we 
have  to  be  is  together/'         ^>  ^ 


INSURANCE  FROM 

OVA 

Judge  us  by  the  agents  who  represent  us 
Continental  Casualty  Company/Continental  Assurance  Company/CNA  Plaza/Chicago,  IL  60685 


IMMEDIATE 

OPENINGS 
FOR  THE  OFFICE 

OF  THE  FUTURE. 


APPLY 


Not  long  ago,  if  you  mentioned  to  someone 
you  were  in  the  information  management  field,  you 
were  greeted  with  a  polite  smile  and  a  vacant  stare. 

Today,  you're  liable  to  get  a  job  offer. 

Suddenly  major  corporations  are  hiring 
Directors  of  Information  Management  and  Managers 
of  Information  Services.  Who,  when  they  arrive  on 
the  job,  will  find  several  hundred  million  pieces  of 
information  waiting  to  be  managed . 

Fortunately,  they'll  also  find  a  company  who 
can  help  them  manage  it:  Xerox. 

We  offer  Xerox  copiers  and  duplicators  that 
not  only  reproduce  information,  but  also  sort,  reduce 
and  copy  on  both  sides. 

Electronic  printers  that  take  information 
directly  from  computers— and  then  print  it  out  with 
laser  beams. 

Electronic  typing  systems  that  type  and  store 
information— so  you  can  readily  find  and  revise  it. 

In  fact,  today  there  are  Xerox  machines  that 
can  perform  almost  any  information  management 
job.  Including  the  most  important  one: 

Helping  information  managers  do  their  job. 

XEROX 


XEROX®  is  a  trademark  of  XEROX  CORPORATION 


Water  makes 
Sunbelt 

Central 
even  sunnier 

for  industry. 


m     --^>  -Ws. 


Frisco 
has  the  inside  track  in 


SUNBELT 


CENTRAL 


There's  a  lot  for  industry  to  like  in 
Sunbelt  Central— an  area  anxious  to 
add  industry,  and  showing  it  in  tangible 
ways.  And,  for  industry  that  needs  huge 
water  resources,  Sunbelt  Central  offers 
the  outstanding  volume  of  rivers  like 
the  Mississippi,  Arkansas,  Alabama, 
Tombigbee,  Red  and  others. 

FOR  INFORMATION  about  locations 
in  this  area  write  us  on  your  letterhead, 
in  complete  confidence  and  without 
obligation.  Please  state  your  specific 
needs  in  as  much  detail  as  possible. 
N.  A.  Kirchoff,  Vice  President-Industrial 
Development,  St.  Louis-San  Francisco 
Railway  Co.,  906  Olive  St.,  St.  Louis,  MO 
63101,  or  phone  (314)  342-8455. 


FRISCO 


St.  Louis-San  Francisco  Railway  Co. 

Frisco  Territory  includes: 
Alabama,  Arkansas,  Florida, 
Kansas,  Mississippi,  Missouri, 
Oklahoma,  Tennessee  and  Texas. 

78025A 


Commission  sees  the  prosperity  of  Lou- 
isiana Intrastate  Gas  Pipeline  Co.  (Lig) 
and  South  Louisiana  Production  Co. 
(Slapco),  the  subsidiaries,  as  helping  Cle- 
co's  customers  hold  the  line  on  rising 
electricity  bills.  Central  Louisiana  man- 
agement sees  such  a  regulatory  attitude 
as  impoverishing  the  utility  and  denying 
shareholders  the  full  benefit  of  manage- 
ment's past  creativity. 

Meanwhile,  Cleco  languishes.  In  1978 
the  utility  earned  only  8.5%  on  its  por- 
tion of  Central  Louisiana's  equity,  far 
below  the  13%  returns  enjoyed  by  south- 
eastern utilities  according  to  the  Forbes 
Yardsticks  (Jan  8).  Central  Louisiana  as 
a  whole  was  able  to  turn  in  a  16.5% 
return  on  equity  only  because  of  over- 
20%  profitability  for  the  combined  non- 
utility  subs.  A  classic  case,  in  short,  of 
the  attractive  racehorse  harnessed  to  the 


Pipeline  and  production  boss  Gale  Galloway 
He  built  a  company  within  a  company. 

laboring,  plow-pulling  mule. 

It  wasn't  always  thus.  Only  six  years 
ago  Cleco  was  earning  over  $11  million 
on  revenues  of  some  $67  million,  return- 
ing a  classy  15.5%  on  its  utility  equity. 
The  gas  pipeline,  Lig,  was  in  such  trouble 
that  its  very  life  was  threatened  by  the 
rising  prices  it  had  to  pay  for  the  gas  it 
sold  under  fixed  contracts.  And  Slapco 
existed  more  to  run  two  gas-processing 
plants  than  to  explore  for  new  gas.  Cleco 
Chairman  W.  Donner  Rodemacher— 
who  is  today,  at  72,  chairman  of  the 
holding  company  as  well — sent  the  head- 
hunters  out  looking  for  somebody  to  run 
the  gas  businesses. 

They  found  him  in  Gale  L.  Galloway 
who,  at  43,  had  put  in  20  years  in  the 
pipeline  business  with  Tenneco  and 
Coastal  States  Gas  in  Houston.  Gallo- 
way, an  economics  graduate  from  Baylor 
who  attended  law  school  at  night  while 
working  for  Tenneco,  negotiated  for  a 
free  hand  to  run  the  subsidiaries,  plus  a 
2%  deferred  interest  in  any  gas  well 
Slapco  subsequently  found.  To  his  credit, 
Rodemacher,  a  veteran  utility  man  who 
had  spent  his  life  with  Cleco,  agreed. 

Galloway  renegotiated  Lig's  contracts, 
promising  customers  that  he  would  find 
new  gas  reserves  and  end  curtailments. 
He  expanded  the  pipeline,  took  on  more 
industrial  customers.  He  got  Slapco  into 


deals  to  explore  for  new  gas,  got  it  good 
position  and  several  gas  discoveries  in 
the  Tuscaloosa  Trend  play  (Forbes,  Apr 
30).  As  a  result,  the  two  subsidiaries  that 
together  had  earned  less  than  $2  million 
when  he  took  charge  made  over  $18  mil- 
lion last  year. 

Utility  earnings  have  since  fallen  to  $9 
million,  hurt  by  higher  interest  costs  plus 
depreciation  charges  on  a  new  power 
plant  that  opened  two  years  after  electric 
growth  rates  had  peaked.  Cleco,  in  fact, 
can  no  longer  issue  first  mortgage  bonds, 
but  must  go  to  costlier  and  more  volatile 
bank  financing.  The  pattern  in  the  first 
quarter  of  this  year  was  typical.  Central 
Louisiana's  earnings  shot  up  86%,  virtu- 
ally all  because  of  Lig  and  Slapco,  which 
contributed  68%  of  total  profits. 

Would-be  purchaser  Gulf  States  is  also 
willing  to  buy  just  the  electric  company, 
Cleco,  whose  surplus  generating  capacity 
would  fit  neatly  into  Gulf  States'  capac- 
ity shortage  in  the  early  1980s.  But  such 
discussions  have  been  discontinued,  at 
least  until  Central  Louisiana  can  clean  up 
its  structure  by  separating  the  gas  subsid- 
iaries from  the  electric  parent. 

And  ultimately?  "Forgetting  the  regu- 
latory environment,"  says  tall  Gale  Gal- 
loway in  a  soft  south  Texas  drawl,  "the 
best  interest  of  shareholders  and  custom- 
ers would  be  to  have  these  companies 
independent  subsidaries  under  the  hold- 
ing company  structure.  But  as  it  is,  we'd 
better  separate  them  completely." 

"I'm  definitely  for  keeping  it  all  to- 
gether," retorts  Tommy  Powell,  a  fuel 
wholesaler  who  is  vice  chairman  of  the 
Public  Service  Commission.  What  with 
Slapco  and  Lig  getting  all  that  gas,  Powell 
explains,  it  could  mean  cheaper  fuel  costs 
for  the  electric  company  and  lower  elec- 
tric bills  for  customers — and  voters.  Sure, 
Powell  and  PSC  Chairman  Louis  Lam- 
bert are  playing  fast  and  loose  with  eco- 
nomics, but  is  Baton  Rouge  that  different 
from  Washington?  Lambert,  who  is  run- 
ning for  governor  in  Louisiana,  has  a  TV 
commercial  showing  him  on  Wall  Street 
in  the  empty  early-morning  hours.  He 
points  at  the  silent  buildings  and  de- 
clares, "They  say  up  here  that  we  [the 
PSC]  are  not  doing  the  right  thing.  But 
we  haven't  knuckled  under  to  the  big 
utility  monopolies."  Lambert  will  hear 
Central  Louisiana's  case  later  this  sum- 
mer, well  before  the  October  primary. 

Given  that  "climate,"  what  can  Cen- 
tral Louisiana  shareholders  look  forward 
to?  For  one  thing,  rising  earnings  from 
their  company's  well-managed  subsidiar- 
ies. And  ultimately,  perhaps,  shares  in  a 
new  company  owning  Louisiana's  larg- 
est intrastate  pipeline  plus  impressive 
new  gas  discoveries  as  well  as  a  share  of 
Gulf  States  Utilities.  That's  also  called 
upside  potential,  and  it's  the  reason  Cen- 
tral Louisiana  has  been  running  away 
from  the  declining  utility  stocks  since 
the  first  of  the  year.  ■ 
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Small  business  and  big  business 
share  the  same  tax  laws. 

Why  shouldn it  they  share  the 
same  accounting  firm? 


A  small  businessman  can't  afford  to  have  lots  of  accounting  and  financial  peo- 
ple working  full  time  for  him  on  things  like  tax  planning.  As  big  businesses  do. 

But  there's  no  reason  why  a  small  businessman  can't  at  least  have  the  same 
accounting  firm. 

The  fact  is,  we've  organized  Deloitte  Haskins  &  Sells  to  give  a  small  business- 
f  man —or  businesswoman —the  same  kind  of  knowledgeable  advice  our  bigger 
clients  get. 

One  of  our  people,  an  experienced  professional  who's  uniquely  trained  in 
small  business  matters,  keeps  an  eye  on  your  business,  and  works  closely 
i  with  you. 

And  if  the  need  arises,  he  can  call  upon  other  professionals  in  our  firm  for 
their  specialized  know-how. 

Mind  you,  it's  not  only  a  question  of  knowing  the  ins  and  outs  of  the  tax  laws. 
It's  knowing  the  ins  and  outs  of  your  business,  and  ways  to  help  you  improve  it. 
When  you  get  right  down  to  it,  a  business  like  yours  probably  needs  Deloitte 


Everybody  and  his  brother  is  in  the  car-leasing 
business.  Gelco  did  it  a  bit  differently  and  that 
little  difference  made  a  big  difference. 


Minnesota  money 
machine 


By  Harold  Seneker 

Among  local  businessmen,  espe- 
cially in  the  affluent  suburbs  of 
big  cities,  there's  nothing  much 
better  than  being  a  Chevrolet  dealer. 
You're  visible,  a  veritable  pillar  of  the 
community.  You  might  go  south  in  the 
winter,  own  a  couple  of  racehorses  if 
that's  your  style  and  do  a  nice  six  figures 
in  draw,  profits  and  perks.  For  a  lot  of 
people,  that  would  be  the  culmination  of 
their  business  lives.  But  not  for  N.  (for 
Norman)  Bud  Grossman. 

Grossman  is  a  diminutive  man  of  58, 
relaxing  for  the  moment  behind  the  big 
desk  in  his  office.  He  was  just  such  a 
Chevy  dealer  in  the  early  1960s,  running 
the  family  business  in  the  suburbs  of 
Minneapolis.  Today  he's  sitting  on  the 
top  floor  of  his  own  modern  office  build- 
ing in  those  same  suburbs,  where  he  runs 
a  $400  million  (revenues)  leasing  com- 
pany, Gelco  Corp.  The  company,  which 
he  founded,  has  been  growing  an  average 
35%  each  year,  lately  returns  25%  on 
equity,  and  he  and  his  family  own  16% 
of  it,  or  $28  million  worth.  He  has  a 
second  office  building  going  up  next 
door,  and  lately  he  has  been  dabbling  in 
the  takeover  game,  just  like  the  really  big 
boys,  one  of  whom  he  seems  well  on  the 
way  to  becoming. 

To  hear  Grossman  tell  it,  you'd  think 
the  transformation  came  about  almost 
by  accident:  "We  started  out  leasing  fleet 
cars  to  large  companies,"  says  Grossman 
in  his  calm,  dry,  understated  voice;  he 
rather  resembles  the  schoolteacher  he 
once  considered  becoming.  "It  seemed 
like  a  great  way  to  sell  more  cars,"  he 
explains.  But,  he  quickly  goes  on,  there 
was  a  problem:  the  operating  lease, 
which  his  big  new  customers  wanted 
because  it  got  the  sticky  problems  of 
fleet  management  and  maintenance  out 
of  their  hair.  Grossman  didn  t  like  the 
financial  risks;  to  make  any  money,  he 
knew  he  had  to  leverage  the  cars  to  the 
hilt,  and  just  a  whiff  of  higher  inflation  or 


Gelco  Chairman  and  CEO  N,  Bud  Grossman 
5,400%  growth  and  going  strong. 


recession  could  turn  the  leveraged  profit 
in  the  flat  monthly  fees  into  leveraged 
losses  very  fast. 

"So  we  experimented  with  finance 
leases  instead,"  he  recalls.  These  pushed 
all  the  ownership  risk  and  variable  costs 
on  to  the  user  of  the  cars,  leaving  a  small, 
but  safe,  fixed  fee.  Of  course,  anybody 
could  have  done  that.  What  Grossman 
did  to  make  his  product  different  was  to 
offer  to  oversee  maintenance  and  fleet 
management  for  his  fee. 

The  big  companies  looked,  sampled — 
and  went  for  it. 

"It  turns  out  they  didn't  come  to  us 
and  lease  to  save  money  on  the  cars 
themselves,"  explains  Grossman.  "Our 
customers  are  typically  big,  prime-rate 


companies  who  could  finance  cars  them 
selves  at  least  as  cheaply  as  we  could 
Their  real  saving  came  from  eliminating 
their  own  inefficiency  and  their  fleei 
management  overhead,"  he  says.  "A 
whole  department  could  be  replaced,  ir 
principle,  by  a  single  liaison  man." 

That  realization  came  in  1964.  Gross- 
man  dates  Gelco's  career  from  that  mo- 
ment, but  when  he  took  his  creatior 
public,  in  1969,  it  was  still  only  a  tin> 
$7.3  million  (revenues)  regional  lessor 
Nevertheless,  it  was  an  acorn  with  enor- 
mous potential  for  growth.  There  were 
two  big  reasons:  cash  flow  and  leverage. 

Consider,  for  example,  Gelco's  results 
for  last  fiscal  year,  ended  July  31,  1978.  It 
had  revenues  of  merely  $319.4  million 
(this  year,  they  should  be  at  least  $40Cj 
million),  on  which  it  earned  $18.6  mil- 
lion. Very  nice.  But  now  look  at  the  restl 
of  its  cash  flow:  There  was  $58.8  million 
of  assorted  depreciation  and  amortiza- 
tion on  the  $470  million  worth  of  equip- 
ment on  Gelco's  books,  plus  $16.3  mil- 
lion in  deferred  taxes  thanks  to  using 
accelerated  versus  straight-line  depreci- 
ation, and  $5.8  million  called  "provision 
for  loss  on  receivables" — "but  we  never 
lose  more  than  a  very  little  each  year  oni 
them,"  smiles  Grossman,  "not  with  our 
prime  customers — strictly  AA-1  finan- 
cial ratings,  or  the  equivalent  financial 
strength  if  they're  small." 

So  Grossman  wound  up  with  $99.6 
million  to  play  around  with.  He  managed 
to  spare  $53.5  million  of  that  for  assorted 
acquisitions.  Also,  since  his  leases  arei 
secured,  in  effect,  by  those  AA-1  custom- 
ers, he  can  leverage  up  with  enormous 
loads  of  equipment  and  lease  debt — $642 
million-worth  last  year  on  a  net  worth  of 
$96  million.  Moreover,  since  going  pub- 
lic, the  stock  has  mostly  sold  above  the 
DJIA  (currently  it  is  about  ten  times 
earnings)  and  at  a  hefty  premium  to  book 
value,  making  it  a  very  useful  acquisition 
currency. 

He  quickly  began  extending  outward 
from  his  company's  core  business  in  ev- 
ery logical  direction.  Once  the  big  Hon- 
eywell computer  was  in  place  to  keep 
track  of  the  thousands  of  bits  of  financial 
trivia  involved  in  leasing  and  fleet  man- 
agement— purchase  dates,  fee  payments, 
proper  repair  costs  and  on  and  on — it  was 
simple  to  offer  the  service  without  the 
cars.  That  added  to  revenues  with  virtu- 
ally no  further  overhead  cost. 

Then  Grossman  asked  himself:  If  I'm 
not  just  a  local  auto  lessor  anymore,  what 
else  can  I  offer  my  customer  base?  First 
answer:  Big  companies  are  apt  to  be  na- 
tionwide,- why  not  go  national  yourself? 
Four  acquisitions  in  four  years,  culminat- 
ing in  buying — and  turning  around — Pep- 
siCo's  ill-run  auto-leasing  business,  com- 
bined with  Gelco's  internal  growth  to  do 
just  that.  Meanwhile,  he  picked  up  Trav- 
eletter  Corp.,  an  82-year-old  company 
that  provides  sight  drafts  to  traveling 
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salesmen  (and  a  tighter  controlled-pay- 
ments  system  for  their  employers). 
Then,  he  asked,  why  not  lease  trucks? 
Feld  Truck  Leasing,  then  $41  million  in 
sales,  came  aboard  in  1974.  And  why  not 
rent?  Transport  Pool  Corp.  ($46  million), 
which  rents  truck  trailers,  came  in  1975 
and  Econo-Car,  an  auto-rental  agency, 
was  added  in  1977. 

Nationwide  companies  are  often  also 
international  companies.  So  Gelco  oper- 
ations soon  flourished  in  Canada,  Mexi- 
co and  Great  Britain,  and  are  under  way 
on  the  Continent. 

If  your  expertise  is  managing  transpor- 
tation, he  went  on,  how  about  providing 
an  integrated  air-and-ground  courier  ser- 
vice? Gelco  acquired  International 
Couriers  Corp.,  a  large  regional  operation 
in  the  Midwest  despite  its  name,  in  1977 
when  it  came  up  for  sale.  Take  it  nation- 
al? The  U.S.  Courier  operation  of  Loomis 
Air  Transport,  on  the  West  Coast,  is 
being  acquired  now. 

If  you  rent  and  lease  vehicles,  how 
about  doing  the  same  with  other  things? 
"Four  years  ago  we  found  several  million 
worth  of  assorted  equipment — sweepers, 
forklifts  and  the  like — on  our  books  as  a 
courtesy  to  our  customers,"  says  Gross- 
man. "We  had  this  business  already,  and 
we  had  to  decide  to  stay  in  or  get  out.  It 
was  profitable,  so  we  stayed  in.  Now  it's 
about  $30  million." 

Where  to  from  here?  To  hear  Gross- 
man tell  it,  the  sky's  the  limit.  He  plans 
to  at  least  double  the  size  of  the  company 
internally  in  another  four  years  or  so, 
taking  for  granted  a  15%  to  20%  growth 
rate.  That's  without  acquisitions,  and 
there  will  pretty  surely  be  more  of  those: 
A  recent  attempt  to  take  over  Interway 
Corp.,  a  smaller  but  very  lucrative  leasing 
company,  suggests  Grossman  will  not 
necessarily  wait  around  in  Eden  Prairie, 
Minn,  until  a  willing  partner  shows  up. 

"Five  years  ago  we  weren't  in  half  the 
businesses  we're  in  now,"  he  tells  every- 
body. "I'll  be  disappointed  if  the  same 
thing  isn't  true  five  years  from  now." 

When  Grossman  says,  "We  haven't 
had  a  failure  yet,"  he  knocks  dutifully  on 
wood,  even  after  noting  that  the  prospect 
of  a  recession  doesn't  frighten  him.  If  he 
can  continue  to  save  his  customers  mon- 
ey, he  says,  they  are  likely  to  want  more, 
not  less,  of  his  services  in  a  time  when 
profit  margins  are  tightening.  Then,  too, 
he  doesn't  have  much  real  exposure:  His 
leases  are  virtually  risk  free,  and  often  his 
only  actual  investment  in  a  business  line 
is  in  computer  software  and  staff.  Mar- 
ket saturation?  That's  not  much  of  a 
problem  when  Gelco  has  only  about  5% 
of  existing  markets. 

So  the  moral  of  our  Chevy  dealer's  tale 
is,  if  your  business  has  anything  to  do 
with  leasing,  or  vehicles — or  worse  yet, 
both — watch  yourself:  Somebody  in 
Eden  Prairie  is  making  plans  to  breathe 
down  your  neck.  ■ 
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Richer.  And,  of  course,  costlier. 
For  the  very  good  reason  that  it  is 
)lended  from  the  G>gnacs  of  more 
than  70  select  vineyards,  all  of  which 
lie  within  France's  two  pre-eminent 
Cognac  districts,  Grande  Cham- 
pagne and  Petite  Champagne.  Truly, 
the  world's  most  civilized  spirit. 
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IJJarco 

Marine  Construction  &  Design  Co. 

through  its  wholly  owned  subsidiary 
Marco  Holdings  Inc. 

has  acquired  approximately  95% 
of  the  outstanding  common  stock  of 

Campbell  Industries 


The  undersigned  acted  as  dealer  manager 
and  financial  advisor  to  Marco  Holdings  Inc. 


WM  SWORD  &  CO 

INCORPORATED 

May,  1979 
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It's  reassuring  to  know  the  Mercedes-Benz  240D 

can  take  you  farther  on  a 

tank  of  fuel  than  any  other  car  sold  in  America 


On  the  one  hand,  it  is  pure 
Mercedes-Benz  -  with  all 
the  quality  and  integrity  the 
name  implies.  On  the  other,  the 
240  Diesel  costs  $5,000  less  than 
any  other  Mercedes-Benz  —  and 
can  take  you  633  miles  on  a  sin- 
gle fill-up.  Read  how  the  240  D 
can  gratify  both  your  pocket- 
book  and  your  love  of  fine  cars. 

Relentless  efficiency  is  the 
Mercedes-Benz  240  D's  mission  in 
life.  From  its  stouthearted  Diesel 
engine  to  its  four-speed  manual 
transmission  to  its  wind-cheating, 
aerodynamically  "clean"  body  shape, 
it  is  an  enemy  of  waste  in  all  its 
forms. 

But  what  sets  the  240  D  apart  is 
the  fact  that  these  efficiencies  are 
rendered  by  a  solid,  1 '/2-ton  automo- 
bile that  doesn't  look  or  feel  like  any 
"economy"  car  you  have  ever  known. 

No  corners  cut 

Certain  costlier  Mercedes-Benz 
sedans  sit  on  a  110-inch  wheelbase 
and  share  a  body  shell  notable  for 
the  spaciousness  of  its  interior  and 
its  trunk.  That  same  wheelbase,  that 
same  body  form  the  basis  of  the 
240  D. 

It  is  full-blooded  Mercedes- 
Benz  in  its  technical  advances  too. 
The  fully  independent  suspension, 
four-wheel  disc  brakes  and  superb 
power  steering  system  fitted  to  those 
costlier  sedans  are  also  fitted  to  the 
240 D.  As  are  power  brakes,  a  central 
vacuum  locking  system,  even  a 
quartz-crystal  chronometer.  And  ev- 
ery painstaking  step  of  workmanship 
and  finish  that  those  other  models 
undergo,  the  240 D  undergoes. 

What's  in  a  bread  box? 

Consider  the  mechanical  heart  of 
the  240  D.  It  is  a  four-cylinder  Diesel 
engine  whose  146.4  cubic  inches  of 
displacement  would  barely  fill  the 
average  bread  box.  But  what  feats 
the  engineers  make  it  perform: 

•  It  is  strong  enough  to  propel 
this  substantial  automobile  along 
hour  after  hour  at  American  highway 


speeds,  yet  so  finely  balanced  that 
you  cruise  along  at  55  mph  without  a 
hint  of  Diesel  vibration  or  "knock." 

•  It  can  be  driven  for  thousands 
upon  thousands  of  miles  without 
needing  a  conventional  tune-up. 
Most  engine  parts  that  would  need 
to  be  tuned  up  aren't  there:  no  car- 
buretor, no  spark  plugs,  no  distribu- 
tor, no  points. 

•  It  runs  on  Diesel  fuel,  still 
America's  cheapest  automobile  en- 
ergy source.  And  despite  its  IV2  tons, 
it  delivers  an  estimated  thirty  miles 
per  gallon.  This  is  the  EPA  estimate 
for  a  240  D  equipped  with  a  4-speed 
manual  transmission.  Remember- 
Compare  this  estimate  to  the  'esti- 
mated mpg'  of  other  cars.  You  may 
get  different  mileage,  depending  on 
how  fast  you  drive,  weather  condi- 
tions, and  trip  length. 

This  mileage  and  a  21.1-gallon 
tank  create  a  driving  range  so  vast 
that  it  is  possible  to  go  from  New 
York  to  Washington,  sightsee,  then 
turn  around  and  go  back  to  New 
York  again  -  all  on  a  single  fill-up. 

Efficiency  is  standard 

The  240  D's  four-speed  manual  shift 
and  its  lack  of  power  accessories 
both  reduce  initial  cost  and  increase 
running  efficiency.  But  if  this  seems 
a  touch  too  austere  -  if  you  choose 
the  comforts  of  air  conditioning  and 
electric  windows  and  automatic 
transmission  over  the  economies 
created  by  their  absence- you  can 
order  them  as  extra-cost  options. 
You  will  still  be  driving  a  frugal- 
hearted  car. 

120  safety  features 

In  your  240  D,  the  doors  are  a  safety 
feature.  The  steering  column  and 
wheel  are  safety  features.  The  glove- 
box  door  lock  is  a  safety  feature. 
Even  the  profile  of  the  taillight 
lenses  is  a  safety  feature  - 
designed  to  help 
swirl  slush  or 
mud  away  in  the 
airstream  as  the 
car  moves  along, 


keeping  your  brake  lights  visible  to 
following  traffic. 

Satisfying  sensations 

The  240 D  is  a  richly  satisfying  car  to 
drive  because  it  is  intelligently  engi- 
neered down  to  the  fine  points. 

One  fine  point  is  zero-offset 
steering  geometry.  Simply  put,  it 
helps  the  car  maintain  a  straight  line 
even  as  you  thunder  over  potholes. 
Another  is  the  shock  absorber  fitted 
into  the  steering  mechanism,  to  blot 
up  thumps  that  might  otherwise  jar 
your  hands  on  the  wheel. 

Unrivaled  resale  value 

There  are  some  things  that  the  240  D 
cannot  do.  For  instance,  it  cannot 
depreciate  drastically  in  value 
overnight. 

The  happy  fact  is  that,  over  the 
past  five  years,  Mercedes-Benz  240  D 
Sedans  have  been  shown  to  retain 
over  80 percent  of  their  original 
value. 

A  Diesel  down  to  its  soul 

Finally,  the  240  D  comes  from  the 
company  that  has  spent  more  years 
building  Diesel  automobiles  and  has 
built  more  of  them  (two  million  and 
climbing)  than  any  other  company 
in  the  world. 

Mercedes-Benz  sees  significant 
differences  between  a  Diesel  car  and 
a  car  with  a  Diesel  engine.  The  240  D 
is  designed  as  a  Diesel  to  the  core, 
its  every  major  component  matched 
to  the  unique  demands  of  Diesel 
operation. 

In  sum,  the  240  D  is  for  people 
who  are  seriously  concerned  with 
driving  efficiency.  And  Mercedes- 
Benz  has  been  seriously  concerned 
with  building  Diesel  cars, 
not  for  four  years  or  so  but 
four  decades  or  so. 


The  240D  can  take  you  633  miles  on  a  single  fill-up. 
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Figuring  out  why  Mercantile  Stores  is  so  prof- 
itable isn't  as  hard  as  finding  its  corporate 
headquarters. 


Knock  twice  and 
ask  for  Leon 


By  Richard  Greene 

Trying  to  find  the  headquarters  of 
$922  million  (sales)  Mercantile 
Stores  Co.  Inc.  is  a  job  for  Sam 
Spade.  Mercantile 's  annual  report  says 
it's  headquartered  in  Wilmington,  Del.  It 
isn't.  In  the  back  of  the  annual  you  find  a 
New  York  address,  128  W.  31st  St.  Mer- 
cantile doesn't  seem  to  be  there,  either. 
A  parking  lot  is.  The  attendant  directs 
you  three  doors  away  to  a  bright  red 
awning  marked  132  W.  31st  St.  Con- 
gratulations. You're  there. 

"Anyone  that  knows  us  can  find  us," 
explains  Mercantile's  Chairman  and 
CEO  Leon  F.  Winbigler,  flashing  a  toothy 
smile.  Why  the  confusing  address?  "It's 
been  that  way  for  as  long  as  I  can  remem- 
ber. Never  seemed  to  cause  trouble." 

Clearly,  this  is  not  what  you'd  call  high 
visibility.  Which  isn't  surprising  since 
Mercantile  is  4 1  %  owned  by  the  reclusive 
Milliken  clan — and  their  associates — 
owners  of  the  huge,  privately  held  textile 
manufacturer,  Milliken  &  Co.  Aside  from 
his  famous  annual  Milliken  Show,  Roger 
Milliken,  head  of  the  family,  is  about  as 
much  of  a  hermit  as  any  man  with  a 
reported  $250  million  can  be. 

Like  the  Millikens,  Mercantile  Stores 
has  been  very  quiet  about  itself — while 
making  a  lot  of  money. 

Since  1970  sales  and  earnings  have 
nearly  tripled.  Sales  were  up  17%  last 
year,  as  were  continuing  earnings,  to 
$36.5  million  (plus  a  onetime  $3.5  mil- 
lion profit  from  turning  over  the  con- 
sumer credit  program  to  Citibank). 
Though  the  dividend  is  fairly  low — 
$1.10 — Mercantile  was  second  among 
department  store  chains  in  Forbes'  Re- 
port on  American  industry  (Jan.  8)  with  a 
15%  five-year  average  return  on  equity. 
Some  analysts  believe  its  earnings  per 
share— $6.80  in  1978— will  exceed  $10 
three  years  out.  Read  this  and  weep,  you 
fellows  who  run  Sears,  Roebuck! 

Why  has  growth  like  this  been  all  but 
invisible?  For  one  thing,  no  outlet  actual- 


ly known  as  a  "Mercantile  Store"  exists. 
The  company  consists  of  17  small  chains 
like  J.B.  White  in  Augusta,  Ga.  and 
Castner  Knott  Co.  in  Nashville,  Tenn. 
Doing  business  in  these  second-  and 
third-tier  cities  means  less  competition, 
fewer  unions  and  more  loyal  customers. 
Mercantile  was  one  of  the  first  chains 


Mercantile's  Ralph  Glassford 
A  grass  roots  retailer. 

to  run  to  the  suburbs  in  the  late  Forties 
and  Fifties.  Now  it  has  only  1 1  down- 
town stores  left,  which  produce  11%  of 
sales.  By  being  first  in  the  suburbs,  says 
Winbigler,  "we  became  number  one  or 
two  in  most  of  our  markets  and  one  in 
many.  We  had  been  second  or  third  in 
many  downtown  locations." 

Being  a  big  fish  in  medium-size  pud- 
dles has  also  proved  effective  against  in- 
vading chains  the  likes  of  Associated 
Dry  Goods  Corp.  or  J.C.  Penney  Co.  Inc., 
claims  Winbigler.  "Dayton-Hudson 
moved  to  Toledo,"  he  says.  "Well,  we're 
so  well-identified  with  our  markets  that 
it  didn't  affect  progress  at  all  in  our  Lion 
chain." 


Mercantile  has  held  the  fort  in  each  of 
its  outlets.  "Virtually  all  of  our  stores  are 
profitable.  We  haven't  closed  a  store 
that's  been  opened  since  1960." 

To  say  the  least,  Mercantile  was  not 
assembled  through  pell-mell  acquisi- 
tions; in  fact,  only  three  of  the  chains 
have  been  acquired  since  the  company's 
organization  60  years  ago. 

Back  then  things  were  rough  on  the 
U.S.  business  scene,  and  one  casualty 
was  a  major  wholesale  dry  goods  firm, 
H.B.  Claflin  Co.,  which  went  under 
owing  about  $42  million.  Claflin's  credi- 
tors reorganized  it  and  created  two 
brand-new  retailing  chains:  Mercantile 
Stores  and  Associated  Dry  Goods. 

From  that  start — 22  stores  in  all— Mer- 
cantile grew,  almost  entirely  internally 
Says  Winbigler:  "Since  1940  our  entire 
acquisitions  have  been  three  stores.  Their 
yearly  sales  were  only  about  $15  million. 
And  we're  not  interested  in  acquisitions 
now."  For  years  Mercantile  was  the  little 
sister  to  Associated.  But  last  year,  with 
Associated  having  troubles  (Forbes,  Sept. 
18, 1978),  Mercantile's  earnings  came  out 
in  front.  Score:  Mercantile,  $40. 1  million; 
Associated,  $34  million.  In  profitability 
Mercantile  is  way  ahead:  4.4%  vs.  Asso- 
ciated^. 1%. 

Visiting  Mercantile  is  like  going 
through  a  time  warp.  After  a  while,  you 
expect  Winbigler  to  pull  out  a  gold  pocket 
watch  and  go  off  to  make  sure  every- 
body's coming  back  from  lunch  on  time. 
Just  like  in  the  old  days,  Mercantile 
doesn't  look  outside  for  management. 
Most  of  the  chain  presidents  got  their 
training  in  another  Mercantile  chain, 
and  Mercantile  men  tend  to  be  Mercan- 
tile men  for  life;  the  average  length  of 
service  for  officers  is  more  than  20  years. 

Typical  is  Ralph  T.  Glassford,  a  28- 
year  Mercantile  veteran  and  president  of 
the  company's  Nashville-based  Castner 
Knott  Co.  chain.  Glassford  came  to  the 
Nashville  chain  via  Mercantile's  Cincin- 
nati and  Lexington  outlets.  As  he  walks 
through  his  stores  he  barks  out  ques- 
tions— in  a  voice  something  like  John 
Wayne's — "Do  we  have  enough  of  this? 
Is  there  space  enough  for  that?" 

His  familiarity  with  the  merchandise 
is  matched  by  his  knowledge  of  his  em- 
ployees, most  of  whom  he  greets  by 
name.  That's  no  mean  feat.  Castner 
Knott  employs  some  1,800  people. 

Refreshing  though  Mercantile's  low 
profile  may  be,  it's  probably  unfortunate 
for  the  company's  6,000  non-Milliken 
shareholders.  With  an  11%  earnings 
growth  over  the  last  five  years,  Mercan- 
tile's stock  sells  at  five  times  earnings, 
compared  to  J.C.  Penney  with  a  growth 
rate  of  6.9%  or  Associated  with  almost 
zero — but  both  with  multiples  of  seven. 
The  shareholders  really  don't  care,  says 
Winbigler — "They're  in  it  for  the  long 
term.  They  know  what  we  are  and  they're 
content."  Sour  grapes?  Not  likely.  ■ 
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GLENUVET 

AGED  12  YEARS 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12 -year-old  Scotch  in  the 
,  world.  The  Glenlivet.  The  ultimate  in  f 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
\  Scotch. 

^    The  Glenlivet 

Unchanged  since  1824 


glenlivet 

12  YEARS  OLD 

'Scotch  <U?w5Ay 
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THE  TASTE  BEYOND 
PREMIUM  SCOTCH 


We  had  to  know  all  the 
costs  for  a  ship's  crew  before 
we  financed  a$100  million  loan 
for  an  international  shipping 
group.  And  we  did  it  by 
arranging  syndication  in  London, 

New\brk  and  Tokyo  while 
providing  multi-currency 
management  advice. 


For  Marine  Midland  Bank,  this  kind  of  transaction  is  all  in  a  day's  work. 
We're  an  international  network  of  bankers  doing  business  in  the  largest  money  centers 
in  the  world,  for  the  largest  corporations  in  the  world,  all  over  the  world. 

So  wherever  you  need  us,  count  on  us.  You'll  get  the  response  that's  right  for  you. 

TELL  IT  TO  THE  MARINE 

Member  FDIC 

MARINE  MIDLAND  BANK® 

New  York  City,  Buffalo,  Miami,  Beirut,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  lakarta,  London,  Madrid,  Manila, 
Mexico  City.  Nassau,  Panama,  Paris,  Riode  laneiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tehran,  Tokyo,  Toronto 


The  Streetwalker 


What's  hot  on  the  Amex  these  days?  A  steel 
stock.  A  steel  stock?  Yep. 


A  1 ,250%  profit 
in  18  months 


The  gkim  weight  of  all  those  scare 
headlines  about  crude  oil  and  gaso- 
line shortages  has  touched  off 
some  of  the  most  far-out  oil  plays  Wall 
Street  has  seen  in  years. 

Huffy  Corp.,  for  example,  has  been  get- 
ting a  lot  of  action,  but  not  because  the 
crapshooters  think  the  fuel  crunch  is  go- 
ing to  prove  a  bonanza  for  the  company's 
major  product  line,  the  bicycle.  Nope,  the 
romance  is  all  in  a  product  that  generates 
only  a  modest  proportion  of  Huffy's 
sales — portable  gasoline  containers.  The 
theory  seems  to  be  that  the  jerrican  is 
going  to  become  in  these  parlous  times 
as  standard  a  piece  of  automotive  equip- 
ment as  the  jack  handle. 

Then  there's  Tokheim  Corp.,  the  na- 
tion's largest  producer  of  gasoline  pumps. 
With  petrol  heading  to  a  dollar  and  up  a 
gallon,  the  old  three-digit  price  register 
on  the  pump  will  be,  as  they  say  in  Wash- 
ington, D.C.,  no  longer  operative.  That 
could  mean  brisk  demand,  The  Street 
reasoning  goes,  for  Tokheim's  new  four- 
digit  counters. 

"People  are  really  reaching, "  says  Joel  D. 
Fischer,  an  oil  analyst  for  Drexel  Burnham 
Lambert,  Inc.  "It's  just  like  the  gambling 
stock  craze. "  The  Resorts  International  of 
the  oil  play  is  a  little-known  Mexican  steel 
company,  Tubos  de  Acero  de  Mexico 
(TAMSA).  A  year  and  a  half  ago,  TAMSA 
was  going  begging.  You  could  have  bought 
the  stock  on  the  American  Stock  Ex- 
change for  as  little  as  $1.75  a  share  and,  in 
any  case,  for  no  more  than  $3.75.  That  was 
the  high  for  1977. 

As  recently  as  two  months  ago, 
TAMSA  was  at  17V2.  In  the  short  space 
of  the  next  six  weeks,  the  stock 
whooshed  to  40%,  and  then  backed  off 
into  the  low  30s.  In  a  dull  stock  market 
TAMSA  was  the  hottest  thing  around, 
thanks  to  its  unique  position  as  one  of 
the  few  publicly  held  Mexican  compa- 
nies to  be  plugged  directly  into  Mexico's 
otherwise  nationalized  oil  boom.  Traded 
on  both  the  Mexican  Stock  Exchange 
and  on  the  Amex,  TAMSA  is  Mexico's 
only  producer  of  seamless  steel  tubing, 
drill  pipe,  casing  and  line  pipe.  About 


80%  of  TAMSA's  output  is  invoiced  to 
Petrdleos  Mexicanos  (PEMEX),  the  gov- 
ernment agency  that  manages  and  con- 
trols the  Mexican  petroleum  industry. 
The  rest  of  the  production  goes  mainly  to 
other  government  agencies. 

Thus,  TAMSA  has  a  lot  going  for  it:  a 
monopoly  position  and  a  guaranteed 
market,  a  market  that  is  bound  to  grow 
exponentially  as  Mexico  continues  to 
push  for  more  oil  and  gas  production. 
"People  are  dying  to  play  Mexican  oil," 
says  Drexel  Burnham's  Fischer,  "and 
TAMSA  is  the  only  direct  way  to  do  so." 

"A  lot  of  the  play  started  when  Presi- 
dent Carter  went  down  to  Mexico  in 
February,"  says  Maura  R.  Flanagan,  an 
account  executive  in  Loeb  Rhoades, 
Hornblower's  Midland  Park,  NJ.  office, 
who  put  some  of  her  clients  into  TAMSA 
at  17.  Those  who  bought,  she  continues, 
"are  people  who  like  to  swing  a  bit.  Peo- 
ple who  were  in  the  gambling  stocks."  In 
short,  people  who  dearly  love  a  "story." 
What  are  the  facts?  TAMSA  ran  back-to- 
back  deficits  in  1976  and  1977  because  of 
the  devaluation  of  the  peso  and  a  general- 
ly flat  economy.  There  were  some  posi- 
tive signs  along  the  way,  however,  par- 
ticularly a  sizable  earnings  gain  for  the 
first  nine  months  of  1978,  but  almost 
anything  had  to  look  good  against  the  red 
ink  of  the  year  before.  And  at  17,  for  a 
stock  that  in  its  best  year  earned  82 
cents  a  share,  it  looked  as  though 
TAMSA  was  indeed  a  gamble  that  had 
already  discounted  quite  a  lot  of  future. 

Some  Mexicans  sold  into  the  long  rise 
from  the  1 977  lows,  says  John  B.  Rhoads  of 
Casa  de  Bolsa  Inter- Americana,  an  Ameri- 
can broker  who  has  lived  for  a  long  time  in 
Mexico,  "and  did  not  get  back  in  because 
the  stock  is  so  speculative.  It's  not  a  stock 
that's  in  every  good  portfolio,"  Rhoads 
continues.  "The  market  was  really  made 
in  the  U.S." 

The  price  and  volume  figures  on  the 
Amex  support  Rhoads'  conclusion  that 
Americans,  not  Mexicans,  have  been  the 
big  buyers.  TAMSA  began  popping  up 
frequently  on  the  most-active  list  toward 
the  end  of  April.  When  TAMSA  dis- 


closed it  would  ask  shareholders  to  ap- 
prove a  300%  stock  dividend,  the  issue 
jumped  from  21  to  28.  Then  came  the 
long  ride  to  40% — two  weeks  before  the 
company  announced  that  its  earnings  for 
the  first  quarter  of  this  year  had  almost 
tripled,  from  18  cents  a  share  to  53  cents 
a  share. 

Bernard  Selz  and  Ezra  P.  Mager  of  Fur- 
man  Selz  Mager  Dietz  &  Birney  Inc.  ran 
those  numbers  through  the  calculator 
and  revised  their  projections  for  the  year. 
The  new  conclusion:  that  TAMSA  would 
probably  earn  around  $2.20  to  $2.30  a 
share  instead  of  the  $1.80  to  $2  originally 
anticipated.  The  company  itself  esti- 
mates its  profits  might  actually  go  as 
high  as  $2.56  a  share  on  the  old  stock. 

On  a  best-case  basis,  that  means 
TAMSA  is  trading  at  around  1 1  times 
projected  earnings,  a  handsome  premi- 
um for  a  modest-size  steel  company. 
Pretty  rich  in  this  market?  Well, 
TAMSA  does  have  some  big  expansion 
plans  afoot  and  those  Wall  Streeters  still 
bullish  on  the  stock  argue  that  the  new 
plant  will  more  than  justify  today's 
seemingly  high  multiple.  "I  don't  see 
why  TAMSA  can't  earn  $4  a  share 
within  the  next  36  months,  and  in 
excess  of  $5  a  share  by  the  end  of  1981," 
maintains  one  enthusiast. 

Even  at  $5  a  share,  TAMSA  would  not 
sell  for  more  than  six  times  earnings  in 
this  market  if  it  were  a  U.S.  steel  stock. 
So,  at  $30  a  share,  it  is  already  discount- 
ing an  awful  lot  of  good  news.  What 
may  be  significant  is  that  TAMSA  will 
probably  be  coming  to  market  some- 
time this  fall  for  $50  million  or  more  in 
equity  capital.  Clearly  the  company 
wants  the  best  possible  price.  Its  manag- 
ers are  not  innocent  of  the  ways  of 
American  investors.  They  are  going  to 
do  everything  they  can  to  make  sure 
that  there  is  plenty  of  good  news  be- 
tween now  and  equity-offering  time. 

Some  of  the  unsentimental  traders 
who  have  been  playing  TAMSA  are  al- 
ready out.  "I  started  getting  scared  at  35 
and  told  my  clients  they  ought  to  sell," 
says  Loeb  Rhoades,  Hornblower's  Flana- 
gan. Ezra  Mager  and  Bernard  Selz  feel 
much  the  same  way.  They  took  TAMSA 
off  the  Furman  Selz  Mager  Dietz  &  Bir- 
ney recommended  list  on  May  18.  "It's 
had  a  nice  move,  but  it's  vulnerable," 
says  Selz.  "It's  up  a  lot." 

Selz  still  thinks  TAMSA  is  a  good 
company  with  good  prospects,  but  not  at 
these  prices.  And  who  would  know  bet- 
ter? TAMSA  went  on  Selz'  buy  list  in 
August  1977,  when  it  was  selling  at  3. 
"We  might  add,"  says  his  partner  Ezra 
Mager,  "that  we  wish  all  of  our  recom- 
mendations had  worked  out  as  well  as 
this  one."  — Richard  Phalon 
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Close  to  Choice  Locations;  Choice  sites  for  headquarters  in  The  Maryland  Marketplace 


Between  Baltimore  and  Washington,  you  can  explore  urban  and  suburban  head- 
quarters sites  that  offer  the  appeal  of  attitude,  environment  and  access.  Wherever  you 
are,  you  have  access — an  hour's  drive  or  less  to  Washington,  hourly  Metroliner  service 
to  New  York,  worldwide  connections  from  three  major  airports.  You  can  draw  on  the 
best  minds  in  the  nation  in  high  technology.  You  are  in  an  educational,  medical,  cultural 
and  recreational  center  unrivaled  on  the  Eastern  Seaboard.  And,  you  are  in  a  State 
with  a  pro-business  attitude  to  uncomplicate  your  move.  The  Maryland  Marketplace: 
Close  To  What  Counts. 


IheMaiySaneS 
Marketplace 

CLOSE  TO  WHAT  COUNTS  I 


To  learn  more  about  headquarters  locations  in  The  Maryland  Marketplace,  contact  The  Maryland  Department  of 
Economic  and  Community  Development,  Dept.  F69, 1748  Forest  Drive,  Annapolis,  MD.  21401,  Tel:  (301)  269-2945. 


An  embarrassment  of  riches  is  putting  the 
squeeze  on  S&Ls,  especially  the  mutuals,  rais- 
ing anew  the  question: 


Who  owns  them, 
anyway? 


Yoi  wouldn't  think  that  too  much 
money  would  be  a  problem  for  any 
business,  but  it  has  been  a  chronic 
problem  for  a  lot  of  mutual  savings  and 
loan  associations  for  years.  Consider  the 
case  of  Miami's  Citizens  Federal  Savings 
and  Loan  Association.  Back  in  1976  the 
problem  became  so  serious  that  David 
Stuzin,  Citizens'  chairman  and  CEO,  de- 
cided to  slow  the  flow  by  temporarily 
stopping  advertising  and  limiting  indi- 
vidual accounts  to  $10,000. 

How  come  an  S&L  would  stop  the 
money,  even  for  a  little  while?  Because 
Citizens  simply  couldn't  come  up  with 
enough  reserves  behind  its  deposits  to 
meet  the  5%  statutory  requirement.  As  a 
mutual  institution  owned  by  its  deposi- 
tors rather  than  stockholders,  Citizens 
had  only  one  way  to  get  new  capital  to 
back  its  deposits — from  earnings.  But 
without  enough  earnings  to  provide  re- 
serve funds,  it  couldn't  do  enough  new 
business  to  boost  earnings  to  provide  re- 
serves. A  vicious  circle,  but  how  to  break 
it?  In  1977  Stuzin  converted  Citizens 
from  a  mutual  to  a  stockholder-owned 
S&.L  and  raised  $6  million  in  equity  in  a 
public  offering.  In  the  next  two  years 
mortgage  loans  nearly  doubled,  to  $443 
million,  and  profits  rose  from  $1.1  mil- 
lion in  1976  to  $2.5  million  last  year. 

Stuzin  didn't  invent  the  solution.  Mi- 
ami Beach's  American  Savings  and  Loan 
Association  of  Florida  became  a  stock 
company  in  1976,  raising  $6.5  million  in 
equity  and  then  another  $3.5  million  in  a 
second  offering  a  year  later.  Its  mortgage 
portfolio  climbed  from  $350  million  to 
$1.2  billion  in  three  years.  There  are 
3,327  mutuals  in  the  U.S.,  with  total 
assets  of  $399  billion,  for  an  average  of 
$120  million  each.  The  711  stockholder 
S&Ls  have  $125  billion  in  assets,  for  an 
average  of  $176  million  each.  So  there's 
still  plenty  of  room  for  conversion. 

While  conversion  is  a  solution  to  the 
reserve  problem,  it  has  created  some 
thorny  new  problems  of  its  own  in  past 
years  that  may  halt  the  whole  conver- 


FHIJiB  Chairman  \lcKinnev 


Are  the  rules'  changes  enough! 

sion  process.  The  biggest  question  is, 
Who  owns  the  mutual  that  wants  to  con- 
vert to  a  stockholder  company?  Deposi- 
tors in  mutual  SikLs,  technically  at  least, 
aren't  depositors  but  "shareholders"  who 
"own"  the  institution. 

In  the  past,  however,  these  member 
depositors  have  got  the  short  end  while 
officers  and  directors  have  got  rich  off 
conversion.  Senate  Banking  Committee 
Chairman  William  Proxmire  and  S&L 
people  have  been  critical  of  the  conver- 
sion process.  That's  why  Robert  H. 
McKinney,  outgoing  chairman  of  the 
Federal  Home  Loan  Bank  Board,  changed 
the  rules  last  March.  Now  all  stock  offer- 
ings have  to  be  public  rather  than  private 
placements,  and  insiders  can't  take  more 
than  25%  of  the  issue  collectively. 

That  still  means  that  the  depositors 
have  to  shell  out  new  money  to  buy  what 
they  supposedly  already  own.  Despite 
the  fact  that  the  depositors  have  a  claim 
to  the  institution's  assets,  their  actual 
ownership  is  certainly  not  open  and 
shut.  What's  more,  since  1976  only  3.8% 
of  depositors  have  exercised  their  rights 
to  buy  stock  when  other  mutual  SikLs 
have  converted.  Since  1976,  35  institu- 
tions have  converted,  with  about  15  in 


the  Sunbelt  where  deposit  growth  has 
created  pressure  for  new  capital.  More 
than  80  other  applications  for  conver- 
sions are  now  before  the  FHLBB. 

Basically,  conversion  works  this  way: 
Once  the  board  has  approved  the  switch, 
an  investment  banker  appraises  the  in- 
stitution and  sets  a  price  based  on  its  net 
worth,  earnings  record  and  the  state  of 
the  stock  market.  In  today's  low-multi- 
ple market,  a  new  issue  commonly  sells 
below  book  value.  Depositors  get  first 
crack  at  the  shares,  based  on  the  size  of 
their  accounts.  Then  come  officers  and 
directors  and,  finally,  the  general  public. 

Proxmire  insists  that  the  FHLBB 
doesn't  even  have  the  authority  to  ap- 
prove conversions,  since  the  1974  law 
that  permitted  them  on  an  experimental 
basis  expired  in  1976.  He  and  Kenneth 
Virch,  executive  director  of  the  Council 
of  Mutual  Savings  Institutions,  want  a 
moratorium  until  Congress  redefines  the 
board's  authority.  Meanwhile,  takeovers 
of  stockholder-owned  S&Ls,  especially 
National  Steel's  proposed  acquisition  of 
United  Financial  Corp.  (parent  to  Citi- 
zens Savings  and  Loan  Association  of 
San  Francisco),  have  given  more  ammu- 
nition to  McKinney's  critics. 

"Conversions,"  says  Virch,  "are  unfair 
and  inequitable  because  of  the  basic 
problem  of  distributing  the  net  worth 
and  reserves  owned  by  the  mutual  S&JL 
members.  Converting  denies  any  rights 
to  the  members  who  don't  purchase 
stock."  Remedial  legislation  would  prob- 
ably have  to  give  something  to  these 
nonbuying  depositors  for  their  rights. 

As  long  as  S&Ls  continue  to  offer  six- 
month  money-market  certificates 
pegged  to  Treasury  bill  rates,  they  can 
stave  off  the  flight  of  deposits  to  higher- 
rate  investments.  But  that  doesn't  elimi- 
nate their  need  for  higher  earnings. 
Moreover,  high-rate  certificates  have  cut 
deeply  into  the  wafer-thin  spread  be- 
tween loan  portfolio  yield  and  the  cost  of 
savings.  California  S&Xs,  generally  the 
healthiest  in  the  country,  have  seen  their 
average  spread  dwindle  in  the  past  six 
months  from  more  than  2%  to  1.6%. 
And  that,  in  effect,  is  a  gross  figure.  Har- 
ris Friedman,  senior  vice  president  of 
Miami  Beach  convert  American  Savings 
and  Loan,  puts  it  a  different  way:  "Our 
deposits  were  increasing  20%  to  30%  a 
year,  and  at  that  rate  we  would  have  had 
to  earn  1%  on  assets  after  taxes  just  to 
stand  still"  in  required  reserves. 

What  all  this  means  is  that  if  mutual 
S&Ls  are  to  survive  as  home  financing 
institutions,  they  are  going  to  have  to 
find  some  means  of  getting  new  capital. 
The  present  system  of  conversion  is 
clearly  less  than  perfect.  So  Congress  will 
probably  have  to  confront  some  basic 
issues.  One  is  whether  the  original  idea 
of  mutuals  owned  by  depositors  is  any- 
thing more  than  one  of  those  good  inten- 
tions that  died  with  the  New  Deal.  ■ 
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C  1979"  J  REYNOLDS  TOBACCO  CO 


I  didn't 

sacrifice 


great  flavor 


to  get 
low  tar.' 


"The  first  thing  I  expect  from  a  cigarette  is  flavor.  And 
satisfaction.  Finding  that  in  a  low-tar  smoke  wasn't  easy. 

"But  then  I  tried  Vantage.  Frankly,  1  didn't  even  know 
Vantage  was  low  in  tar.  Not  until  I  looked  at  the  numbers. 
"That's  because  the  taste  was  so  remarkable  it  stood  up 
to  anything  I'd  ever  smoked. 
"For  me,  switching  to 
*v  Vantage  was  an  easy  move  to 
make.  I  didn't  have  to  sacrifice  a  thing.' 


Peter  Accetta 
New  York  City,  New  York 


VANTAGE 


0 


FILTER  100'S:  10  mg.  "tar",  0.8  mg.  nicotine.  FILTER,  MENTHOL 
11  mg.  "tar".  0.8  mg.  nicotine,  av.per  cigarette,  FTC  Report  MAY  78. 
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Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Vantage 

Regular,  Menthol  and  Vantage  100's. 


Rival  Manufacturing  marched  all  the  way  up 
the  hill  only  to  march  down  again.  A  story  of 
opportunity  grasped  and  then  fumbled. 


Flash  in  the  pan 


The  Up-And-Comers 


Rival  President  Miller  jr.),  Executive  Vice  Preside) it  Rootes  in  their  boardroom 
"We  knew  the  Crock-Pot  wouldn't  last.  That  was  just  reasonable." 


Was  it  just  a  glorious  fluke?  The 
winning  ticket  on  a  never- 
again,  90-to-l  combination? 
From  1972  to  1976  little  Rival  Manu- 
facturing Co.  of  Kansas  City,  Mo.  aver- 
aged a  49%  return  on  equity.  (This  with 
scarcely  any  leverage:  Debt  was  a  low 
13%  of  capitalization.)  In  the  fiercely 
competitive,  low-margin,  pots-and-pans 
business,  Rival  had  come  up  with  a  bet- 
ter pot.  Rival  looked  like  a  real  up-and- 
comer  (Forbes,  Aug.  15, 1975). 
But  that  was  yesterday. 
The  dust  has  settled  now  at  Rival.  Isi- 
dore (Hack)  Miller,  73,  is  still  president. 
His  hair  is  still  chocolate  brown  and  he 
vows  he'll  die  in  the  saddle.  He  claims 
his  squat  little  Crock-Pots  once  again 
have  80%  to  90%  of  the  U.S.  slow-cook- 
er market  and  are  still  his  biggest,  most 
profitable  product  line.  But  Rival's  net 
income  has  dropped  steadily  from  $23.5 
million  in  1975  to  $4.6  million  last  year. 


Sales  have  shrunk  from  $126  million  to 
$73  million.  And  return  on  equity  has 
plunged  from  77%  to  9.1%. 

"I  think  we  did  one  helluva  good  job," 
says  Miller  defiantly  through  a  bluish 
haze  of  cigar  smoke.  "Last  year  was  the 
worst  we've  ever  had  and  we  still  netted 
6.3%  on  sales — that's  better  than  most 
of  our  competitors  do  in  a  good  year." 

"Most  companies  that  have  gone  as  far 
up  the  mountain  as  we  did  have  come 
back  down  in  a  loss  position,"  adds  Ex- 
ecutive Vice  President  Charles  W. 
Rootes  with  a  marked  Missouri  twang. 

"Let  me  tell  you,  survival  isn't  all  that 
bad,"  he  goes  on,  chronicling  the  short 
life  of  most  products  in  the  small-appli- 
ance business:  "There  were  about  30 
companies  that  copied  General  Electric's 
electric  knife  and  most  of  those  copiers 
got  cut  up  real  bad.  In  the  evolution  of 
hair  dryers  we've  watched  companies 
damned  near  go  out  of  existence.  That 


made  quite  an  impression  on  us." 

"We  knew  the  Crock-Pot  wouldn't 
last,"  says  Miller  after  a  pause.  "That 
was  just  reasonable." 

Certainly  there  is  nothing  in  Miller's 
warehouse  office  in  a  run-down  industri- 
al backwater  of  Kansas  City  to  suggest 
that  he  and  Rootes  got  carried  away  with 
success.  There's  no  wood  paneling  on  the 
walls.  In  fact,  there's  not  even  any  plas- 
ter. It's  just  cinder  block  painted  a  vague- 
ly depressing  pale  green.  There's  no  thick 
carpet  on  the  floor — just  scuffed  linoleum 
with  an  occasional  cigar  ash.  Pots,  pans, 
material  samples  and  brochures  are 
stacked  haphazardly  on  every  available 
surface.  A  well-thumbed  tickler  file,  yel- 
lowing with  age,  perches  precariously 
atop  an  ancient  vacuum-tube  radio  be- 
hind Miller's  battered,  cluttered  desk. 

"We've  always  been  no-frills,"  says 
Miller.  "No  gold  plate."  (That's  a  sly  ref- 
erence to  Rival  founder  Henry  Talge  who 
liked  to  have  the  chrome  stripped  off  his 
Cadillacs  so  it  could  be  gold  plated.  Upon 
selling  out  the  business  in  1963  Talge, 
then  in  his  early  70s,  started  making 
vibrating  hairbrushes  and  later  went  into 
competition  with  Rival.  He's  still  going 
strong  at  about  90.) 

So  Hack  Miller  maintains  that  the 
Crock-Pot  was  simply  a  bonanza  to  be 
enjoyed  while  it  lasted.  But  was  it?  Was 
the  Crock-Pot  the  golden  opportunity 
that  could  have  launched  the  little  com- 
pany into  the  ranks  of  great  U.S.  corpora- 
tions? Was  it  what  sandpaper  was  for 
3M,  or  rock  drills  for  Ingersoll-Rand?  Is  it 
possible  that  another,  perhaps  younger 
man  might  have  capitalized  on  opportu- 
nities that  Miller  passed  by:  the  chance 
to  get  into  new  types  of  coffeemakers, 
food  processors  and  other  products,  and 
the  chance  to  make  major  new  acquisi- 
tions? That's  a  fair  question,  but  so  is 
this:  Would  such  a  man,  fresh  out  of 
some  prestige  business  school  perhaps, 
have  spotted  the  enormous  potential  in 
an  obscure  mail-order  bean  cooker  as 
Miller  did  (thanks  in  part  to  years  of 
experience  as  a  housewares  buyer  for 
New  York's  Macy's  department  store)? 
Would  such  a  man  also  have  sidestepped 
as  adroitly  as  Miller  most  of  the  pitfalls 
spawned  by  the  Crock-Pot's  overnight 
success? 

Those  problems  began  to  pour  in  right 
along  with  the  first  delighted  letters  from 
the  newly  Crock-Potted.  Testimonials  of 
marriages  saved,  recipes  discovered,  and 
an  occasional  burst  of  matronly  poetry.  * 

First  there  was  a  production  bottle- 
neck. The  Crock-Pot — basically  a  heat- 
ing element  in  a  steel  can  lined  with 
covered  stoneware — required  absolutely 
round  and  level  liners  so  steam  would 

'From  "Ode  to  a  Rival  Crock-Pot  ": 
For  me  cooking  bad  been  a  bore. 

seemingly  a  tremendoi4S  chore. 
Some  meals  were  good,  some  were  not 

til  I  purchased  a  Rival  Crock-Pot 
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Dad  always  enjoyed  your  letters.  & 
Hell  especially  enjoy  these  on  Father's  Day 


The  symbol  of  imported  luxury.  Bottled  in  Canada 

Enjoy  our  quality  in  moderation. 

Canadian  whisky.  A  blend  of  Canada's  finest  whiskies.  6  years  old.  86.8  Proof  Seagram  Distillers  Co.,  N.Y.C. 


It's  smooth  sailing  when  Raytheon  stands  watch 


Few  things  quicken  the  pulse  of  a  sailor  faster  than 
clear  skies  and  full  sails.  Some  things  that  do  are 
the  sudden  presence  of  fog,  the  appearance  of 
ominous  clouds  on  the  horizon,  01  the  onset  of 
darkness. 

But  the  experienced  boat  owner  is  prepared 
to  cope  with  changing  conditions. 

Radar,  for  example,  lets  him  see  through  fog 
and  darkness  to  avoid  hidden  danger.  A  depth 
sounder  tells  him  how  much  water  is  under  the  keel 
-helps  him  keep  from  running  aground.  A  radio- 


telephone puts  him  in. touch  with  home  or  other 
boats  and,  in  an  emergency,  with  the  Coast  Guarc 

All  these  electronic  aids— and  more— are 
supplied  by  Raytheon.  In  fact.  Raytheon  offers 
boat  owners  a  broader  selection  of  electronic 
productslhan  any  other  American  manufacturer. 
Our  two  product  lines— branded  Raytheon  and 
Apelco— span  the  price  spectrum  and  serve  the 
entire  pleasure  craft  market.  A  new  low-priced, 
hand-held  radiotelephone,  for  example,  is  ideal  fo 
small  open  boats.  Using  our  new  Loran  C  receiver, 


the  skipper  of  a  larger  boat  can  automatically 
pinpoint  his  position  even  hundreds  of  miles  at  sea. 
iFrom  sailboats  to  supertankers. 

{Raytheon  marine  products  are  used  on  practically 
{everything  that  floats.  Highly  accurate  Fathometer  " 
[depth  sounders  spot  schools  of  fish  to  help  com- 
mercial fishermen  efficiently  harvest  the  sea.  Our 
new  collision  avoidance  radar  system  brings  an 
j  entirely  new  dimension  of  navigational  safety  to  the 
shipping  fleets  of  the  world. 
r        Marine  products  are  part  of  our  electronics 
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business,  one  of  five  basic  business  areas  at 
Raytheon.  The  others  are  energy  services,  major 
appliances,  educational  publishing,  and  heavy 
construction  equipment.  For  our  latest  financial 
reports,  please  write  Raytheon  Company,  Public 
Relations,  141  Spring  Street,  Lexington, 
Massachusetts  02173. 
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Start  your  business  day  in  this  office, 
end  it  more  than  4,100  miles  away. 

You  can  only  do  it  in  the  Gulfstream  IE 


There  is  no  current  shortage  of  execu- 
tive airplanes  attempting  to  stretch 
their  ranges.  New  York-London  is  or 
will  be  feasible  in  several.  ' 

Since  long-range  executive  aircraft 
have  been  our  business  for  over  20 
years,  we  have  studied  them  all  close- 
ly, only  to  find  that  passenger  com- 
fort often  has  suffered  in  the  struggle 
for  distance, 

In  our  view,  there  is  still  only  one  ex- 
ecutive aircraft  design  in  which  cabin 
size  remains  as  important  as  aerodyna- 
mics, systems  and  engines  in  the  total 
concept  of  the  airplane;  and  that  is  the 
.design  of  the  Gulfstreams  1, 11  and  HI. 
A  spacious  cabirv dictated  their  size, 
which  in  turn,  permits  the  creation  of 
an  incomparable  interior  environment. 

The  long  cabin,  with  a  flat  floor  and 


stand-up  headroom;  big  panoramic  win- 
dows; private  lavatory;  pressurized 
walk-in  baggage  compartment  acces- 
sible in  flight;  large,  efficient  galley; 
superior  environmental  control  system; 
low  sound  levels  -  all  answer  to  the 
importance  we  place  on  optimum  pas- 


A  new  definition  of  the  ultimate. 


senger  comfort  in  flight. 

In  the  Gulfstream  III,  in  fact,  we've 
added  even  more  cabin  space  for  amen- 
ities to  satisfy  the  physical  and  psy- 
chological needs  of  8  or  more  people 
flying  over  4,100  statute  miles  in  about 
8  hours. 

When  it  comes  to  cabin  environment, 
no  other  executive  jet  will  compare. 

Think  about  it.  Cabin  size  is  as  crit- 
ical in  your  evaluation  of  a  business  jet 
as  performance.  So,  as  you  plan  your 
investment  in  an  airplane  for  the 
1980's  and  beyond,  be  sure  to  talk 
with  Charles  G.  Vogeley,  Senior  Vice 
President,  Gulfstream  Marketing, 
(912)  964-3274.  He  can  tell  you 
everything  about  the 
Gulfstream  III,  inside 
and  out.  ^///j 

Gulfstream  American 


Gulfstream  American  Corporation,  P.O.  Box  2206,  Savannah,  Georgia  31402.  Member  of  GAMA  i 


drip  back  onto  the  cooking  food,  basting 
it.  An  imperfect  liner  that  allows  steam 
to  escape  could  cause  inadequately 
'  cooked  food — possibly  even  botulism. 
But  achieving  such  uniformity  of  shape 
.In  an  ancient  handicraft  like  pottery 
proved  surprisingly  difficult.  The  reject 
'ate  in  the  early  stages  reached  as  much 
as  80% .  Many  potteries  refused  to  manu- 
facture for  Rival. 

"I  debated  for  a  long  time  whether  we 
should  make  the  liners  out  of  glass, 
which  would  have  been  a  lot  easier  to 
manufacture  uniformly,"  says  Miller.  He 
lecided  against  it  because,  he  says,  glass 
Jiidn't  produce  quite  as  nice  a  taste, 
Jacked  the  nostalgic  appeal  of  stoneware, 
jind — the  clincher — was  too  easy  for 
competitors  to  copy.  "We'd  have  opened 
jp  the  situation  to  competition  much 
juicker  if  we'd  used  glass,"  says  Miller. 

To  improve  production  quality  and  en- 
sure supply,  Miller  took  Rival  full  steam 
nto  the  difficult  pottery  business  (to  be 
■conomic,  kilns  must  be  run  round  the 
:lock).  He  also  licensed  a  Japanese  as- 
sembler to  provide  additional  production 
or  the  U.S.  market.  "This  was  a  calculat- 
■d  risk,"  says  Miller,  who  concedes  that 
t  backfired,  spawning  future  competi- 
ors:  "He  opened  up  probably  more  out- 
ide  pottery  sources  than  he  needed."  By 
>orrowing  more  money,  Miller  could 
lave  opened  up  his  plants  at  a  faster  pace 
nstead — but  he's  glad  he  didn't.  "Going 
rom  $126  million  in  sales  to  $75  million 
n  just  two  years,  we'd  have  gone  under  if 
ve'd  had  more  debt  leverage,"  says  fi- 
lance  man  Rootes. 

There  were  unexpected  problems  as 
veil,  problems  a  small  manufacturer 
oesn't  normally  encounter,  like  watch- 
rig  to  see  that  credit  lines  to  wholesaler 
ustomers  didn't  get  out  of  hand:  "A  set 
f  distributors  would  have  a  line  of  credit 
/ith  us  to  support  $400,000  worth  of 
usiness  and  all  of  a  sudden  they'd  be 
uying  $3  million  from  us  annually," 
ays  Rootes.  "But  we  couldn't  just  ex- 
and  their  credit.  The  credit-worthiness 
f  their  business  hadn't  really  changed." 
o  Rival  demanded  cash  in  advance, 
trangely  that  hurt  their  other  lines  of 
usiness.  "They'd  buy  Crock-Pots  up  to 
le  limit  from  us  and  then  say  'the  hell 
dth  your  can  openers,'  "  says  Miller. 
Was  it  a  mistake  to  set  such  rigid  cred- 
:  limits?  "We  went  far  beyond  what  any 
.•asonable  credit  analysis  would  dictate 
'ith  all  of  these  people,"  says  Rootes. 
With  unlimited  credit  we'd  have  made 
lore  gross  profit  on  more  volume,  but 
istead  of  losing  $60,000  when  General 
wholesale  [a  New  England  wholesaler] 
rent  down  the  tubes  we  might  have  lost 
6  million.  And  instead  of  losing 
250,000  when  W.T  Grant  went  under, 
e  could  have  lost  $4  million  on  them." 
!  Meanwhile  the  competition  was  pour- 
ig  in,  undercutting  Rival's  price.  Out- 
ght  copying  was  rampant.  "Patents 
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don't  mean  a  helluva  lot  in  this  indus- 
try," Miller  explains,  "because  infringe- 
ment cases  take  so  long  to  be  adjudicated 
that  in  many  cases  the  show  is  over  by 
the  time  the  decision  is  reached." 

Then  Miller  got  a  bad  break.  There  was 
a  fire  at  Rival's  largest  supplier.  Miller 
was  distracted  by  the  urgent  need  to  re- 
place that  production.  Says  Rootes:  "The 
plant  burned  in  September  1975  and  in 
retrospect  the  peaking  of  the  market  was 
that  Christmas  selling  season.  Our  re- 
placement efforts  were  overdone."  Rival 
ended  up  awash  in  Crock-Pot  inventory. 

As  order  backlogs  began  to  dwindle, 
Miller  responded  aggressively  by  trying 
to  introduce  a  much  broader  product 
line.  "We  tried  to  blanket  the  competi- 
tion, to  run  away  from  them  instead  of 
doing  it  with  price,"  he  says.  "We  devel- 
oped a  full  line  so  that  we  had  more 
models  than  the  rest  of  the  industry  put 


"When  you  assume  the  de- 
mand for  a  hot  item  is  going  to 
go  up  forever,  the  easiest 
thing  in  the  world  is  to  lose 
your  ass  on  it.  You  just  cant 
eat  that  damned  inventory." 


together.  But  we  tried  to  ram  too  many 
models  through  manufacturing  at  the 
same  time.  Each  model  had  to  be  engi- 
neered separately.  So  we  did  not  produce 
them  according  to  our  schedule  that 
year.  As  a  result,  we  lost  placement  in  all 
those  catalog  showrooms  in  February 
where  you're  either  in  or  out  depending 
on  what  the  committee  selects." 

By  1976,  sales  volume  was  nose-div- 
ing. "When  those  sales  turned  down  .  .  . 
well,  then  it's  too  late,"  Rootes  says. 
"You  can't  turn  that  inventory  down  as 
fast  as  you'd  like.  So  we  went  on  for  a 
year  and  a  half  with  way  too  much  in- 
ventory for  the  sales  we  were  doing. 

"I  tell  you  it's  damned  easy  when  you 
assume  that  the  demand  for  a  hot  item  is 
going  to  go  up  forever  .  .  .  the  easiest 
thing  in  the  world  is  to  lose  your  ass  on 
it,"  says  Rootes,  all  too  obviously  reliv- 
ing the  frustration  of  it.  "You  just  can't 
eat  that  damned  inventory." 

As  the  spiraling  downturn  gathered 
speed,  Miller  desperately  tried  to  capital- 
ize on  the  still-valuable  Crock-Pot  name, 
introducing  the  Crock-Plate  and  the 
Crock-Oven.  But  he  was  rushing  now, 
and  he  made  mistakes.  Neither  product 
has  done  well.  "The  control  dials  weren't 
good.  And  we  didn't  learn  how  to  sell 
them.  We  said  the  Crock-Plate  would  do 
the  work  of  ten  appliances.  That  was 
overblowing  the  damned  thing." 

Meanwhile  Rival's  dividend  payout,  al- 
ways generous,  soared  from  34%  of  earn- 
ings in  1975  to  135%  two  years  later; 
Rival  was  paying  out  more  than  it  was 
earning.  This  was  not  to  line  the  pockets 


of  Miller  and  Rootes,  who  between  them 
own  just  2.4%  of  the  stock.  Why  then? 
Miller  concedes  that  there  "might"  have 
been  some  pressure  to  maintain  such 
lavish  payouts  from  the  contiolling 
(28.9%  of  the  common)  interests.  This 
was  Stern  Brothers  &  Co.,  a  local  invest- 
ment-banking firm  that  bought  out 
Talge,  the  founder,  and  installed  Miller. 
But  if  Stern  Brothers  hoped  thereby  to 
hold  up  the  stock  price,  they  were  sadly 
disappointed.  Between  1974  and  early 
1976,  Rival  shares  climbed  from  around 
6  to  36  in  the  over-the-counter  market, 
but  by  1977  they  were  down  to  8  again 
and  thereabouts  they  still  languish  today. 

Should  some  of  that  money  have  been 
used  for  purposes  other  than  dividends? 

"What  would  we  have  done  with  the 
money?"  Miller  asks.  "Just  acquiring 
companies  isn't  by  itself  the  whole  an- 
swer." That's  a  curious  response  since 
the  Crock-Pot  and  indeed  much  of  Ri- 
val's product  line  came  to  the  company 
by  acquisition.  But  Rootes  makes  the 
same  response:  "We  certainly  didn't  pay 
out  too  much.  We  have  almost  $20  mil- 
lion in  cash  now  and  no  well-defined 
plans  as  to  what  to  do  with  it." 

Think  about  that  for  a  moment.  Both 
Miller  and  Rootes  are  confessing  to  ti- 
midity, to  a  failure  to  make  a  bold  follow- 
through  on  their  original  success.  Listen 
to  Miller:  "My  tongue  was  hanging  out 
when  I  saw  this  Cuisinart  food  processor 
come  out  for  about  $200.  We  studied  it, 
we  tried  it,  and  we  very  regretfully  said, 
'It's  not  for  us.  We  don't  think  we  can 
make  money  against  all  the  people  we 
know  are  in  or  are  coming  in.'  Now  our 
stockholders  can  say  to  us,  'What's  the 
matter  with  you  fellows?  Here's  one  of 
the  greatest  items  to  come  along  and  you 
don't  have  it.  You're  asleep.'  But  that 
was  a  decision  on  our  part. 

"Now,  coffeemakers,"  he  goes  on.  "We 
muffed  the  situation  there.  We  could 
have  been  about  three  or  four  years  ahead 
of  Mr.  Coffee.  We  had  an  arrangement 
with  Siemens  [the  German  electrical 
products  giant],  who  had  six  or  seven 
models  and  could  have  had  any  of  them 
for  a  2%  royalty.  But  our  sales  depart- 
ment figured  that  the  price  they'd  have 
to  sell  it  at  was  too  damned  high."  Says 
Rootes:  "We  thought  it  had  to  sell  at  $29 
to  be  a  volume  item.  There  were  a  lot  of 
percolators  around  at  $19,  but  we  over- 
looked the  fact  that  the  price  break  had 
moved  up  with  inflation.  When  North 
American  Systems  came  out  with  Mr. 
Coffee,  they  sold  it  in  volume  at  $40." 

Today  the  brightly  lit  design  rooms  of 
Rival  Manufacturing  are  full  of  plans  for  a 
simple  folding  snack  table  ("We  bought 
the  tooling  for  this  line  of  Versa-Tables 
for  a  pittance,"  says  Miller). 

Rival  Manufacturing  is  going  to  stay 
around,  thanks  to  Hack  Miller.  But  an 
up-and-comer?  No.  That  Crock-Pot  was 
a  fluke.  — Geoffrey  Smith 
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Final 

exams. 

Measure  stress  and  strain  on  a  new  front-end  loader. 
Tilt  a  lift  truck  until  you  know  its  safety  limits. 
Submerge  a  heavy-duty  transmission  in  water  to  check 
for  leakage. 

Tests  like  these,  and  many  more,  are  part  of  the  Clark 
Quality  Assurance  System.  That's  how  we  help  Clark 
products  get  ready  to  take  on  the  world.  So  when  they 
go  to  work  in  warehouses  and  loading  docks,  logging 
camps  and  construction  sites,  they  stand  up  under 
rough  conditions. 

We  build  machines  for  the  hardest  work.  Then  back 
them  with  a  worldwide  network  of  dealers  who  know 
how  to  keep  them  fit. 

Getting  the  job  done.  That's  the  final  exam. 

Clark  Equipment  Company,  Buchanan,  MI  49107. 


Clark  gets  it  done. 


Even  weight  distribution  helps  Clark  lift  trucks  climb  this  30%  grade. 
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Testing  a  new  Clark  tractor  shovel  for 
stress  and  strain. 


Subzero  temperatures  and  wet  loads  put 
this  Clark  Bobcat  loader  to  the  test. 


A  "tilting  table  tests  the  stability  and  sure-footedness  of  Clark  lift  trucks. 


A  Clark  powershift  transmission  is 
submerged  in  water  to  check  for  leakage. 


A  dynamometer  tests  the  cooling  system  of  a  Clark  hydraulic  crane. 


Telemarkets 


We'll  start  with  some  things  you  may  know. 

Such  as  Northern  Telecom  is  the  second  largest 
manufacturer  of  telecommunications  equipment 
in  North  America.  Not  bad  for  a  manufacturer  only  96 
years  old!  Which  leads  to  the  other  thing  you  should 
know  by  now  —  that  Northern  Telecom  is  the  second  old- 
est manufacturer  of  that  equipment  in  North  America. 

And  that's  where  coming  in  second  comes  to  a  screech- 
ing stop. 

Take  market-planning. 

It  doesn't  take  much  thought  to  figure  out  that  a 
communications  company  has  only  four  markets:  tele- 
phone companies,  the  commercial/business  world,  the 
military /government  complex,  retailers,  you  . . .  and  you 
. . .  and  you. 

What  does  take  thought  — and  Northern 
Telecom  was  the  first  to  take  it  — is  the 
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development  "of  a  product-planning  and  customer- 
service  system  that  matches  those  markets  and  caters 
right  to  their  needs. 

Which  explains  why  so  many  independent  telephone 
companies,  from  Alaska  to  Puerto  Rico,  come  to  us  for 
central  office  switching.  And  why  Coast  Guard  ships 
use  our  Pulse"  PABX  Systems.  And  it's  certainly  why- 
some  of  the  largest  corporations  in  the  world  have 
switched  to  Northern  Telecom's  SL-1"  Business  Com- 
munication System.  It  may  even  explain  why  right  this 
very  moment  thousands  of  people  are  buying  home  tele- 
phones from  us. 

We  may  be  the  second  oldest  and  second  largest,  but 
we  make  sure  we're  first  in  the  things  that  count.  North- 
ern Telecom,  Inc.,  International  Plaza, 
nOfthCffl    Dept.  1206-2,  Nashville,  Tennessee 

telecom  37217 


"Trademark  of  Northern  Telecom  Limited 


The  Money  Men 


Here's  what  a  very  smart  investor  would  like 
to  find  in  stocks  and  why  he  isn't  finding 
much  of  it  these  days.  * 


Why  Larry  Tisch 
is  cautious 


By  John  Train 


'Mrr\'  Tisch  of  Loews  Corp. 

*The  biggest  mistake  of  corporate  managers  is  ego.' 


"I'm  a  businessman,"  says  Larry  Tisch, 
sprawling  comfortably  in  his  chair.  "I 
think  of  stocks  as  businesses." 

We  were  sitting  in  his  pale-tan  modern 
office  in  the  666  Fifth  Avenue  Building 
where  Tisch,  a  smallish  man  with  a 
ready  smile,  runs  Loews  Corp.,  which  is 
in  tobacco  and  insurance,  owns  movie 
theaters  and  hotels  and  also  looks  after 
its  stock  portfolio,  which  is  usually 
worth  several  hundred  million  dollars.  A 
stock  quotation  machine  next  to  his 
desk  blinked  ticker  symbols  and  stock 
prices  at  us  continuously  as  we  talked. 

"The  different  systems — Ben  Graham, 
growth  stocks  and  the  others — are  fine, 
as  long  as  you  have  the  discipline  to  stick 
to  them.  Most  people  don't,  though,  so 
they  have  the  worst  of  both  worlds.  My- 
self, I  have  no  system.  I'm  a  pragmatist,  I 
just  wait  until  the  fourth  year,  when  the 
business  cycle  bottoms,  and  buy  what- 
ever seems  attractive  at  the  time,  what- 
ever I  think  will  have  the  biggest  bounce. 

"Coming  off  the  bottom,  lots  of  things 
will  double  or  triple  before  the  next  peak 
in  the  cycle,  two  or  three  years  later.  You 
never  know  what  they'll  be." 

And  doesn't  he  prefer  one  type  of  mer- 
chandise to  another — the  great  long- 
term  growth  companies  rather  than  cy- 
clical ones  or  those  with  little  growth? 

"No,  anything  has  its  price.  For  in- 
stance, the  last  time  around  U.S.  Steel 
got  down  to  9  on  the  present  stock.  I 
don't  like  U.S.  Steel  very  much,  but  at  9 
it  certainly  is  a  gift.  And  what  did  it  do 
then?  It  tripled." 

But  still,  if  you're  a  long-term  investor 
worried  about  capital  gains  taxes,  you 
would  want  to  buy  a  stock  that  you 
might  not  have  to  sell  and  pay  taxes  on 
for  years — one  that  you  could  hold  for  a 
very  long  term.  Would  U.S.  Steel  be  a 
good  one  in  that  situation? 
'  "No,  no.  I  wouldn't  hold  U.S.  Steel  for 
the  long  haul. 

"And  another  point:  an  astute  investor 
doesn't  try  to  fight  the  market.  In  the 
third  year  of  the  cycle,  with  the  Dow 
Jones  near  its  peak,  you're  in  a  very  dif- 
ferent position  from  where  you  are  com- 
ing off  the  bottom." 

Larry  Tisch  doesn't  just  buy  stocks;  he 
also  buys  whole  companies.  Using 
Loews  as  a  base  (he  and  his  brother  Bob 
control  about  40%),  he  acquired  Loril- 
lard,  the  fifth-largest  American  cigarette 
company  (producers  of  Kent,  Newport 
and  True),  as  well  as  control  of  CNA 
Financial  Corp.,  which  is  in  casualty  in- 
surance  (Continental  Casualty)  and  life 

*  Most  of  this  article  is  taken  from  a  forthcoming  hcx>k  by 
Mr.  Train  entitled  The  Money  Masters  to  lie  puhlislxd 
next  fall  by  Harper  &  Row 
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insurance  (Continental  Assurance). 
Loews  also  has  a  25%  interest  in  Wheel- 
ing-Pittsburgh Steel.  Without  CNA  it  has 
about  $1.5  billion  in  revenues,  and  with 
it,  over  $4  billion,  up  from  $100-odd  mil- 
lion in  12  years.  Earnings  per  share  have 
risen  over  ten  times  in  that  period. 

As  a  businessman,  what  qualities  does 
he  look  for  in  a  company  that  he  wants 
to  buy  for  Loews,  its  stock  portfolio  or  as 
a  private  investor? 

"The  one  thing  I  look  for  most  is  free 
cash  flow  after  all  capital  expenditures. 
Profits  that  have  to  be  reinvested  in 
more  capital  outlays  may  not  really  be 
profits  at  all. 

"Most  of  the  time  you  should  expense 
capital  outlays  in  the  year  they  are  in- 
curred, not  capitalize  them  and  add  them 
to  the  balance  sheet.  More  and  more,  a 
big  company  has  to  go  on  spending  mon- 


"Systems  are  fine,  if  you  have 
the  discipline  to  stick  to 
them,"  Tisch  says.  "Most  peo- 
ple don't,  so  they  have  the 
worst  of  both  worlds.  I  have 
no  system.  I'm  a  pragmatist,  I 
just  wait  until  the  cycle  bot- 
toms and  buy  what  I  think 
will  have  the  biggest  bounce." 


ey  just  to  maintain  its  existing  earnings 
stream.  Isn't  that  really  an  expense,  rath- 
er than  something  that  should  be  consid- 
ered as  a  true  increase  in  value?" 

Does  it  follow  that  a  great  many 
American  companies  are  unattractive, 
since  they  are  precisely  reinvesting  their 
cash  just  to  maintain  their  earnings  and 
dividends? 

"They  certainly  are.  In  what  we  call 
'smokestack  America'  there  often  isn't 
any  accumulated  free  cash  after  capital 
outlays.  The  companies  in  many  cases 
aren't  really  making  money." 

I  mentioned  that  in  England  a  parlia- 
mentary commission  had  decided  that 
after  honest  depreciation — taking  ac- 
count of  inflation — U.K.  industry  as  a 
whole  was  not  in  fact  making  money, 
and  that  the  U.K.  corporate  tax  rate  was 
not  therefore  52%  but  infinity. 

"Absolutely,"  said  Tisch. 

In  light  of  all  this,  if  we  had  to  select  a 
portfolio  of  stocks  to  be  held  for  20  years 
for  a  child,  for  instance,  what  stocks 
could  he  think  of  that  would  be  more 
attractive  than  bonds,  considering  that 
after  taxes  and  inflation  there  is  no  true 
return  on  bonds? 

That  was  a  tough  one. 

"Well,  I  suppose  you  would  have  to 
have  one  of  the  great  insurance  compa- 
nies: Aetna,  The  Travelers  or  Chubb. 
They  are  all  selling  at  four  or  six  times 
earnings  and  nobody  wants  them.  And 
they're  good  value,  although  in  the  insur- 
ance down-cycle  that  is  just  starting  we 


may  see  lower  earnings. 

"Then  I  suppose  one  of  the  great  forest 
companies,  such  as  Weyerhaeuser,  Inter- 
national Paper  or  Crown  Zellerbach, 
with  an  endlessly  renewable  tree  crop. 
They  ought  to  be  able  to  beat  inflation. 

"Some  of  the  large  oil  companies,  at 
low  multiples  and  with  yields  approach- 
ing or  at  8%,  seem  to  have  discounted 
the  risks  of  the  next  few  years:  Mobil, 
Exxon,  Texaco,  Gulf.  ..."  He  knew  the 
yield  of  each  at  current  market,  an  im- 
pressive demonstration  from  a  company 
president  with  a  few  other  things  to  do. 

High  technology  stocks?  The  newspa- 
per chains? 

"I  don't  have  an  opinion  on  them. 

"Most  industries  I  don't  understand, 
but  one  that  I  do  follow  is  the  depart- 
ment stores.  I  suppose  Federated  would 
be  a  good  one  for  your  20-year  list.  They 
have  fine  management  and  they  know 
what  they're  doing,  though  of  course 
they  could  have  the  normal  problem  of 
doing  business  in  the  downtown  areas  of 
the  big  cities.  Retailing  is  a  very  tough 
business  in  any  event." 

I  asked  him  what  he  thought  of  land  as 
an  investment. 

"Well,  you  know,  there's  a  big  problem 
now  that  you  didn't  have  in  the  past:  the 
environmentalists  and  ecologists.  You 
no  longer  know  if  you  can  actually  use 
the  land  once  you've  bought  it,  so  it's  a 
new  ball  game." 

I  asked  him  how  his  pension  funds 
were  actually  invested  at  the  moment. 
"Well,  right  now  I  think  that  we're  late 
in  the  business  cycle,  and  so  our  pension 
funds  are  primarily  in  bonds  and  short- 
term  money-market  instruments. 

"It's  a  funny  thing,  there  are  lots  of 
bonds  of  perfectly  good  companies  yield- 
ing 10'/2%  to  11%  today.  Many  investors 
throw  up  their  hands  in  horror  if  you  talk 
about  buying  a  BBB  bond,  and  yet  they're 
perfectly  happy  to  go  out  and  buy  an 
unrated  stock." 

I  asked  him  how  a  rich  individual's 
portfolio  should  be  positioned. 

"He  can  get  7%  tax  free,  and  if  he  lives 
in  New  York  he'd  pay  about  a  35%  cap- 
ital gains  tax  on  the  growth  in  value  of  a 
stock.  I'd  say  that  today,  late  in  the  cycle, 
he's  at  least  as  well  off  in  a  good  munici- 
pal, and  certainly  safer." 

I  observed  that  since  a  municipal's  7% 
yield,  even  tax  free,  was  no  better  than 
inflation,  in  real  terms  an  investor  in 
municipals  was  not  even  holdinghis  own. 

"Yes,  I  know  that,"  he  replied.  "But  in 
real  terms  most  investors  don't  make 
money  in  the  stock  market  either." 

In  Loews'  own  portfolio  he  goes  from 
as  high  as  $400  million  in  stocks  down  to 
as  low  as  $100  million.  Today  he's  near 
the  lower  end  of  that  range. 

I  asked  him  what  he  thought  were  the 
biggest  mistakes  of  corporate  managers, 
mistakes  that  made  their  stocks  unat- 
tractive to  an  outside  investor. 


The  Money  Men 


•  "The  biggest  problem  is  ego,"  h» 
said,  firmly.  "A  great  many  managers  an 
basically  on  an  obsessive  ego  trip.  Th< 
manager  wants  the  company  to  grow  am 
grow  even  if  it  isn't  making  any  mon 
money  as  a  result.  He  wants  a  bigge 
plane  and  a  bigger  office.  That  may  no 
be  at  all  what's  best  for  his  shareholders 

•  "The  second  biggest  problem  is  ; 
manager  who  surrounds  himself  wit! 
yes-men. 

•  "The  third  biggest  is  a  variation  o 
the  second:  the  manager  who  isolate: 
himself. 

•  "Another  big  problem  in  compame: 
is  that  mediocre  people  eventually  get  tc 
the  top  .  .  .  the  guy  who  waits  the  long 
est  becomes  the  boss." 

The  "Peter  Principle,"  I  observed. 

"That's  it.  The  guy  who  keeps  his  nos< 
clean,  who  went  to  the  right  schools 
who  has  the  attractive  wife." 

The  attractive  wife? 

"Yes.  It's  much  more  important  lr 
business  today  than  most  people  realize 
The  right  wife  can  be  a  big  help.  There's 
a  great  deal  of  after-hours  socializing  ir 
these  executive  groups,  and  the  righi 
wife  gets  friendly  with  the  other  righi 
wives  and  helps  her  husband  along.  Bui 
he  may  not  be  the  best  man  for  the  job  at 
all,  so  the  wife's  work  may  be  bad  for  the 
company  although  good  for  her  husband. 

•  "Another  problem  is  that  so  man) 
numbers  come  off  the  computers  thai 
often  the  manager  doesn't  know  how  tc 
handle  them  all:  He  gets  swamped." 

I  said  these  were  all  human  problems 
rather  than  problems  of  technology. 

"You  can  usually  correct  business 
problems,"  Tisch  said.  "The  humar 
problems  are  the  ones  that  are  harder  to 
correct." 

Basically,  Tisch  doesn't  have  much  en- 
thusiasm for  the  market  right  now.  He  is 
concerned  about  the  economic  outlook 
He  believes  we  are  very  close  to  a  reces- 
sion, and  as  a  result  is  ultracautious.  His 
portfolio  is  conservatively  invested. 

The  recession,  he  thinks,  could  bt 
more  painful  than  most  economists  are 
prepared  to  discuss.  "There  are  too  many 
people  talking  a  soft  landing.  I  don't 
think  we  can  have  expanded  the  credit 
system  the  way  we  have  in  the  last  cou- 
ple of  years  and  get  away  with  a  soft 
landing, ""he  says. 

Are  there  any  stocks  that  might  hold 
up  if  the  market  in  general  went  down? 
"I  don't  know.  It  doesn't  pay  to  look  for  a 
needle  in  the  haystack." 

Many  low-multiple  stocks  look  attrac- 
tively priced,  but  if  a  stock  falls  from  five 
times  earnings  to  four  times,  you  have 
lost  20%  of  your  money.  The  key  ques- 
tion, of  course,  is  how  seriously  earnings 
might  be  hurt  in  a  deep  recession. 
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BARCLAYS  BANK  HELPS 
NINA  RICCI  BRING 
THE  FRENCH  STYLE  TO  JAPAN 


Barclays  Bank  International  has 
a  long  tradition  of  special  and 
personal  service  to  entrepreneurial 
family  businesses  such  as  Parfums 
Nina  Ricci  of  Paris. 

We  help  them  expand  their 
business  internationally,  whilst 
understanding  and  respecting  their 
individuality. 

Within  the  twenty  years  that 
Nina  Ricci  have  banked  with 
Barclays  in  Paris,  they  have  become 
a  world  leader  in  perfumes. 
Throughout,  they  have  maintained 


their  character  as  a  family  business. 
They  have  also  retained  their 
freedom  of  action . . .  and  their 
Frenchness . . .  and  their  style. 

Today,  Nina  Ricci  have  success- 
fully introduced  their  world-famous 
fragrances  into  fashion  conscious 
Japan,  and  into  the  United  States 
and  Australia. 

We  can  help  your  company  in  all 
these  countries  because  we  have 
our  own  people  and  our  own 
branches  worldwide  where  they  are 
needed  for  international  business. 


We  can  help  in  Paris,  Tokyo, 
New  York  and  Sydney.  In  Buenos 
Aires  and  Frankfurt.  And  in  Toronto, 
Sao  Paulo  and  Dubai... 

The  Barclays  International 
group  is  in  more  than  75  countries. 
In  all  five  continents. 

We  help  most  of  the  world's 
successful  international  companies. 
Somewhere  there  is  a  market  where 
we  can  help  you. 


BARCLAYS 

International 


Over  90  Barclays  offices  in  North  America.  Corporate  enquiries  will  be  welcomed  by: 

Vice  President,  Corporate  Business  Development,  Barclays  Bank  International,  200  Park  Avenue,  New  York,  NY  10017.  Telephone  (212)  687  8030. 
Senior  Vice  President,  International  Banking,  Barclays  Bank  of  California,  111  Pine  Street,  San  Francisco,  California  94111.  Telephone  (415)  981 8090. 
Vice  President,  International  Banking,  Barclays  Bank  of  California,  2971  Wilshire  Boulevard,  Los  Angeles,  California  90005.  Telephone  (213)  385  1501. 
Barclays  Canada  Limited,  Suite  3505,  Commerce  Court  West,  Toronto,  Ontario  M5L  1G2.  Telephone  (416)  862  0594. 


"If  Aetna's  earnings  declined  so  that  at 
today's  price  the  multiple  went  from  4.3 
to  5,  there  wouldn't  be  any  problem.  But 
what  if  the  earnings  declined  so  far  that 
it  was  selling  at  10  times  earnings? 
That's  happened  in  the  past."  Tisch  is 
not  predicting  that  sort  of  decline,  but 
neither  can  he  say  it's  impossible. 

One  of  his  major  concerns  is  what 
inflation  is  doing  to  corporate  earnings. 
One  could  make  the  argument  that  most 
earnings  are  very  much  overstated. 

A  serious  problem  will  arise  in  the 


forthcoming  recession:  Government  is 
not  really  intent  on  bringing  the  inflation 
rate  down  sharply.  "The  government  is 
talking  about  reducing  it  gradually,  over  a 
seven-to-eight-year  period.  That  means 
that  the  recession  might  not  break  infla- 
tionary psychology,  which  might  bring 
about  an  extended  period  of  stagflation." 

Asked  if  foreign  investors  might  not 
reenter  the  market  if  they  saw  the  dollar 
strengthening,  Tisch  replied,  "Why 
should  the  dollar  strengthen?  With  the 
new  price  of  oil,  our  balance  of  payments 
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should  start  deteriorating  again.  Th» 
next  big  question:  How  big  will  the  fed 
eral  deficit  be  when  the  recessior 
comes?  Would  we  get  back  to  a  $60-to 
$70  billion  deficit? 

"The  combination  of  a  big  deficit  anc 
a  worsening  balance  of  payments  couk 
be  hard  on  the  dollar.  That's  what  w< 
could  be  looking  at  in  1980."  ■ 


Why  three  of  California's  smartest  stock  pick- 
ers think  U.S.  stocks  are  a  steal  today . . . 


By  Nick  Galluccio 


and  the  other  side 


Capital  Group's  James  D.  Fullerton 

A  holdover from  a  vanishing  breed  of  stock  pickers. 


Jim  Fullerton  is  as  bullish  as  Larry  Tisch 
is  bearish.  The  trim,  mustachioed  62 
year-old  chairman  of  Los  Angeles'  Cap 
ital  Group  says:  "The  small  investor  is 
still  very  nervous  about  the  market  be 
cause  he  tends  to  establish  his  invest 
ment  posture  by  looking  into  the  rear 
view  mirror.  He's  been  getting  out  of  the 
market  at  the  very  time  when  there  are 
bargains  everywhere." 

Of  course,  Tisch  and  Fullerton  are 
looking  at  things  from  quite  different 
vantage  points.  Tisch  sits  in  Manhattan, 
the  gloom  capital  of  the  U.S.,  Fullerton  in 
sunny  Los  Angeles,  where  everything  is 
possible — or  seems  so.  Tisch  thinks  like 
a  businessman  and  he  can't  see  business 
heading  anywhere  but  down.  Fullerton 
and  his  associates,  by  contrast,  are  stock 
pickers — and  top-notch  ones;  they  think 
that  at  current  prices  stocks  have  dis- 
counted just  about  everything  short  of 
World  War  HI.  Says  Fullerton:  "People 
who  say  common  stocks  aren't  a  goo 
hedge  against  inflation  don't  know  what 
they  are  talking  about." 

Fullerton  clearly  knows  what  he  isi 
talking  about.  In  a  highly  competitive 
industry  his  Capital  Group  has  been 
growing  beautifully.  Its  three  oldest 
funds,  for  example — The  Investment  Co. 
of  America,  Washington  Mutual  Inves- 
tors Fund  and  American  Mutual  Fund — 
have  outperformed  the  averages  consis- 
tently since  1956.  In  the  past  decade, 
when  both  the  Dow  Jones  industrials  and 
Standard  &  Poor's  500  have  performed 
dismally,  these  funds  have  shown  im- 
pressive gains.  So  have  Capital  Group's 
other  ten  funds.  The  organization  has 
grown  from  $3.5  billion  in  assets  under 
management  (counting  trust  funds)  in 
1973  to  nearly  $8  billion  today. 

Of  the  Capital  Group  funds  none  has 
had  better  performance  than  the  $270 
million  (assets)  New  Perspective  open- 
end  fund.  Since  its  inception  six  years 
ago,  NP  has  had  a  cumulative  return  with 
dividends  reinvested  of  87%,  compared 
with  16%  for  the  Standard  &  Poor's  500, 
and  19%  for  the  Dow  Jones  industrials. 
Its  return  for  1978  was  23%,  compared 
with  a  respective  6.5%  and  2.8%  for  the 
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IT  IS  NOW  IMPERATIVE  THAT 
AMERICAN  BUSINESS  FIND 
A  MORE  STIMULATING  WAY  TO 
COMMUNICATE  WITH  ITSELF 


Every  day,  American  business  spews  forth 
a  virtually  endless  stream  of  inter-office  memos, 
conference  reports,  training  manuals,  brochures, 
telexes,  phone  calls,  slide  shows,  letters,  tele- 
grams, direct  mail  pieces,  annual  reports,  press 
releases  and  newsletters. 

The  average  employee  is  deluged  with 
communication. 

And  there  is  no  way  of  telling  how  much 
of  it  is  either  ignored,  forgotten,  misplaced  or 
summarily  disposed  of. 

In  short,  American  business  is  in  the 
throes  of  a  vast  and  complex  communication 
crisis. 

A  problem  that  today-in  an  age  of  short- 
ened attention  spans  and  heightened  communi- 
cations costs-cries  out  for  an  efficient  and  imag- 
inative solution. 

Fortunately,  we  at  Sony  have  spent  the 
better  part  of  two  decades  preparing  and  perfect- 
ing just  such  a  solution. 

It's  an  approach  that  transcends  the  paper 
avalanche,  and  actually  manages  to  communi- 
cate in  a  riveting,  arresting,  persuasive  manner. 

We  call  it  the  Sony  Video  Communications 
System.  And  we  believe  it  will  have  as  significant 
an  impact  on  American  business—  both  large  and 
small-in  the  80's  as  the  computer  had  in  the  70's. 
VIDEO  COMMUNICATIONS:  NO  LONGER 
THE  REALM  OF  SCIENCE  FICTION. 

For  almost  as  long  as  television  has  exist- 
ed, scientists,  dreamers,  and  corporate  soothsay- 
ers have  speculated  about  the  day-far  in  the 


future— when  television  would  be  used  as  a 
tical  business  tool. 
Today  that  dream  is  indeed  a  reality. 

Large  multi-national  corporations 
(as  well  as  smaller  domestic  compa- 
have  found  TV  to  be  the 
most  efficient  means  of  com- 
municating with  widely  dis- 
persed employees. 

nsurance  companies, 
fast  food  chains 
and  major  manufac- 
turers—recognizing 
that  people  can 
earn  from  television 
in  l/6th  their  normal 
time— have  saved  un- 
told amounts  by  put- 
ting employee  training 
programs  on  tape. 
Traveling  salesmen, 
retail  stores,  and 
hundreds  of  other 
businesses  have  discov- 
ered video  tape  is  per- 
fect for  demonstrating  unwieldy  products; 
it's  allowed  business  to  reduce  sample  inven- 
tories and  cut  travel  costs. 

Even  doctors  and  lawyers  have  found 
ways  to  utilize  the  medium  to  their  advantage. 

Often  for  less  money— and  always  with 
significantly  more  impact-than  any  other  audio/ 
visual  medium. 

At  Sony,  we  offer  not  merely  the  equipment, 
but  also  the  practical  experience  to  tailor  a  video 
communications  system  to  fit  both  your  needs 
and  your  budget,  forever  keeping  the  great  arbiter 
of  all  business  innovations  in  mind:  your  profits. 
AN  INTEGRATED  SYSTEM  VERSUS 
THE  PIECEMEAL  APPROACH. 
While  there  are  any  number  of  companies 
that  build  cameras  or  tape  players,  even  the  most 
advanced  video  equipment  can  become  a  morass 
of  electronic  junk  unless  it's  put  together  in  a 
coherent,  sensible  manner. 

At  Sony,  before  we  talk  about  a  single  mega- 
hertz, we  analyze  your  communications  needs. 
We  meet  with  your  people. 
Look  at  your  goals. 
Study  your  logistics  and  budget. 
And  then-and  only  then-drawing  upon 
our  experience  with  literally  hundreds  of  other 
companies,  do  we  feel  qualified  to  recommend  a 
comprehensive  video  communications  system. 

Admittedly,  our  capabilities  allow  us  to 
offer  you  anything  from  the  simplest  black  and 
white  video  recorder  to  something  approaching 
the  CBS  Television  Network  in  size. 

But  being  the  only  communications  com- 
pany in  the  world  to  produce  the  full  range  of 


video  equipment,  including  video  cassette 
players  and  recorders,  cameras,  monitors,  editing 
units— even  the  video  tape  itself —offers  several 
distinct  advantages  to  the  video  neophyte. 

There  is  only  one  company  to  deal  with. 

Only  one  service  organization  to  call. 

There  is  no  need  to  worry  that  one  piece  of 
equipment  is  incompatible  with  another. 

Or  totally  obsolete. 
HARNESS  THE  GENIUS  OF  THE  WORLD'S 
PREMIER  VIDEO 
MANUFACTURER  FOR  YOURSELF. 

Over  the  years,  the  name  Sony  has 
become  synonymous  with  electronic  innovation 
and  quality. 

In  1955,  Sony  marketed  the  world's  first 
transistor  radio. 

In  the  60s  we  introduced  the  miniature 
television  set. 

Sony  Trinitron  color  television  sets  have 
often  been  heralded  as  the  world's  best. 

The  Sony  Betamax  is  so  innovative  that 
several  of  our  competitors  are  using  our  patents. 

And  today,  our  video  communications  sys- 
tems are  being  used  by  over  800  different  sized 
corporations,  a  handful  of  whom  are  listed  below. 


Trn  nsnortatwn 
ChrysW? 

Clark  Equipment 

Datsun 

Fiat 

Ford 

F  ruehauf 
Goodyear  Tire 

Energy 

Atlantic  Richfield 

Exzvn 

Getty 

GulfOil 

Mobil 

Finance 

Arthur  Andersen 
Arthur  Young 
Dean  Witter 

Reynolds 
Merrill  Lynch 

Manufacturing 
Atlis  Chalmers 
American  Can 
Bendti 
Caterpillar 
General  Electric 
Hewlett  Packard 
Maytag 

Owens  Corning 


Rockwell  Inn, 
U.S.  Steel 
West  inghouse 

Retailing 
BUnmingdalt* 
GarfmkeVs 
J  C.  Penney 
Lord  &  Thyuir 
Macu's 

Marshall  Field 

&Co. 
Sears 

Hanking 

Chase  Manhattan 

Bank 
Chemical  Bank 
Citiliank 

Computers 

Hurnuiyhs 

Honeywell 

IBM 

NCR 

SCM 

Sperry  UNIVAC 
Xerttj 

Fond 
Big  Boy 
Coca-Cola 


General  Mills 
Rmtye's  Famous 
Fried  Chicken 
Procter  and  Gamble 
Sambo's 
Winn-Dixie 

Trairl 

American  Airlines 
Eastern  Airlines 
Hughes  A  irwest 
Southern  Railways 
United  Airlines 

rtiiitus 

ATX-T 

Con  Edison 
General  Telephone 

&  Electric 
Western  Union 

Insurance 


Aetna 

Allstate 

Egu  itable 

Fireman's  Fund 

GEICO 

John  Hancock 

I^rudential 

State  Farm 

Travelers 


If  you'd  like  to  add  your  name  to  this  dis- 
tinguished list  of  clients,  please  call  1-800-821- 
2280,  ext.  313  (Missouri  1-800-892-5890,  ext.  313). 
Or  write  to  the  Sony  Information  Center, 
CN02450 Trenton,  New  Jersey  08650. 

The  uses  of  video  are  not  limited  by  the 
size  of  your  company. 

Only  the  scope  of  your  imagination. 

Sony.  Trinitron  and  Betamax  are  registered  trademark*  of  the  Sony  Corp 


S&P's  500  and  the  DJI.  And  this  year 
looks  good  too. 

New  Perspective,  Capital  Group's  cur- 
rent pride  and  joy,  is  run  by  Ion  B.  Love- 
lace, 52,  and  David  Fisher,  39.  They  prac- 
tice a  variation  of  the  John  Templeton 
approach  to  investing  (Forbes,  Nor.  27, 
1978).  They  look  for  values  all  over  the 
world,  not  restricting  themselves  to  the 
U.S.  market.  Right  now,  however,  their 
portfolio  is  heavily  concentrated  in  U.S. 
stocks.  Lovelace  and  Fisher  happen  to 
think — echoing  Fullerton — that  the  U.S. 


sponse  to  the  municipal  elections  in  the 
spring  of  1977  in  which  a  majority  of 
Socialist  and  Communist  candidates 
were  swept  into  office.  With  the  national 
election  less  than  a  year  away,  the  ques- 
tion was  whether  the  Right  or  Left  coali- 
tion was  going  to  win.  Obviously,  the 
market  would  remain  depressed  in  the 
event  the  Left  gained  power.  After  exten- 
sive reading  and  thinking  about  the 
mood  of  the  French  people,  Lovelace  and 
Fisher  felt  the  Right  might  win.  In  1977 
they  bought  heavily  stocks  like  Rhone- 
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Jon  Lovelace  (1.)  and  David  Fisher  of  Capital  Group 
Psychology  is  more  important  than  crunching  numbers. 


is  where  the  values  are  today.  "U.S. 
stocks  are  very  cheap  at  a  time  when 
corporate  earnings  in  many  cases  have 
reached  alltime  highs,"  says  the  distin- 
guished-looking Lovelace,  son  of  Capital 
Group's  founder,  Jonathan  B.  Lovelace. 

What  the  Capital  Group  boys  do  have 
in  common  with  the  aforementioned 
Larry  Tisch  is  that  they,  too,  are  essen- 
tially fundamentalists.  Not  for  them  the 
complicated  iargon  of  Modern  Portfolio 
Theory.  "We're  among  the  last  of  the 
stock  pickers,"  says  Lovelace.  "Most  of 
the  computer  screens  used  are  merely  a 
highly  quantified  attempt  to  boil  down 
investment  to  a  few  simple  measures." 
While  the  MPT  boys  let  the  number- 
crunching  machines  do  much  of  their 
work  for  them,  Lovelace  and  Fisher  pre- 
fer to  concentrate  on  things  that  can't  be 
quantified.  "We  start  at  the  other  end 
and  think  that  very  important  in  the 
investment  process  are  people  and  psy- 
chology," Lovelace  says. 

Nowhere  has  this  people-and-psychol- 
ogy  approach  played  a  bigger  part  than  in 
some  of  their  recent  foreign  investment 
decisions.  Take  the  case  of  the  French 
stock  market, which  plunged  25%  in  re- 


Poulenc  S.A.,  the  chemical  company,  TC- 
le'me'canique  Electnque,  S.A.,  electrical 
partsmaker,  and  Banque  de  Paris  et  des 
Pays-Bas,  the  holding  company  of  the 
Bank  of  Paris.  The  conservatives  took 
power,  touching  off  a  big  market  rally, 
and  since  then  those  stocks  have  almost 
doubled. 

Note  the  criterion  for  their  decision- 
making: their  own  judgment.  No  com- 
puter numbers  alone  could  have  predict- 
ed that  the  Right  would  win,  unless  you 
had  programmed  into  it  the  assumption 
that  Lovelace  and  Fisher  used — namely, 
that  the  Left  vote  was  merely  a  protest 
vote  and  that  the  French  people  re- 
mained fundamentally  bourgeois.  People 
and  psychology,  in  Lovelace's  words.  Not 
mere  numbers.  If  your  assumptions  are 
right  you  don't  need  the  computer. 

Playing  currency  swings  is  an  aspect  of 
the  international  game  at  which  Love- 
lace and  Fisher  excel.  A  major  factor  in 
last  year's  performance  was  the  40%  ap- 
preciation of  the  yen  relative  to  the  dol- 
lar— this  with  over  10%  of  NP's  assets 
invested  in  Japanese  stocks.  Their  heavy 
commitment  there  was  based  on  the 
feeling  that  Japan  would  continue  to 


show  a  favorable  balance  of  trade  relativ 
to  the  U.S.  and  Europe,  and  that  mflatioi 
would  subside  in  lapan.  Their  biggeg 
winner  was  Hitachi,  the  giant  electron 
ics  manufacturer,  which  last  year  waj 
NP's  largest  foreign  holding,  with  3  mil 
lion  shares.  Though  the  stock  apprecial 
ed  a  mere  9%,  the  rise  in  the  yen  booste 
that  yield  to  52%. 

Fisher  and  Lovelace  have  since  sold  ol 
about  40%  of  their  Hitachi.  They  ha 
their  Japanese  investment  down  to  4° 
of  the  fund's  assets  by  last  fall  prior  to  th 
yen's  slide.  NP's  Japanese  holdings  pres 
ently  include  Shiseido  Co.,  the  cosmetic 
company,  Mauri  Co.,  a  retailer,  and  Fuj 
Photo  Film  Co.  One  of  their  lapanesi 
stocks,  Mitsubishi  Heavy  Industrie 
Ltd.,  has  risen  since  November  from  121 
yen  to  its  recent  160  yen,  but  that  gain  n 
price  has  been  offset  considerably  by  th 
dollar's  most  recent  appreciation  versu 
the  yen.  So,  too,  with  Japan's  Pionee 
Electronic  Corp. 

Among  the  other  foreign  investment 
are  BHP,  a  leading  Australian  natura 
resources  producer,  the  Developmen 
Bank  of  Singapore,  Malayan  Bankinj 
Berhad  and  the  Hongkong  and  Shanghai 
Banking  Corp. 

But,  as  we  have  already  pointed  out 
the  U.S.  is  where  they  think  the  bargain 
are  now.  Lovelace  and  Fisher  have  rej 
duced  the  amount  of  NP's  assets  com' 
mitted  to  foreign  securities  from  25%  to 
less  than  20%  in  the  past  year.  The 
fund's  biggest  area  of  concentration— 
nearly  30% — is  in  U.S.  technology 
stocks  like  National  Semiconductor, 
NCR,  Raychem  Corp.,  Hewlett-Packard 
and  TRW  Inc.  The  hottest  prospect  id 
this  category  and  largest  single  holding 
in  the  fund  (with  about  S12  million  com" 
mitted  to  it)  is  Intel,  the  California-based 
microprocessor  and  electronics  manufac- 
turer whose  earnings  have  increased 
1,800%  over  the  last  six  years.  Lovelace 
and  Fisher  have  been  building  their  p'osi 
tion  in  Intel  since  1974,  and  have  paid  an 
average  price  of  35.  The  stock  recently 
sold  at  63,  and  despite  recent  gloomy 
short-term  advice  from  the  company 
they  expect  it  to  move  higher  still. 

Among  the  other  large  U.S.  holdings 
in  NP's  portfolio  are  Polaroid,  Med 
tronic,  Warner  Communications,  Alhs 
Chalmers,  Wheelabrator-Frye  and  New 
England  Nuclear.  What  about  the  reces- 
sion the  experts  are  predicting  that  has 
turned  Larry  Tisch  cold  on  stocks? 
Doesn't  that  worry  the  Capital  Group 
pundits?  Says  Fisher:  "Sure  we're  going 
to  have  a  recession  one  of  these  days — it 
has  been  one  of  the  most  widely  predict 
ed  in  history.  That's  why  the  stocks  of 
so  many  good  companies  are  as  low  as 
they  are."  ■ 
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HOW  THE  NEW  EATON  PROFITS  FROM  CHANGE 


Detroit  needs  a  billion  dollars  worth  of  miracle  chips  by  1981. 

And  that's  just  for  starters. 


We  profit  from 
change  in  truck 
components . . . 


The  wafer  on  the  hood  holds  up  to  300  chips. 
Each  chip  is  a  microcomputer.  A  computer 
that  will  change  the  way  you  drive.  The  first 
major  application  will  be  the  ignition  system 
of  you  rear. 

Computer  chips  will  also  direct  air 
and  fuel  mixtures,  govern  speed, 
signal  when  anti-freeze  is  low,  when  to 
change  oil.  They'll  shift  gears  and 
balance  suspension  when  you  corner. 
They'll  increase  performance  and 
save  gas. 

The  companies 
making  these  chips 
are  growing  fast.  So 
the  companies  that 


automated  stor- 
age and  retrieval 
systems . . . 


make  the  equipment  that  makes  the 
chips  have  to  grow  just  as  fast.  And 
we're  in  the  thick  of  that  growth  - 
through  our  Cutler-Hammer  group, 
a  leader  in  electronics  and  a  recent 
Eaton  acquisition. 

Our  base  is  broad  and  balanced. 
Our  sales  have  grown  to  an  annual 
rate  of  $3  billion.  Earnings  per  share 
have  increased  45%  during  the  last  five  years. 
And  with  our  growing  involvement  in  advanced 
technology  for  industry,  we  expect  to  profit 
from  change  even  more  in  the  years  ahead. 

For  the  complete  story  write:  Eaton 
Corporation,  World  Headquarters,  100  Erieview 
Plaza,  Cleveland,  Ohio  441 14. 


transmissions  for 
farm  equipment. 


In  less  than  a  minute, 
they'll  be  In  hot  water. 
With  help  from  Grumman. 


When  Mom  catches  sight  of  her  kids, 
it  will  be  into  the  washer  with  their 
clothes.  And  off  to  the  showers  with  them. 

They'll  all  be  in  economical  hot  water, 
thanks  to  the  sun  and  a  Grumman 
Sunstream™  solar  hot  water  system. 

Sunstream  traps  the  sun's  energy  in 
simple  roof-mounted  collectors  and  uses 
it  to  supplement  the  existing  hot  water 
system.  Best  of  all,  Sunstream  can  reduce 
an  average  family's  water  heating  bill  by 
as  much  as  50%. 

If  just  10%  of  homes  in  the  U.S.  were 
equipped  with  Sunstream  systems,  the 
annual  energy  savings  would  amount  to 
the  equivalent  of  400  million  gallons  of 
fuel  oil.  And  homeowners  now  enjoy  a 
30%  tax  rebate  for  faster  payback  than 
ever  before. 


Sunstream.  Developed  with  the 
reliability  that  goes  into  everything 
we  make. 

From  our  aerospace  systems,  such  as 
the  unsurpassed  F-14  Tomcat,  to  our 
diverse  product  lines.  Including  Pearson 
yachts,  our  comfortable,  reliable  Flxible 
870 H  transit  bus,  and  Dormavac,  a  new  way 
to  store  and  transport  perishable  com- 
modities without  freezing. 

We're  Grumman.  We're  technology, 
performance  and  reliability.  Grumman 
Corporation,  Dept.  GCP,  Bethpage, 
New  York  11714. 

GRUMMAN 


The  reliable  source 


nies 
Can 
fore 
mor 
vea: 
cap: 

;13.! 

Hei 
Cu 
loll 
G 

Her, 
torn 


Hu- 


\In  the  food  business,  it's  Heinz  for  ketchup, 
wOampbell  for  soup;  Heinz  for  growth,  Camp- 
pell  for  profitability;  Heinz  for  push,  Campbell 
for  caution.  So,  who's  ahead? 


Win  some, 
lose  some 


By  Paul  Gibson 


E  MAY  NEVER  KNOW  what 

ark  secrets  Campbell  Soup 
o.  and  H.J.  Heinz  Co. 
earned  about  each  other  now 
hat  they  have  decided  to  set- 
le  their  bitter  legal  battle  out 
f  court.  For  any  serious  stu- 
ent  of  business,  that's  a 
hame.  These  two  giant  food 
roducers  are  almost  look- 
likes,  but  it's  their  differ- 
nces  that  intrigue  outsiders. 
For  as  long  as  anyone  can 
emember  both  have  been 
ousehold  names — each  one 
ates  back  to  1869.  Both  gar- 
er  huge  sales  worldwide — 
2.2  billion  expected  for 
ampbell  in  fiscal  1979  vs. 
2.4  billion  for  Heinz.  Both 
re  largely  family  owned — 
he  Pittsburgh  Heinzes  own 
9%,  the  Philadelphia  Dor- 
ances  about  30%. 

But  why  is  Campbell  so 
much  more  profitable  than 
Heinz?  Among  food  compa- 
nies with  broad  product  lines 
Campbell  ranks  well  to  the 
:ore  in  its  ability  to  make 
money.  For  example,  its  five- 
year  average  return  on  total 
capital  was  an  impressive 
13.9%,  comfortably  ahead  of 
Heinz'  11.3%  (Forbes, /<m  8),  and  where 
Campbell  nets  over  6  cents  on  the  sales 
dollar,  Heinz  makes  only  4Vz  cents. 

Growth,  however,  is  another  matter. 
Here  Heinz  is  the  hare,  Campbell  the 
tortoise.  For  years  Campbell  was  the 
;larger  and,  as  recently  as  a  decade  ago, 
ampbell  was  making  $2  in  net  profit  for 
each  $1  by  Heinz.  But  in  1971  Heinz 
took  the  lead  in  volume  and  is  fast  nar- 
rowing the  gap  in  earnings.  This  year 
^ieinz  probably  will  earn  $111  million 
after  taxes,  almost  within  sight  of  Camp- 
Dell's  expected  $135  million. 


Why  these  differences? 

Answers  to  this  question  plus  some 
clues  to  the  inner  workings  of  these  two 
tight-mouthed  firms  appeared  to  be  in 
the  offing  when  Heinz  launched  the  spic- 
iest legal  fight  in  years  in  the  stodgy  food 
industry.  In  late  1976  Heinz  called  in  the 
lawyers  and  charged  that  what  it  called 
Campbell's  "predatory  pricing  and  unfair 
marketing  practices"  had  driven  it  out  of 
the  brand-name  soup  business.  Campbell 
owns  80%  or  more  of  the  $  1  billion  or  so 
wet-soup  market,  while  Heinz  has  been 
reduced  to  making  soups  under  private 


labels  for  the  supermarket  chains.  Quick- 
ly, Campbell  countered  by  alleging  that 
Heinz  was  the  real  monopolist  with  its 
stranglehold  on  ketchup.  Heinz  owns 
40%  of  that  market. 

What  particularly  shocked  outsiders 
was  that  such  venerable  corporations 
would  stoop  to  tipping  off  government 
agencies  about  each  other's  advertising 
practices  and  cooking  habits.  Remember 
how  Campbell  got  caught  putting  glass 
marbles  into  its  vegetable  soups  to  make 
them  appear  more  appetizing  in  its  TV 
commercials?  And  remember  how  the 
Food  &  Drug  Administration  raided  a 
Heinz  factory  because  its  ketchup  con- 
tained excessive  mold  and  rot? 

How  juicy  it  all  sounded.  For  three 
years  Campbell  and  Heinz  interrogated 
each  other's  senior  executives  and  rum- 
maged through  their  files  searching  for 
more  damaging  evidence. 
The  case  was  set  for  trial  this 
September  with  Heinz  de- 
manding $315  million  in 
damages  and  Campbell  seek- 
ing $48  million. 

Then  splat.  Like  an  over- 
ripe tomato  falling  off  a  su- 
permarket shelf,  the  feuding 
abruptly  stopped.  Last 
month  Campbell  and  Heinz 
announced  they  had  settled 
their  differences  without  a 
trial  and  with  each  paying  its 
own  legal  fees,  which  by  now 
must  run  into  the  millions. 
About  payments  for  dam- 
ages, not  a  word. 

Who  won?  Who  lost? 
Stockholders  of  both  compa- 
nies, the  theoretical  "own- 
ers," may  never  know  the 
answer.  As  part  of  the  settle- 
ment both  firms  agreed  not 
to  discuss  the  case  publicly. 
"This  is  so  taboo,"  says  a 
Campbell  man,  "that  it  isn't 
even  mentioned  during  the 
coffee  breaks  at  Camden 
[Campbell's  New  Jersey 
headquarters]." 

Two  possible  reasons  for 
the  unexpected  truce:  1 )  Both 
firms  may  have  concluded 
belatedly  that  letting  out 
trade  secrets  benefits  the 
FTC  more  than  it  damages  the  competi- 
tion; 2)  Heinz  now  has  its  hands  full  with 
an  investigation  into  how  it  reports  earn- 
ings. The  audit  committee  of  Heinz' 
board  of  directors  is  probing  whether  cer- 
tain subsidiaries  accelerate  or  delay  re- 
porting expenses  and  customer  charges 
from  one  year  to  the  next  so  they  can 
show  earnings  rising  steadily.  There's 
talk  in  Pittsburgh  that  auditor  Peat,  Mar- 
wick,  Mitchell  &  Co.  is  even  considering 
qualifying  this  year's  accounts.  "Pro- 
grammed" earnings  are  not  uncommon 
in  the  food  business  and  neither  side 
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may  want  to  have  its  figures  publicly 
dissected  in  court. 

Whatever  the  reasons,  the  Campbell- 
Heinz  feud  is  now  sealed  tighter  than  a 
soup  can.  Any  documents  that  might 
reveal  how  they  established  and  then 
maintained  their  respective  "monopo- 
lies" are  locked  from  public  sight,  by 
order  of  a  Pittsburgh  federal  district 
judge.  Both  parties  clearly  had  seen 
enough  of  the  other's  practices  to  con- 
clude that  neither  would  win  in  a  spit- 
ting contest.  Alas  for  business  writers 
eager  for  a  bit  of  gossip!  Alas,  too,  for 
security  analysts  looking  for  clues  as  to 
why  these  two  disparate  competitors  be- 
have the  way  they  do.  For  the  latter, 
however,  all  is  not  lost. 

Part  of  the  reason  for  these  differ- 
ences in  performance  can  be  traced 
to  events  that  occurred  in  the  mid- 
1960s.  Then  Heinz  was  a  slow  mover, 
heavily  dependent  upon  its  international 
subsidiaries,  particularly  its  British  off- 
shoot, for  what  growth  it  did  get.  Its 
chairman  then — as  now — was  Henry  J. 
(Jack)  Heinz  n,  who  regarded  himself 
more  a  connoisseur  of  art  and  civic  lead- 
er than  a  business  manager.  Savvy  Jack 
Heinz  stepped  aside  in  fiscal  1966  and  let 
outsiders  run  his  company.  The  results 
are  impressive. 

Today  Heinz  has  expanded  far  beyond 
its  traditionally  strong  base  of  ketchup 
and  pickles.  In  canned  tuna,  its  Star-Kist 
label  is  edging  out  Ralston  Purina's 
Chicken  of  the  Sea  brand  for  the  top 
spot.  In  branded  frozen  potato  products, 
Heinz  comfortably  outsells  the  competi- 
tion under  its  own  label  and  through  its 
Ore-Ida  Foods  subsidiary,  acquired  in 
1965.  Just  last  year  Heinz  paid  $121  mil- 
lion to  acquire  Weight  Watchers  Interna- 
tional, the  franchised  chain  of  weight- 
control  classes  plus  New  York-based 
Foodways  National,  the  principal  U.S. 
manufacturer  of  Weight  Watchers'  food 
products. 

What's  more,  Heinz  is  no  longer  overly 
dependent  on  its  international  subsidiar- 
ies for  profits  and  consequently  doesn't 
need  to  worry  quite  so  much  about  the 
vagaries  of  currency  swings.  This  year 
Heinz  U.S.A.  probably  will  supply  two- 
thirds  of  total  profits  versus  only  a  third 
or  so  a  decade  ago. 

The  main  architect  for  this  sharp  turn- 
around is  Vice  Chairman  R.  Burt  Goo- 
kin,  a  finance  man.  This  summer  Goo- 
kin,  now  nearing  65,  will  turn  over  the 
reins  to  his  hand-picked  successor,  An- 
thony J.  F.  O'Reilly,  the  colorful  former 
international  rugby  star,  who  has  been 
Heinz'  president  since  1973.  Only  43  and 
a  lawyer  by  training,  O'Reilly  achieved 
his  rapid  rise  largely  in  marketing,  first 
by  running  the  Dairy  Board  in  his  native 
Eire  and  then  at  Heinz  U.K. 

Now  consider  Campbell  Soup.  Among 
its  top  two  dozen  managers  Campbell 
doesn't  list  a  single  marketing  man,  ac- 


cording to  its  latest  annual  report.  Virtual- 
ly all  are  production  engineers.  But  that's 
to  be  expected.  Campbell  is  still  run  large- 
ly in  the  manner  set  down  by  the  late  John 
Thompson  Dorrance,  the  brilliant  chem- 
ist from  M.I.T  who  in  the  late  1890s 
created  a  revolution  in  American  kitch- 
ens by  inventing  condensed  soups  for 
Campbell,  which  until  then  had  been 
known  for  jam's  and  jellies.  When  he  died 
in  1930  after  running  the  company  for  16 
years,  Dorrance  left  an  estate  of  over  $  1 1 5 
million,  third-largest  up  to  that  time,  and 
a  company  devoted  to  engineering,  deep- 
ly committed  to  supplying  value — in  diffi- 
cult times  it  would  rather  shave  margins 
than  lower  quality  or  raise  prices — and 
obsessed  with  secrecy. 

Dorrance's  heir  is  the  59-year-old, 
thrice-married  John  T.  Dorrance  Jr.,  who 
has  been  Campbell's  chairman  since 
1962.  Dorrance  never  grants  interviews, 
refuses  to  be  photographed  and  is  known 
as  a  recluse  even  to  Main  Line  Philadel- 
phia society.  Officially  Dorrance  has  no 
executive  title,  but  few  if  any  important 
decisions  are  made  at  Campbell  without 
his  approval.  Campbell's  president  and 
chief  executive  is  Harold  A.  Shaub,  who 
joined  the  company  in  1942,  after  Drexel 
University,  and  methodically  worked  his 
way  via  production  to  the  top  in  1972.  A 
beefy  man  with  piercing  brown  eyes, 
Shaub,  63,  has  a  well-deserved  reputation 
as  an  enforcer  of  efficiency.  On  occasion, 
during  unannounced  inspection  tours,  he 
has  shut  down  a  complete  plant  that 
didn't  measure  up  to  his  tough  standards. 

Each  workday,  Campbell's  senior  ex- 
ecutives parade  into  the  kitchens  at 
Camden  to  sample  an  array  of  the  com- 
pany's 600  or  so  products  picked  at  ran- 
dom. Woe  to  any  plant  manager  whose 
product  doesn't  look  or  taste  right. 

At  Campbell  you're  not  encouraged 
to  have  original  thoughts,-  every- 
thing is  run  strictly  according  to 
the  book,"  says  a  Campbell  manager, 
referring  to  the  company's  inches-thick 
Manual  of  Procedures — rules  on  every- 
thing from  ordering  a  new  desk  to  dis- 
posing of  a  salesman's  used  auto. 

Clearly,  what  defeated  Heinz  in  soups 
wasn't  so  much  predatory  pricing  as 
Campbell's  meticulous  attention  to  de- 
tail, which  enabled  it  to  keep  shaving 
product  costs  while  improving  standards 
for  its  raw  materials.  This  summer,  for 
example,  all  the  tomato  crop  at  Napo- 
leon, Ohio  will  be  machine-harvested  in- 
stead of  handpicked  as  in  the  past. 

Campbell's  lack  of  growth  can't  be 
blamed  on  its  lack  of  adventure.  Camp- 
bell has  for  years  been  as  diversified  as 
Heinz.  In  1915  it  acquired  Franco- 
American  Foods  and  moved  into  spa- 
ghetti products.  In  the  1950s  and  1960s 
it  added  both  Swanson's  frozen  TV  din- 
ners and  Pepperidge  Farm  baked  goods. 
In  the  1970s  Campbell  branched  out 
into  Godiva  chocolates,  pizza  parlors, 


budget  steak  houses  and  even  garde) 
centers.  But  rarely  did  it  come  close  t< 
duplicating  its  success  with  condense* 
soups.  One  explanation:  Campbell  in 
sists  on  spending  more  for  maintenanc 
than  for  advertising. 

Lately,  however,  Harold  Shaub  ap 
pears  to  be  trying  to  stir  up  som 
faster  action  in  Campbell's  caul 
drons.  He  has,  for  example,  expandei 
the  soup  line  (now  59  labels)  to  includ 
both  single-portion  servings  and  low 
calorie  broths  for  dieters.  He  is  pushin; 
Pepperidge  Farm  (already  a  $260  millioi 
division)  into  test  marketing  fresh 
baked  sweet  goods  in  an  apparent  chal 
lenge  to  Entenmann's  Inc.  Challengin) 
Heinz,  Campbell  last  year  acquired  fo 
stock  Vlasic  Foods,  now  the  nation' 
largest  picklemaker  with  over  $100  mil 
lion  in  sales.  And  this  spring,  Campbel 
unlocked  its  legendary  cash  box  ($16* 
million  on  hand  at  year  ended  last  Juh 
3 1 )  to  buy  a  handful  of  European  compa 
nies  (mainly  from  ITT),  which  will  pu 
Campbell  deeper  into  cookies  and  fro 
zen  foods. 

Campbell  was  late  venturing  abroad— 
it  didn't  challenge  Heinz  in  Britain,  fo 
example,  until  the  late  1950s  wher 
Heinz  had  been  established  there  fo: 
over  half  a  century.  But  soon  Campbell 
expects  its  international  sales  to  ap; 
proach  $500  million,  roughly  double  th< 
level  of  only  two  years  ago  and  within 
sight  of  Heinz'  $890  million. 

"Hardly  a  day  goes  by  without  a  memo 
from  Camden  urging  us  to  recommenc 
more  acquisitions,"  says  a  Campbell 
man  in  the  field.  "What  we  are  seeing 
here,"  says  Kidder,  Peabody's  respectec 
food  analyst  Barry  Ziegler,  "is  a  cleaj 
change  of  direction  by  Campbell.' 
Ziegler,  for  one,  expects  both  Campbell 
and  Heinz  to  raise  their  earnings  b} 
about  12%  in  fiscal  1980  (to  $4.55  a  sharij 
for  Campbell  and  $5.35  for  Heinz).  Foj 
once,  Campbell  won't  take  second  place 
Could  it  be  that  during  all  those 
months  spent  poring  through  the  Hein2 
files  in  preparation  for  that  lawsuit 
Campbell's  top  brass  began  to  realize 
they  could  do  worse  than  take  a  tip  frorr 
their  old  rival?  That  there  might  be 
something  to  gain  from  supplementing 
those  older  production  engineers  with 
bright  young  marketers? 

The-  next  thing  might  be  that  Camp- 
bell would  even  take  on  a  bit  of  debt  tc 
finance  acquisitions.  At  the  moment  its 
capital  structure  is  95%  common  stock 
as  against  just  74%  for  Heinz.  Whc 
knows?  Campbell's  stock,  which  has 
been  moving  in  a  narrow  range  for  15 
years,  might  begin  to  perform  apprecia- 
bly better  once  The  Street  is  persuaded 
that  the  company  is  finally  going  to 
combine  its  commendable  emphasis  on 
product  quality  and  profitability  with  a 
more  adventurous  marketing  and  growth 
policy.  ■ 
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©Eastman  Kodak  Company.  1978 


"Its  nice  that  you  can  type  120  WPM,  but  we're  really  more 
concerned  with  how  fast  you  can  copy,  collate,  and  staple" 


Now,  anyone  can  copy,  collate,  and  staple  at 
4200  pages  an  hour.  If  you  have  a  Kodak  copier.  It's  very 
easy  to  do.  And  it's  continuous.  It  even  lets  you  take  out  a 
completely  finished  set  while  the  job  is  still  running. 

People  tell  us  the  copies  are  the  best  quality  in 
the  business.  Service  is  also  of  Kodak  quality.  You  proba- 
bly can't  get  a  better  deal.  We'd  like  to  demonstrate. 

Write:  A.  Angert,  Eastman  Kodak  Company, 
CD9370,  Rochester,  NY  14650. 


Kodak  copiers  are  fast.  They  also  reduce,  collate, 
staple,  and  do  other  things  well. 


Kodak  Ektaprint  150AF  copier-duplicator 


To  save  money,  the  government  would  like  to 
contract  out  additional  services.  Not  surpris- 
ingly, public  employee  unions  are  outraged. 

Who  does  Uncle 
Sam's  work? 


George  Forte  works  nights  part- 
time  for  Kentucky  Building 
Maintenance  Inc.,  mopping  floors 
at  the  General  Services  Administration 
(GSA)  headquarters  in  Washington.  But 
he's  not  a  federal  employee. 

Jack  Brooks,  president  of  Jack  Brooks 
Contract  Services,  supplies  82  of  his  own 
employees  as  mess  attendants  to  the  Ft. 
Belvoir  army  base  in  Virginia.  That's  82 
fewer  direct  federal  employees. 

Maria  Kinney  is  a  consultant  to  HEW, 
compiling  articles  for  a  book  on  trends  in 
higher  education. 

All  three  are  examples  of  contracting 
out — the  private  sector  doing  jobs  gov- 
ernment employees  could  perform. 

Commercial  and  industrial  services 
like  these  cost  the  government  about  $40 
billion  a  year — $30  billion  in-house  and 
$10  billion  contracted  out,  estimates  Ed- 
ward Leeson,  executive  director  of  the 
National  Council  of  Technical  Services 
Industries  (NCTSI),  which  lobbies  for 
government  contracting  out.  That  $10 
billion  could  grow  sharply  under  a  new 
directive  to  expand  contracting,  he  says. 

In  theory,  additional  contracting  out 
could  save  huge  sums.  The  reason:  Feder- 
al employees  by  and  large  are  better  paid 
than  private-sector  employees  in  service 
jobs  and  work  at  a  more  relaxed  pace.  For 
example,  RCA's  bid  on  operating  a  motor 
pool  at  an  army  base  in  Columbus,  Miss, 
was  74%  below  the  government  bid. 

"The  government  buys  everything 
from  paper  clips  to  aircraft  carriers.  Stud- 
ies show  that  the  private  sector  can  pro- 
vide many  of  these  products  and  services 
at  less  cost  than  the  government  can," 
says  the  U.S.  Chamber  of  Commerce. 
Washington-wise  as  it  is,  the  Chamber 
understands  the  obstacles:  "But,  federal 
employee  unions  oppose  contracting  out, 
perceiving  it  as  a  threat  to  their  mem- 
bers. Thus,  the  battle  is  between  reduc- 
ing federal  spending  and  maintaining 
high  federal  employment."  Retorts  Ken- 
neth T.  Blaylock,  president  of  the  Ameri- 
can Federation  of  Government  Employ- 


ees: "Contracting  out  is  presented  as  a 
savings  to  the  taxpayers.  There  is  no 
proof  that  private  business  contractors 
are  more  effective  or  less  expensive  than 
their  government  counterparts." 

For  private  enterprisers  who  are  look- 
ing for  more  business  from  Uncle  Sam, 
there's  good  news  and  bad  news. 

First,  the  good  news.  The  Office  of 
Federal  Procurement  Policy  (OFPP),  a 
subdivision  of  the  Office  of  Management 


Private  sector's  George  Forte  mops  GSA  floors 
Washington  business  is  hard  to  get. 


&  Budget  (OMB),  has  quietly  ordered 
new  procedures  for  implementation  of  a 
25-year-old  policy  which  instructs  bu- 
reaucrats to  use  the  private  sector  unless: 

•  No  satisfactory  source  is  available  in 
the  private  sector. 

•  The  agency  (or  another)  can  provide 
the  product  or  service  more  cheaply. 

•  Using  the  private  sector  would  dis- 


rupt or  delay  an  agency's  program. 

•  Reliance  on  the  private  sector  wou] 
jeopardize  the  national  security. 

OFPP  has  also  created  a  cost-compar 
son  handbook  that  details  exactly  how  I 
prepare  an  analysis  of  private  sector  an 
in-house  costs  on  a  project.  "This  is  th 
Bible,"  says  Leeson.  "It  is  a  vehicle  und< 
which  we  have  an  apples-to-apples  com 
parison  to  determine  where  we  can  g« 
the  best  for  the  cheapest." 

Now,  the  bad  news:  "The  handbook  : 
so  complex  and  detailed,  you  need 
training  program  to  teach  people  how  t 
use  it,"  says  Hugh  E.  Witt,  former  hea 
of  OFPP  and  director  of  government  lia 
son  for  United  Technologies  Corp. 

"It  is  cumbersome,"  agrees  Leesoi 
"The  average  contracting  officer  on  th 
West  Burlap,  Idaho  air  force  base  isn 
going  to  understand  it  and  doesn't  hav 
the  people  to  administer  it.  Therefoi 
he'll  find  reasons  not  to  contract  out." 

A  clause  in  the  policy  that  also  does  nc 
sit  well  with  industry  tells  agencies  t 
review  costs  of  industrial  and  commerce 
activities  during  the  next  three  years  an 
convert  in-house  to  the  private  sector — c 
vice  versa — if  they  find  savings  of  10%  c 
more.  "They  start  out  saying  we  shoul 
rely  on  the  private  sector,"  objects  Wit 
"Then  they  turn  around  and  say,  'A. 
work  that's  been  put  out  we  ought  t 
review  and  see  if  it  should  be  brough 
back  in.'  "  This  rule  could  result  in  indus 
try  losing  contracts,  he  says.  "Those  tr> 
ing  to  get  the  contract  back  in-hous 
might  juggle  the  figures  and  try  to  prov 
it's  cheaper  in-house." 

Another  problem  is  implementation  c 
the  policy.  "You  can  write  all  the  dand 
fine  pieces  of  paper,  but  if  there  is  n 
steady  pressure  to  implement  the  polic 
nothing  is  going  to  happen,"  says  Witil 
"You've  only  got  one  guy  to  implemen 
it.  That's  William  Russell,  who's  ii 
charge  of  contracting  out  at  OFPP,  an< 
you've  got  almost  a  million  civilians  re 
sisting  him  and  the  policy.  So  the  odd 
are  weighted  toward  not  doing  any 
thing."  Witt  also  believes  there  is  n< 
incentive  out  in  the  field  to  implemen 
the  policy.  "There  are  a  lot  of  people  ou 
there  trying  to  jimmy  up  the  system,  yoi 
know,  trying  to  slant  things  to  protec 
their  jobs  and  their  salaries." 

Russell,  who  is  the  only  overseer  o 
this  policy,  admits  the  private  secto 
would  be  wise  to  watch  the  agencies  to 
make  sure  they  use  the  new  rules. 

Public  union  employees  charge  tha 
contracting  out  under  the  new  policy  wil 
be  "rampantly  abused."  Recent  revela 
tions  on  bribery  and  corruption  in  th« 
GSA  contracts  may  support  some  o 
their  charges.  However,  anyone  who  ha: 
watched  civil  servants  soldiering  on  tht 
job  or  studied  the  pay  and  fringe  benefi 
levels  of  federal  workers  might  expec 
that  the  cost  advantages  are  nearly  all  or 
the  side  of  private  industry.  ■ 


104 


FORBES,  JUNE  1 1,  197' 


And  competition  assures  the  public 
that  trucking  gives  them  the 
best  possible  service. 

Competition  in  a  regulated 
industry?  You  bet!  Let's  look  at  the 
facts: 

□There  are  16,616  motor  carriers 
regulated  by  the  ICC,  80  percent  of 
which  are  small  businesses  with 
annual  gross  revenues  under 
$500,000. 

□The  four  largest  regulated  motor 
carrier  companies  account  for 
only  10  percent  of  total  industry 
revenues.  In  the  cigarette  industry, 
the  four  largest  companies  account 
for  84  percent  of  total  revenues; 
in  the  motor  vehicle  industry,  the 
four  largest  account  for  91  percent. 

□  According  to  a  Federal  govern- 
ment study  of  industrial  shippers, 
84.7  percent  indicated  there  were 
adequate  numbers  of  carriers  to 
maintain  good  service.  In  fact, 


12.1  percent  felt  there  were  too 
many  carriers. 

□  Shippers  have  many  choices.  For 
example,  more  than  50  motor  car- 
riers haul  generatfreight  into  and 
out  of  Richmond,  Virginia.  For 


Los  Angeles,  the  number  exceeds  80. 
Seventy  motor  carriers  run  between 
New  York  and  Boston;  42.  between 
Chicago  and  Kansas  City;  23  be- 
tween Dallas  and  St.  Louis;  32 
between  Winston-Salem  and  Balti- 
more; and  34  between  Akron,  Ohio, 
and  Philadelphia. These  cities  are 
also  served  by  hundreds  of  spe- 
cialized motor  carriers  hauling  other 
types  of  freight. 

□  Competitive  rate  actions  are 
protected  by  regulation.  In  1977,  in 
one  of  61  motor  carrier  rate  bureaus 
—the  Middle  Atlantic— 88  percent  of 
all  rate  changes  were  reductions. 
Thirty-seven  percent  of  the  rate 
changes  were  independent  filings  by 
carriers,  all  of  which  were 
reductions. 

The  motor  carrier  industry  is 
competitive,  and  regulation  ensures 
equal,  nondiscriminatory  service 
to  all. 
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American  Trucking  Associations,  Inc. 

Today's  Trucking  Industry. . .  It  Works  for  America 


With  a  huge  cash  hoard,  Levi  Strauss  is  finally 
going  shopping.  Deals  like  its  offering  Kora- 
corp  may  make  a  lot  of  shareholders  happy. 


Levi  goes  to 
market 


Koracorp  Industries  Chairman  Thaddeus  N.  Taube 

Thanks  to  a  deft  corporate  rescue,  he's  now  a  $8  million  man. 
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979  cash  flow  estimated  at  $195  mil- 
on,  Levi's  cash  pile  is  growing  faster 
nan  its  internal  spending  needs.  Natu- 
illy  the  company  has  been  looking  for 
utside  opportunities. 
What's  in  the  deal  for  Levi,  then?  First, 
chance  to  do  something  with  that  cash 
1  oard.  Several  years  ago,  for  instance, 
evi  began  working  its  way  into  sports- 

-  /ear,  the  fast-growing  mainstream  of 
/omen's  apparel.  Despite  a  58%  worn- 
nswear  growth  last  year  at  Levi,  wom- 
nswear  sales  represented  6%  of  the 
ompany's  overall  revenues.  Realizing  it 
ad  ventured  into  an  outstanding  busi- 
ess,  Levi  began  talking  informally  with 
koracorp  late  last  summer.  By  March, 
alks  grew  more  serious  as  Levi's  wom- 

-■fnswear  division  racked  up  a  94.5%  first- 
uarter  sales  increase. 
After  three  meetings,  the  merger  letter 
f  intent  was  signed  last  May  17.  It  the 
eal  goes  through  as  signed,  Koracorp's 
women's  sportswear  sales  (55%  of  rev- 
"  nues)  will  about  double  Levi's  womens- 
K  vear  sales.  There's  a  bonus,  too.  Margins 
'  a   Koracorp's   women's    lines  nearly 
natch  Levi's  sparkling  8.6%  corporate 
iet  return  on  sales,  pacesetter  for  the 
vhole  industry. 
Koracorp's  other  businesses,  Byer-Rol- 

-  tick  hats,  Oxxford  men's  suits  and  a 
uropean-based  children's  wear  division, 
on't  show  the  high  margins  that  worn- 
n's  sportswear  does,  but  in  most  cases 

1  hey  put  Levi  in  new  markets. 

Levi's  reasons  for  diversification  are 
obvious  (Forbes,  .4//(c>  21,  1978).  Five 
'#ears  ago  roughly  90%  of  the  San  Fran- 
fjiisco-based  company's  sales  were  jeans- 
'  jelated.  Today  the  figure  is  reckoned  to 
Hie  about  70%  and  falling. 
1  For  Koracorp,  the  deal  will  end  the 
I  imrney  back  up  a  long,  dusty  trail  from 
1  tear  bankruptcy  a  few  years  ago.  Once  a 
«  ery  profitable  maker  of  women's  sports- 
wear and  the  holder  of  a  lucrative  perma- 
nent press  patent,  in  1973  Koracorp 
1  nanaged  to  transform  itself  from  a 
i  »rince  to  a  frog. 

'nl  In  retrospect,  it  was  a  familiar  story. 

:  Entrepreneur  Joe  Koret  took  his  com- 
pany public  in  the  Sixties,  then  caught  a 
I  pad  case  of  acquisition  fever.  Koracorp 

IS  fiought  up  all  sorts  of  unrelated  and,  as  it 

turned  out,  unrewarding  businesses.  The 
ompany  was  sinking  fast  when  the 
ihony  bookkeeping  entries  were  uncov- 

v  |  red,-  and  they  wiped  out  Koracorp's 

i  Stockholder  equity. 

1 1;  Taube  (pronounced  Toby)  stepped  in  as 
llEO  in  1973  and  began  selling  off  nonap- 

Jlnarel  divisions,  guiding  Koracorp  back 
Into  its  bread-and-butter  business,  worn- 
In's  apparel.  By  year-end  1978  the  com- 
hany  earned  $2.12  a  share  and  had  a  book 
l  alue  of  $8.31.  Taube  told  Forbes  only 
Iveeks  before  the  Levi  deal  was  struck 
hat  Koracorp's  incoming  women's 
'portswear  orders  were  up  about  20%  to 
1.5%.  First-quarter  earnings  rose  37%. 


During  the  same  interview,  Taube  had 
lamented  the  market's  low  regard  for 
Koracorp's  stock  ($10  a  share)  and  con- 
ceded that  the  company's  ability  to 
make  its  own  acquisitions  was  limited 
by  balance-sheet  damage  left  over  from 
1973.  (Koracorp's  debt-to-equity  ratio  is 
about  2-to-l.) 

Levi  is  offering  about  half  cash,  half 
stock,  in  a  tax-free  merger.  The  cash 
comes  to  $35  million,  an  amount  that 
should  be  recovered  within  a  few  months 
of  normal  operations.  And  even  though 
Koracorp's  margins  are  only  half  of  Le- 
vi's, one  analyst,  David  Jackson  of  Bate- 
man  Eichler,  estimates  that  the  deal  will 
actually  add  ten  cents  a  share  to  Levi's 
earnings.  For  fiscal  1979,  ending  next 
November,  Jackson  recently  raised  his 
Levi  estimate  to  $8.50  a  share. 

For  Koracorp,  one  need  look  no  further 


than  founder  Joe  Koret,  now  77,  or  Chair- 
man Tad  Taube  to  see  what  kind  of  a 
handsome  deal  Levi  is  offering  for  Kora- 
corp shareholders  who  stayed  the  course. 
Koret  controls  30.4%  of  Koracorp's 
stock.  In  1973,  before  the  long  march 
back,  the  value  of  Koret's  stock  had 
plummeted  to  just  over  $1  million  dol- 
lars. If  the  Levi  merger  closes,  Koret's 
stock  will  be  valued  at  over  $20  million. 

But  the  best  deal  is  reserved  for  those 
who  revived  the  company,  led  by  Taube. 
Taube,  48,  owns  more  than  338,000  Kor- 
acorp shares,  which  he  bought  at  various 
prices  around  $1.50  a  share.  For  six  years' 
work  Tiubc  will  walk  away  with  stock 
and  cash  worth  more  than  $6  million. 
That's  an  average  of  about  $1  million  a 
year  for  his  rescue  work.  Not  a  bad  re- 
ward tor  turning  a  frog  back  into  a  fash- 
ionable prince.  ■ 


ki  H  e  u  <>r/>  sfx trtsirctir  {mxluctiun 

Levi  is  paying  handsomely  for  Koracorp's  women's  apparel  business. 
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Statistical  Spotlight 


Never  mind  double-digit  inflation.  The  single- 
digit  variety  we  have  experienced  will,  if  it 
persists,  cause  trouble  enough. 


Compounding 
inflation 


What  things  may  cost 


Compounded    Cost  assuming  same 


rate  of 

rate  of  increase 

Items 

1962 

Today 

increase 

1989 

1999 

35-foot  cabin  cruiser 

$22,500 

$59,700 

6.3% 

$109,978 

$202,599 

One-family  house 

19,300* 

68,300 

8.8 

158,748 

368,975 

Chevrolet  Impala  4-door 

2,529 

5,828 

5.4 

9,861 

16,685 

Annual  college  costst 

980 

2,230 

5.3 

3,738 

6,264 

Two-week  London  vacation  for  2 

893 

1,5081 

3.3 

2,086* 

2,887* 

Refrigerator-freezer 

470 

530 

0.7 

568 

609 

Medical  bills 

468** 

1,070 

7.1 

2,125 

4,219 

Annual  Social  Security  deduction 

150 

1,403 

15.0 

3,561  tt 

6,770tt 

Man's  wool  suit 

130 

238 

3.9 

349 

512 

Auto  insurance  premium 

87 

250 

6.8 

483 

932 

Monthly  electric  bill 

8 

30 

8.6 

68 

156 

Prime-rib  dinner 

4.65 

10.95 

5.5 

18.70 

31.94 

Haircut 

1.00 

3.50 

8.2 

7.70 

16.93 

Paperback  novel 

.95 

2.60 

6.5 

4.88 

9.16 

Movie  ticket 

.81 

2.46 

7.2 

4.93 

9.88 

Gasoline  per  gallon 

.31 

.79 

6.0 

1.41 

2.53 

Hamburger  (McDonald's  double) 

.28* 

.80 

7.2 

1.60 

3.21 

Pizza  (slice) 

.15 

.70 

10.1 

1.83 

4.80 

Hershey  bar 

.05 

.25 

10.6 

.68 

1.88 

Daily  newspaper — N.Y.  Times 

.05 

.20 

9.1 

.48 

1.14 

First-class  postage  stamp 

.04 

.15 

8.6 

.34 

.78 

'1963  data  tFor  state  resident  tAssumes  Laker  Airways  fare  *"1966  data  ttAmounts  set  by 
legislation  in  effect 

Sources:  Bureau  of  the  Census;  Bureau  of  Labor  Statistics;  Chris-Craft;  Edison  Electnc  Institute;  General  Motors;  Hart. 
Schaffner  &  Marx;  Hershey  Foods;  Indiana  University;  McDonald's;  Motion  Picture  Assn.  of  America;  Publisher's 
Weekly;  State  Farm  Insurance;  Whirlpool  Corp. 


What  you  may  earn 


Compounded 
rate  of 


Earnings 


1962 


Today 


Earnings  with  same 

rate  of  increase 
1989  1999 


In-house  attorney 

Gross  earnings 
Aftertax  earnings 
Aftertax  adjusted  for  inflation 
Aftertax  earnings  as  %  of  gross 
Production  worker 

Gross  earnings 

Aftertax  earnings 

Aftertax  adjusted  for  inflation 

Aftertax  earnings  as  %  of  gross 


$16,440  $42,318  6.1% 

12,872  30,113  5.5 

29,577  30,113 
78%  71% 

$5,021  $13,850  6.5% 

4,420  11,795  6.3 

10,156  11,795 
88%  85% 


$76,502  $138,302 

41,860  56,878 

23,155  17,404 

55%  41% 

$25,998  $48,802 

19,698  30,615 

10,494  8,688 

76%  63% 


Assumptions:  Married  taxpayer;  joint  return;  two  dependent  children;  standard  deduction;  no  change 
in  1979  tax  structure  for  subsequent  years;  gross  earnings  less  net  tax  liability,  state  and 
local  income  taxes  (assuming  the  same  proportion  of  state  and  local  taxes  to  federal 
taxes);  Social  Security  tax  for  1989  and  1999  from  legislation  in  effect. 


Nineteen  months  ago,  with  the  annual 
rate  of  inflation  running  at  6%,  Forbes 
did  a  little  arithmetic  to  show  that  ever 
a  comparatively  mild  inflation  rate  (Brit- 
ain's rate  at  the  time  was  13%)  was 
nothing  to  take  lightly.  We  looked  at  the 
prices  of  18  items,  from  a  one-famil> 
house  to  a  first-class  postage  stamp,  anc 
determined  what  had  happened  to  theii 
prices  over  the  preceding  15  years,  and 
then  calculated  what  would  happen  t( 
these  prices  if  the  same  rate  of  inflation 
were  to  continue  for  another  10  and  2C 
years.  The  outlook  was  predictably 
frightening. 

With  the  annual  inflation  rate  now 
pushing  past  last  year's  9%,  we  decided 
to  take  another  look.  We  kept  1962  as 
the  base  year,  added  three  more  items, 
tracked  what  had  happened  to  prices  be 
tween  then  and  now,  and  then  projected 
prices  at  the  same  rate  10  and  20  years 
from  now.  The  outlook  is  now,  of  course 
more  frightening  still  (see  table).  You'l 
hand  the  ticket  seller  a  $20  bill  and  you'l 
get  two  movie  tickets  and  24  cents 
change.  Your  annual  Social  Security  de 
duction  will  be  $6,770.  A  4-door  Chevy 
Impala  will  fetch  $16,685.  And  a  first 
class  postage  stamp  will  be  78  cents. 

An  old  friend  of  this  magazine,  con 
templating  what  inflation  is  doing  to  na 
tional  morale,  has  come  up  with  a  sug 
gestion.  He  calls  it  his  "McDonald's  the 
ory  of  currency  control."  When  the  price 
of  a  "quarter-pounder"  at  the  local 
McDonald's  hits  a  dollar,  he  says,  that 
should  be  taken  by  the  nation's  money 
managers  in  Washington  as  a  signal  to 
declare  a  reverse  currency  split  of  1-to-i 
10.  At  that  moment  every  decimal  point) 
in  the  land  would  take  one  step  to  the  leftl 
and  everyone,  he  says,  would  instantly 
feel  a  helluva  lot  better.  The  price  of  a 
quarter-pounder  would  be  a  dime,  a  first- 
run  movie  downtown  would  be  45  cents, 
a  Mercedes  450  SLC  would  deliver  for 
less  than  $4,000,  and  the  gasoline  it  guz 
zles  would  cost  less  than  10  cents  a  gal 
Ion,  if  you  can  find  some. 

At  the  same  time,  of  course,  psycho 
analysts  would  only  be  getting  $7.50  an 
hour,  plumbers  $2.50.  A  newly  minted 
M.B.A-.  out  of  the  Harvard  Business 
School  would  have  to  accept  a  starting 
salary  of  less  than  $3,000  a  year  and  he 
might  not  be  consoled  by  the  fact  that  if 
he  lands  that  job  at  McKinsey,  he  could 
buy  a  modest  studio  apartment  not  far 
from  Central  Park  for,  say,  $15,000  and 
pay  a  monthly  maintenance  of  $50.  Nev- 
er mind,  our  friend  insists,  everyone 
would  get  a  terrific  psychological  lift. 

If  Washington  is  interested,  it  has  no 
time  to  lose.  A  quarter-pounder  on  Man- 
hattan's West  Side  traded  over-the- 
counter  last  month  at  $1.15.  ■ 
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Welcome 
home, 
Finnegan 


Mary  Margaret  Finnegan,  the  best 
office  manager  you've  ever  had.  She 
just  received  a  tempting  offer  from  a 
rival  firm  . . .  and  turned  it  down. 

Asked  about  her  decision,  she  just 
says,  "I  sort  of  fit  in  here,  I  guess." 
What  she  doesn't  say  is  that 
she  feels  appreciated. 

Good  salary.  Respect  of  her  boss  and 
co-workers.  And  just  this  year  she 
received  a  company  award  for 
outstanding  service. 

The  award,  it  so  happens,  was  a 
Hamilton  clock.  Now  it  graces  her 
dining  room  at  home,  and  receives 
the  admiration  of  family  and  friends. 
So  you  see,  she  feels  appreciated. 

Perhaps  your  company  should 
consider  a  Hamilton  program  to  say 
"You  are  appreciated."  After  all,  what 
would  you  ever  do  without  a  Finnegan 
and  all  the  others  who  are  so  valuable 
to  your  success? 

You  will  be  interested  in  the  Hamilton 
full-color  catalog  and  the  highly 
informative  brochure  "Hamilton 
Awards  ...  An  Investment  in  People." 

Call  this  toll-free  number  for  the 
complete  details.  There's 
no  obligation. 
Dial  1-800-233-0283  or 
1-800-233-0284. 


Hamilton  Watch  Company.  Lancaster.  PA  17604 
//  the  award's  a  Hamilton,  they'll  know  you  mean  it. 


For  every  Barbara  Jordan  selected  for  a  cor- 
porate board  these  days,  there  are  literally 
dozens  of  good  oV  boys. 


The  more  things 
change . . • 


You  want  to  add  an  outside  director 
to  your  board,  preferably  a  finan- 
cial man.  Must  be  smart,  able  to 
contribute  a  fresh  viewpoint,  congenial. 
Ti  ■  this  re'sume'  for  size: 

Age  47,  served  to  captain  U.S.A.F., 
1953-55.  Harvard  M.B.A.,  1957.  Control- 
ler, commercial  products  division, 
Stromberg-Carlson,  1957-60.  President, 
Parker-Kalon  division;  general  manager, 
terminals  division,  GATX  1960-67.  Vice 
president,  general  manager,  Burndy 
Corp.,  1967-68.  Executive  vice  president, 
Gould,  Inc.  1968-74.  Executive  vice 
president  to  vice  chairman  to  president, 
major  financial  services  company,  1974 
to  date.  Wide  range  of  experience.  A  fast- 
track  man. 

Clearly  a  catch  for  any  board,  and  Har- 
old W.  McGraw  Jr.,  CEO  of  McGraw-Hill 
Inc.,  was  decidedly  interested.  In  the 
wake  of  the  bribery  and  payoff  scandals 


that  rocked  Gulf  Oil,  Lockheed  Corp., 
Northrop  Corp.,  et  al,  big  companies  like 
McGraw-Hill  are  opening  their  boards  to 
outsiders  to  eliminate  cronyism  and  elit- 
ism— a  search  process  conducted 
through  the  impartial  mechanism  of  a 
headhunted  That's  how  Roger  Hubert 
Morley,  president  of  American  Express 
Co.,  became  a  McGraw-Hill  director. 
Two  years  later,  Amexco  mounted  its 
abortive  takeover  bid  for  McGraw-Hill 
and  Roger  Morley  was  roundly  damned 
for  conflict  of  interest. 

So,  once  again,  the  corporate  world  is 
in  a  dilemma:  Keep  the  board  a  tight, 
trusted  circle  and  risk  criticism,-  open  it 
to  outsiders  and  risk  taking  on  a  Trojan 
horse.  Financial  relations  consultant 
Richard  E.  Cheney  of  Hill  &  Knowlton 
has  warned  clients  that  "they  should  ex- 
amine with  a  critical  eye  outside  direc- 
tors who  could  benefit  personally  from 


Amexco  President  Roger  Morley 

Conflict,  maybe,  but  no  cronyism  or  elitism. 


recommending  acceptance  of  a  tend 
offer."  Cheney  cites  one  company  th, 
got  rid  of  an  outside  director,  an  out-c 
work  executive  in  search  of  a  new  bert 
for  fear  that  "he  might  very  well  hai 
brought  in  a  raider  who  could  have  give 
him  a  job  after  the  takeover." 

The  Morley  episode  alarmed  Haro 
McGraw,  too.  He  did  replace  tl 
Amexco  executive  with  another  outsi 
er,  but  with  no  help  from  the  headhun 
ers  this  time  around.  The  choice  w; 
William  T.  Seawell,  CEO  of  Pan  Amei 
can  World  Airways,  whom  aides  sa 
McGraw  had  got  to  know  as  a  "busine: 
acquaintance"  several  months  befor 
Embroiled  in  a  tough  takeover  fight  i 
self,  Pan  Am  is  an  unlikely  merger  par 
ner  for  McGraw-Hill.  Seawell  then  is 
"safe"  outside  director.  Not  because  he 
unlikely  to  speak  up,  but  because  he  c 
fers  no  threat  to  existing  management. 

In  the  wake  of  the  Amexco  McGraw 
Hill  imbroglio,  it's  clear  the  tradition 
"old  boy"  network  is  as  busy  as  ever. 

Take  the  16  outside  directors  Forbj 
talked  to  recently.  Almost  all  of  thei 
were  of  the  new  breed — comparative! 
young,  with  very  strong  ideas  about  wh. 
they  hope  to  contribute,  and  an  avowt 
willingness  to  challenge  a  CEO  whei 
ever  they  think  he's  wrong. 

All  but  2  of  the  16,  however,  had  soci 
or  business  ties  in  common  with  the 
new  confreres  before  they  were  electe 
An  exception  was  former  Congresswon 
an  Barbara  C.  Jordan,  but  she  can  fair! 
be  said  to  be  part  of  the  growing  "ne 
girl"  network.  Thanks  partly  to  the  in 
passioned  oratory  she  brought  to  th 
Democratic  Presidential  Convention  i 
1976,  the  43-year-old  lawyer  was  a  n, 
tional  figure  when  she  decided  not  to  ru 
for  a  fourth  term. 

A  number  of  business  offers  quick! 
came  her  way,  including  one  froi 
George  Bush,  the  former  U.N.  Ambass. 
dor  and  CIA  head.  "I've  known  him  for 
long  time  from  Texas  politics,"  says  Ba 
bara  Jordan.  "His  uncle  was  scheduled  fc 
retirement  from  the  Mead  Corp.  boai 
and  George  thought  I'd  be  a  fit  replao 
ment  for  him."  She  continues,  "The  nej 
order  of  business  was  for  the  president  t 
Mead  to  make  an  appointment,  come  t 

D.  C.  to  talk  to  me."  Jordan  then  becan 
the  only  black  and  the  only  woman  o 
the  papermaker's  board. 

But  for  every  Jordan,  there  are  dozer 
of  good  ol'  corporate  types  being  called  t 
the  board.  Wendell  W.  Anderson  Jr.,  CE» 
of  Bundy  Corp.,  sits  on  the  Detroit  Ed 
son  Co.  board  with  Edward  J.  Giblii 
chairman  of  Ex-Cell-O  Corp.  and  on  th 
Manufacturers  National  Corp.  board  wit 

E.  Paul  Casey,  president  of  Ex-Cell-C 
Bundy's  general  counsel  is  also  on  the  E: 
Cell-O  board,  so  the  54-year-old  Ande 
son  wasn't  surprised  when  Paul  Case 
and  Ed  Giblin  took  him  to  lunch  an 
popped  the  question:  How  would  he  fe< 
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The  Spanish  Lynx  has  already  used  up  eight  of  its  lives. 

How  many  do  you  have  left? 

Having  preyed  once  too  often  on  domestic  stock,  this  feline 
hunter  became  the  victim  of  severe  counterattacks  from  incensed 
farmers.  Today,  just  a  few  dozen  of  these  cats  survive  in  the 
mountains  of  southern  Spain. 

Errors  in  judgement  can  have  serious  consequences  in  industry, 
too.  But  strict  adherence  to  loss  control  procedures  can  minimize 
negative  effects.  And  that's  where  Allendale  can  help. 
Allendale  Mutual  Insurance  Company, 
Allendale  Park,  Johnston,  Rhode  Island,  02919. 


Allendale  Insurance 


The  new  Allendale  Mutual  Insurance  Company:  A  consolidation  of  Arkwright-Boston  and  Allendale. 


I  re  there  any  hotels 
left  in  the  world  that 
still  practice  the  fine  art 
of  attention  to  detail? 
Precious  few. 


THE  RITZ-CARLTON 

CHICAGO 

Water  Tower  Place 

Call  your  Travel  Agent  or  Toll  Free 
New  York  State  800-462  1  1  50 
Elsewhere  in  Continental  U  S. 
800-828-1  188 

Four  Seasons  Hotels 

London,  England  (Inn  on  the  Park) 

Chicago  (Ritz -Carlton) 
San  Antonio  •  San  Francisco  (Cliff) 
Washington  DC  -  Houston  1 98  1 
Israel  •  Montreal 
Ottawa  •  Belleville 
Toronto  (Four  Seasons,  Yorkville) 

Toronto  (Inn  on  the  Park) 
Calgary  •  Edmonton  •  Vancouver 


New  director  Barbara  Jordan 
Constituents  mean  no  rubber  stamps. 

about  coming  on  the  Ex-Cell-O  board, 
too?  He  was  interested. 

Then  there's  J.  Reed  Coleman,  45,  who 
heads  the  Madison  Kipp  Corp.,  a  private- 
ly owned  aluminum  die-casting  maker, 
who  just  joined  the  board  of  Parker  Pen. 
"I've  known  George  Parker  for  a  number 
of  years  and  some  of  the  other  executives 
as  a  result  of  nonbusiness  activities — 
charitable  organizations,  business  asso- 
ciations and  the  like,"  says  easygoing 
Coleman.  He  also  sits  on  the  board  of  the 
Kemper  Corp.  and  a  number  of  its  insur- 
ance subsidiaries.  Coleman  enjoys  the 
exposure,  but  has  flatly  told  friends  he 
would  never  join  any  board  where  he 
didn't  feel  close  to  the  people  involved. 

Cronyism?  Elitism?  Not  entirely.  But 
not  exactly  a  picture  of  total  indepen- 
dence, either.  Iconoclasts  like  Myles  L. 
Mace,  a  professor  emeritus  of  the  Har- 
vard Business  School  and  a  professional 
director  himself,  insist  that  nothing  has 
really  changed.  Despite  the  thundering  of 
the  Securities  &  Exchange  Commission 
and  the  courts  on  the  need  for  stock- 
holders to  be  represented  by  truly  inde- 
pendent directors,  there's  the  same  old 
circularity,  he  says. 

"The  CEO,"  he  argues,  "has  de  facto 
control,  by  his  control  of  the  proxy  sys- 
tem, to  determine  who  serves  on  the 
board,  who  gets  invited  to  serve  on  the 
board,  who  stays  on  the  board,  how 
many  meetings  are  held,  what  items  are 
on  the  agenda,  how  much  board  mem- 
bers are  paid,  what  management  infor- 
mation is  provided  to  board  members 
and  basically  what  board  members  do  or 
do  not  do.  .  .  . 

"I  don't  care  what  people  say  about 
nominating  committees,"  continues 
Mace,  who  has  been  studying  the  work- 
ings of  corporate  boards  for  almost  35 


Professional  director  Myles  Mace 
Cosmetics  and.  the  old  circularity. 
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years  now.  "You  can  talk  all  you  war 
about  mechanical  contrivances  or  art 
fices  or  techniques,  but  if  the  CE( 
doesn't  want  nominating  committees  c 
committees  of  directors,  he  pays  no  a 
tention  to  them." 

The  minority  of  new  directors  wh 
come  from  outside  the  traditional  bus 
ness  community  see  themselves  as  rej 
resenting  constituencies  that  add 
their  potential  clout.  Claire  M.  Fagin,  f( 
example,  the  outspoken  dean  of  the  Un 
versity  of  Pennsylvania  School  of  Nun 
ing  and  a  director  of  the  Provident  Mun 
al  Life  Insurance  Co.  of  Philadelphij 
thinks  of  herself  as  a  consumer  advocati 
"I  have  particular  slants  on  things,"  sh 
says,  "a  woman's  and  a  health-oriente 
person's  slants  that  certainly  lend  a  ce) 
tain  degree  of  strength  to  my  role." 

Barbara  Jordan  feels  she  can  bring  t 
the  Mead  Corp.  board  (she's  also  a  direc 
tor  of  the  Washington  Star  and  Texa 
Commerce  Bankshares  Inc.)  the  abilit 
to  "translate  a  public  feeling,  a  privat 
citizen's  view  which  many  businessme 
don't  understand.  People  in  my  immed. 
ate  constituency  and  those  outside  it, 
she  continues,  "will  listen  to  what  I  sai 
and  they  have  a  way  of  believing  it. 
Only  a  singularly  incautious  CEO  woul 
try  treating  Jordan  as  a  rubber  stamp 

Clearly  the  large  corporation  is  in  trar 
sition  from  being  a  closed,  private  affa: 
from  whose  governance  even  the  mass  c 
stockholders  were  excluded  to  a  mor 
open  kind  of  institution  answerable  t 
the  general  public.  But  most  business 
men  feel  uncomfortable  with  the  nei 
situation  and  show  it  in  the  people  the 
pick  for  fellow  directors:  independen 
strong  people,  yes.  But  insiders,  by  an 
large,  people  they  can  trust  and  feel  con 
fortable  with.  ■ 
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f  should  have  been  "the  biggest  event  in 
hilanthropy  since  the  Ford  Foundation. "  In- 
head,  the  establishment  of  the  MacArthur 
foundation  has  thus  far  seen  little  but  back- 
iting,  sniping  and  threats  of  lawsuits. 


Bitter  charity 


By  Bob  Tamarkin 


hat  could  be  more  rewarding 
LA/  tor  mature  men  than  to  come 
W W  into  control  of  a  fortune  and  be 
iked  to  spend  the  income  in  the  public 
terest?  In  just  such  a  position  is  the  son 
the  late  insurance  tycoon  John  D. 
lacArthur,  J.  Roderick  MacArthur,  and 
veral  of  his  father's  friends  and  asso- 
ates  who  are  directors  of  the  recently 
rmed  John  D.  and  Catherine  T.  MacAr- 
lur  Foundation.  Thus  far,  however,  they 
ive  engaged  only  in  the  special  kind  of 
dlish  quarreling  that  only  families  and 
d  friends  can  manage. 
Since  the  MacArthur  Foundation 
lened  its  doors  last  December,  Rod 
LacArthur,  a  short,  dapper,  soft-spoken 
an  of  58  with  piercing  brown  eyes  and 
)tton-candy  sideburns,  has  been  en- 
iged  in  a  running  battle  against  his  fel- 
w  directors.  The  air  around  its  head- 
larters  in  Northbrook,  111.  has  been 
[led  with  private  backbiting,  public 
aping,  allegations  of  conflicts  of  inter- 
it  and  threats  of  lawsuits.  Because  of 
leir  quarrel,  the  MacArthur  Foundation 
is  neither  a  leader  nor  a  philosophy,  nor 
plausible  hope  of  getting  either  soon. 
The  foundation's  major  asset,  be- 
reathed  to  it  at  John  D.'s  death  16 
onths  ago,  is  all  the  stock  of  Bankers 
fe  &  Casualty  Co.  Acquired  in  receiv- 
ship  by  MacArthur  for  $2,500  in  1935, 
inkers  stock  has  a  current  book  value 
$255.6  million.  Its  market  value,  says 
od,  could  well  be  three  times  that.  If  so, 
$750  million  the  MacArthur  Founda- 
on  would  rank  fifth  in  the  U.S. — just 
lead  of  the  Rockefeller  (assets  $740  mil- 
3n)  and  behind  the  Ford  Foundation 
2.3  billion),  the  Robert  Wood  Founda- 
on  ($1  billion),  the  Kellogg  Foundation 
926  million)  and  the  Andrew  W.  Mel- 
n  Foundation  ($776  million). 
A  $750  million  value  would  also  mean 
l  annual  payout  by  the  foundation  of 
urie  $37.5  million.  John  MacArthur  in- 
ntionally  left  no  instructions  on  how 


/  Roderick  MacArthur,  the  only  son 

A  maverick  looking  for  Michelangelo. 

the  money  was  to  be  spent.  "John  under- 
stood perfectly  well  what  he  was  doing," 
says  William  T.  Kirby,  68,  a  director  and 
John  MacArthur 's  friend  and  attorney  for 
20  years.  "He  knew  he  didn't  want  to  run 
things  from  the  grave." 

But  who,  then,  should  run  things?  On 
one  side  is  Rod  MacArthur,  who  has  a 
clear  but  decidedly  novel  idea  about  what 
the  foundation  should  do  with  all  that 
money  and  who  deplores  the  other  direc- 
tors' unwillingness  to  get  on  with  what 
he  calls  "the  biggest  event  in  philanthro- 
py since  the  Ford  Foundation."  Ranged 
against  him,  besides  Kirby,  are:  conser- 
vative radio  commentator  Paul  Harvey, 
60,  whose  broadcasts  were  sponsored  by 
Bankers  Life  for  27  years;  Paul  D.  Doo- 
len,  73,  Bankers'  vice  chairman;  and 
Robert  P.  Ewig,  53,  its  president.  Mac- 


Arthur's  widow,  Catherine  (Rod's  step- 
mother), is  a  member,  but  does  not  take 
an  active  role.  Nor  does  she  support  Rod. 

To  win  tax-exempt  status  for  the  foun- 
dation will  ultimately  mean  losing  con- 
trol of  the  insurance  empire  John  D. 
spent  nearly  50  years  building.  Directors 
will  have  five  years  to  sell  at  least  80%  of 
Bankers  Life  stock  and  diversify  the 
foundation's  assets.  MacArthur  suspects 
his  fellow  directors,  because  of  their 
stakes  in  Bankers  Life,  are  loath  to  do 
that.  It  took  the  threat  of  a  lawsuit  by 
Rod  just  to  make  them  transfer  the 
Bankers  Life  stock  to  the  foundation. 

One  director,  Louis  Feil,  a  New  York 
City  financier,  has  already  resigned  from 
the  board  because  of  a  conflict.  A  former 
Bankers  vice  president,  Feil  had  out- 
standing personal  loans  with  the  com- 
pany. If  that  was  a  conflict,  what  of  Di- 
rector Kirby's  connections?  William 
Kirby  is  also  outside  counsel  to  Bankers 
Life  and  the  attorney  for  the  MacArthur 
estate.  In  1978  his  legal  bills  to  Bankers 
totaled  $115,000.  He  collected  another 
$87,000  from  the  foundation.  His  addi- 
tional legal  fees  in  connection  with  the 
estate  are  estimated  at  $196,000. 

Kirby  concedes  the  conflicts  of  inter- 
est, but  argues,  "The  idea  that  John  Mac- 
Arthur  would  give  his  empire  to  people 
he  didn't  know  would  have  been  incon- 
ceivable to  him."  He  sees  Rod's  feud 
with  the  board  as  fighting  his  father  all 
over  again.  "We  were  not  only  business 
associates,  but  close  friends  of  John's." 

All  his  life  Rod  has  been  a  strong- 
willed  scrapper.  He  certainly  was  able  to 
stay  in  shape  tangling  with  his  father 
over  the  years.  In  1951  John,  who  then 
owned  Theater  Arts  Magazine,  fired  Rod  as 
its  editor  over  a  policy  dispute.  Rod  tried 
working  for  him  again,  but  the  years 
mellowed  neither  father  nor  son.  And 
again,  in  1974,  the  elder  MacArthur  fired 
Rod  from  the  insurance  business  after 
they  quarreled  over  Rod's  new  collectors' 
plate  business.  It  was  the  messiest  quar- 
rel of  all,  requiring,  at  one  point,  inter- 
vention by  suburban  Chicago  police.  Re- 
fusing to  give  his  father  51%  of  the  busi- 
ness, Rod  and  40  of  his  employees  staged 
a  surprise  daylight  raid  to  seize  seven 
semitrailers  of  25,000  plates  from  his 
father's  warehouse.  When  the  police 
showed  up,  they  let  Rod  proceed  when 
he  showed  them  invoices  for  the  plates. 
A  year  later,  the  two  patched  up  their 
differences  after  Rod  paid  his  father 
$175,000  for  his  interest  in  the  business, 
$75,000  less  than  Rod's  initial  offer. 

Four  years  ago,  Rod  became  a  million- 
aire in  his  own  right,  thanks  to  the 
steady  growth  of  Bradford  Exchange  Co., 
a  mail-order  outfit  he  had  started  to  mar- 
ket his  collectors'  plates.  Bradford  sales 
last  year  were  $35  million,  on  which  it 
made  an  estimated  $10  million  pretax. 

Today,  sitting  in  a  converted  Sears 
warehouse  in  Niles  near  Chicago  that  is 
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now  Bradford's  headquarters,  Rod 
dreams  of  a  new  kind  of  foundation. 
"Like  the  Renaissance  princes,"  he 
whispers,  "we'll  fund  Michelangelo." 

Through  the  "MacArthur  Research- 
ers" program  he  is  pushing,  Rod  wants  to 
give  grants  to  "outstanding  intellectuals" 
for  several-year  periods  with  no  strings 
attached.  Says  Rod,  "It's  unique  because 
it  has  never  been  done  on  this  scale."  He 
wants  to  spend  80%  or  more  of  the  foun- 
dation's resources — $30  million  or  more 
per  year — on  the  program.  A  recipient 
would  be  accountable  to  no  one,  and 
field-switching  would  be  encouraged. 
Rod's  idea  is  to  get  away  from  grants- 
manship.  "Could  Einstein  have  written  a 
grant  application  to  discover  his  theory 
of  relativity?"  he  asks. 

The  other  board  members  are  for  the 
program,  but  question  its  magnitude. 
The  Alfred  P.  Sloan  Foundation  has  a 
similar  program,  Kirby  notes,  but  spends 
$2  million  a  year  on  it.  "Rod  wants  to 
spend  $30  million  and  we  don't  even 
know  if  there's  that  much  talent 
around,"  says  Kirby  with  a  shrug. 

Kirby  may  have  a  point,  to  judge  from 
some  of  the  nearly  3,000  grant  requests 
that  have  flooded  the  foundation  since 
January.  (One  Texas  mother  called  to 
alert  the  directors  that  her  three  children 
were  geniuses;  another  applicant  wanted 
money  to  track  Bigfoot  to  his  lair.)  Of  the 
first  three  grants,  none  was  to  an  individ- 


ual. The  biggest  was  $2.5  million,  given 
to  the  Better  Government  Association,  a 
Chicago-based  public  interest  group  that 
will  launch  nationwide  probes  into  gov- 
ernment corruption  over  the  next  five 
years.  The  others  were  $50,000  each  to 
Amnesty  International  and  the  Califor- 
nia League  of  Cities  to  study  the  effect  of 
Proposition  13  on  government.  Last 
month  the  board  okayed  a  dozen  other 
grants  totaling  $973,000. 

There  are  signs  that  Rod  is  beginning 
to  prevail.  Later  this  month,  the  founda- 
tion will  add  seven  outside  directors*  to 
the  board,  which  could  break  the  dead- 
lock in  naming  a  president.  All  except 
Rod  wanted  to  hire  Mark  W.  Cannon, 
administrative  assistant  to  U.S.  Chief 
Justice  Warren  E.  Burger,  as  foundation 
president.  Last  March  Cannon  had  pre- 
pared a  654-page  report  of  ideas  for  the 
foundation,  which  Rod  dismissed  as  a 
mere  "collection  of  magazine  articles 
and  excerpts  from  books."  He  also  con- 
tended that  the  Chief  Justice  was  push- 
ing Cannon  for  the  job.  Kirby,  in  turn, 
accused  MacArthur  of  telling  "gratu- 

'Tbe  new  directors  ittcltule  John  E  Corhally,  former 
president  of  tlx  University  of  Illinois,  Gaylord  Freeman, 
former  chairman  of  tlx  First  National  Bank  of  Chicago: 
Murray  Gell-Man,  a  physicist  at  the  California  Imtitnte  of 
Technology;  Edward  H  Levi,  professor  at  the  University  of 
Clricago  Law  School;  Jonas  E  Salk,  director  of  the  Salk 
Institute  of  Biological  Studies;  William  E  Simon,  former 
Secretary  of  tlx  Treasury;  and  Jerome  B  Wiesner,  presi- 
dent of  M  I  T 


itous  lies."  Still,  Rod's  opposition  pos  j 
poned  Cannon's  appointment,  and  i 
retaliation,    says   Rod,   every  outsid 
director   he   recommended   has  bee 
"blackballed." 

Both  Rod  and  Kirby  now  see  eye-tc 
eye  on  the  need  for  new  directors,  but  s 
the  moment  that's  about  all.  Rod  n 
mains  uncomfortable  with  the  corporal 
interests  of  Kirby,  Ewig  and  Doolen.  A 
their  sole  antagonist,  he  is  convinced  th 
directors  want  to  kick  him  off  the  boars 
To  prevent  that,  and  "to  protect  the  ir 
terests  of  the  foundation,"  he  is  prepa 
ing  a  conflict-of-interest  suit  to  fil 
against  them  "if  necessary." 

"We  have  no  intention  of  leaving  Ro 
off  the  board,"  counters  Kirby.  "He  wi 
be  on  the  board  long  after  I'm  gone. 
Nevertheless,  Kirby  adds,  if  Rod  shoul 
sue,  the  board  will  fight  back. 

Rod  even  thinks  the  conflict  coui 
someday  alter  the  foundation's  futun 
For  instance,  it  could  achieve  tax-exemp 
status  and  hang  on  to  Bankers  Life  b 
becoming  a  foundation  solely  devoted  t 
medical  research  under  the  same  prov 
sion  in  the  Internal  Revenue  Code  ihi 
enables  the  Hughes  Medical  Institute  t 
continue  to  control  the  Hughes  Tool  Cc 

"It's  heresy  to  think  we  won't  be 
general  foundation,"  says  Kirby  though 
fully,  "but  there  are  other  alternatives  t 
consider."  There  are  indeed.  And  Bi 
Kirby  is  sure  to  study  them  all.  ■ 


In  late  June  some  500  guests  of  the 
late  John  D.  MacArthur,  one  of 
America's  last  billionaires,  will  fly  on 
chartered  jets  to  Florida  to  hoist  "a 
drink  or  two"  at  a  belated  wake. 

MacArthur,  an  eccentric  loner  who 
ran  his  insurance  empire  from  a  Palm 
Beach  hotel  coffee  shop,  died  Jan.  6, 
1978  at  80.  He  wanted  no  funeral. 
Most  people,  he  said  in  his  will,  "at- 
tend funerals  only  as  a  duty  .  .  .  but  it 
would  not  be  contrary  to  my  wishes  if 
my  wife  scheduled  a  memorial  service 
or  function  to  .  .  .  present  a  reason- 
able opportunity  or  excuse  for  my  rel- 
atives and  friends  to  get  together  for  a 
visit  and — perhaps  with  the  aid  of  a 
drink  or  two — to  reminisce  .  .  .  over 
past  events  and  departed  friends." 

Now,  MacArthur  is  getting  not  one 
wake  but  two.  The  first  party  was  in 
March  in  Chicago,  sponsored  by 
Bankers  Life  &  Casualty  Co.,  Mac- 
Arthur's  flagship  enterprise.  It  was  a 
modest  affair,  drinks  and  two  hours  of 
speeches  by  friends,  relatives  and  his 
widow,  Catherine.  But  for  his  son, 
Roderick,  a  self-made  millionaire,  it 
was  short  of  expectations.  His  father, 
says  Rod,  wanted  the  kind  of  wake 
where  "you  drank  good  whiskey  and 
ate  good  food  and  held,  if  the  crowd 


Rival  wakes 

justified  it,  in  a  nightclub  or  ball- 
room." So  Rod,  his  sister  and  their  92- 
year-old  aunt  will  host  the  Florida 
bash.  Catherine  MacArthur,  who  op- 
poses the  second  wake,  will  not  at- 
tend. Who  will  foot  the  bill?  If  the 
estate  won't,  Rod  says  he  will. 
Such  independence  comes  naturally 


Billionaire  John  D  MacArthur 

A  pair  of  contentious  goodbyes. 


to  the  feisty  and  talented  MacArthurs. 
John's  oldest  brother,  Alfred,  who 
gave  him  his  first  insurance  job,  be- 
came a  millionaire  as  president  of 
Central  Life  Insurance  Co.  John  was 
an  eighth-grade  dropout.  Twice  in  the 
early  years,  John  interrupted  his  insur- 
ance career  to  try  something  else.  He 
became  a  Royal  Air  Force  combat  pi- 
lot in  World  War  I  and  then  worked 
briefly  as  a  cub  reporter  on  Chicago's 
old  Herald  And  Examiner.  His  rewrite 
man  was  another  brother,  Charles, 
who  later  coauthored  (with  Ben 
Hecht)  the  famed  The  Front  Page.  A 
third  brother,  Telfer,  built  a  highly 
successful  suburban  Chicago  newspa- 
per chain.  General  Douglas  MacAr- 
thur was  a  cousin. 

Roderick  MacArthur,  58,  John's 
only  son,  became  a  millionaire  with- 
out his  father's  help.  ("If  I  gave  them 
$1  million,  they  would  never  do  a 
goddamn  thing,"  John  once  said  of 
Rod  and  his  sister,  Virginia.)  Rod  was 
a  news  service  correspondent  in 
France  after  World  War  II  and  tried 
writing  a  novel  before  going  into  his 
father's  bank  in  1959.  Eventually  he 
joined  Bankers  Life,  but  left  to  start 
his  own  business  when  his  father  de- 
nied him  a  raise.  — B.T. 
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"At  Armco's  No.  9  mine, 
we  averaged  20  tons  of  coal  per  man 
each  working  day  last  year. 
That's  21/2  times  your  usual 
West  Virginia  miner.9 '  m^^^^^amm 


Claude  Halstead  and  No.  9  were  Armco's  top  coal  performers  in  1978.  Among  our 
youngest,  too,  with  an  average  age  of  30.  All  our  1,300  miners  were  highly  productive. 
Altogether,  Armco  averaged  more  than  13  tons  of  coal  per  miner  a  day.  (West  Virginia's 
overall  average  was  8  tons.)  And  we're  getting  better.  At  No.  9,  productivity  went  up  four 
out  of  the  past  five  years.  Armco  produced  2,700,000  tons  of  coal  in  1978.  This  year, 
we'll  have  the  capacity  to  produce  4,000,000.  We've  got  enough  coal  in  the  ground  to 
last  Armco's  steelmaking  needs  for  centuries  to  come.  So  we  now  sell  coal  —  at  a  premium, 
because  Armco's  coal  is  clean  enough  to  meet  environmental  regulations.  Mining 
productivity  isn't  the  only  way  to  measure  an  industrial  company. 
But  it's  one  good  way.  Armco  has  more.  ^^^^"^ 


Claude  Halstead,  38,  operates  a  continuous  mining  machine  at 
Armco  Material  Resources'  No.  9  mine  near  Twilight,  W  Va. 


Armco.  General  Offices,  Middletown,  Ohio  45043. 
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The  Budd  Alternative: 


"How  today's  hybrid  metals  and  plastics 
trim  pounds  off  tomorrow's  vehicles'.' 


"The  automotive  industry  must 
continue  to  make  dramatic 
improvements  in  weight  reduc- 
tion and  fuel  efficiency.  And 
we  can  help'.' 

In  the  words  of  James  H. 
McNeal,  Jr.,  President  and 
Chief  Operating  Officer,  The 
Budd  Company,  "It's  a  Budd 
tradition.  We've  got  the  know- 
how,  the  manufacturing  facil- 
ities, the  experience  and  the 
'muscle'  to  meet  today's  need 
for  weight  reduction  design. 
Here's  how. . '.' 

Budd's  doing  it  with  new 
ideas  and  new  materials.  With 
fiberglass,  graphite  compos- 
ites, aluminum  and  steel.  And 
with  combinations  of  all  these, 
and  more,  to  produce  tough, 
lightweight,  versatile  vehicles. 

We've  already  taken  a  giant 
step  by  helping  design  and 
build  a  heavy-duty  truck  cab 
made  of  aluminum,  with  a 
glass-fiber-reinforced  polyester 
front  end.  It  not  only  saves 
weight  but  reduces  rust  and 
corrosion  problems,  too. 

Aluminum  and  reinforced 
plastic  wheels  are  on  our  draw- 
ing boards  and  in  our  test 
cells,  too.  These  wheels 
will  be  as  strong  as  today's 
wheels.  But  could  weigh 
as  much  as  50% 
less. 


Budd  low-shrink  Sheet 
Molding  Compounds  (SMC) 
are  the  choice  of  most  U.S. 
carmakers  when  light  weight, 
high  strength  and  high  quality 
finish  are  required.  From  front 
ends  to  rear  decks.  Tailgates  to 
body  panels. 

These  lightweight,  innovative, 
practical  solutions  are  based 
on  the  applications  of  materials 
and  design  concepts  that  are 
available  now.  So,  if  you're 
interested  in  controlling  your 
weight  while  still  keeping  up 
your  strength,  we've  got  the 
alternatives-  in  design,  facilities 
and  manpower. 


The  challenge  of  change. 
Budd  is  at  the  forefront  work- 
ing with  new  applications  of 
lighter  materials  — steel,  alumi- 
num, plastics,  fiberglass, 
graphite  fibers,  exotic  metal 
alloys  and  more.  The  future 
promises  a  choice  from  many 
developing  new  technologies, 
materials,  ideas.  Researching 
the  theoretical  solutions.  Test- 
ing. Modifying.  Retesting.  De- 
veloping the  practical  answers. 
If  you'd  like  to  learn  what  we've 
learned,  write  The  Budd  Com- 
pany. 3155  West  Big  Beaver 
Road,  Troy,  Michigan  48084. 


THE  PROBLEM 

SOLVERS 
FROM  BUDD. 
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Who  Gets  The  Most  Pay 


How  much  does 
your  boss 
make? 


ane  Fonda  made  more  money 
ast  year  than  did  the  top  man  at 
General  Motors,  Exxon  or  Gener- 
il  Electric.  As  a  group,  those  who 
un  American  business  raised 
heir  salaries  and  bonuses  13% 
ast  year— slightly  more  than  the 
ute  of  inflation. 
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Chairman  Harry  A.  Merlo  of  Louisiana-Pacific  had  a 
problem  last  year.  In  1977  L-P's  board  of  directors 
amended  its  stock-option  plan  to  enable  him  to  benefit 
from  increases  in  the  stock  price  without  buying  the  shares.  It 
was  a  logical  enough  move:  If  Merlo  could  benefit  the  share- 
holders, why  shouldn't  he  benefit,  too?  The  rise  in  L-P's 
earnings  and  stock  price  yielded  Merlo  a  gain  of  $1,631,700  last 
year,  on  top  of  his  $353,500  salary  and  bonus.  In  fact,  therein 
lay  Merlo's  problem:  how  to  pay  the  tax  on  the  unusual  gains. 
The  problem  was  solved  by  an  added  special  bonus  of  $914,840 
provided  for  in  the  Executive  Bonus  Plan.  And  all  that — plus 
some  $523,000  in  insurance,  personal  perquisites  and  contin- 
gent compensation — earned  Merlo  the  top  spot  on  Forres'  list 
of  chief  executives,  with  total  remuneration  of  $3,423,220. 

Sound  complicated?  It  is.  Under  the  Securities  &  Exchange 
Commission's  new  disclosure  rules  for  proxy  statements,  com- 
panies are  required  to  report  executive  compensation  in  new 
and  different  ways.  The  major  SEC  change  is  the  requirement 
that  compensation  be  divided  into  two  categories,  1)  cash  and 
equivalents  (including  paper  profits  from  stock  options)  and  2) 
contingent  compensation.  In  preparing  its  report  on  chief 
executive  compensation,  Forres  followed  SEC  practice  in 
most  ways  but  excluded  profits  from  stock  options,  on  the 
grounds  that  the  latter  are  more  like  investment  profits  than  a 
direct  payment  from  the  employing  company.  Interestingly, 
there  are  on  the  list  a  few  chief  executives — for  example,  J.  Paul 
Sticht  of  R.f.  Reynolds  Industries  and  John  Duncan  of  St.  Joe 
Minerals — whose  total  remuneration  is  slightly  less  than  their 
salary  and  bonus  because  of  a  decline  during  the  year  of  the 
value  of  so-called  SARs  (stock  appreciation  rights)  held. 

The  SEC's  new  reporting  requirements,  while  increasing  the 
amount  of  information  on  executive  pay,  not  only  made  year- 
to-year  comparison  impossible  but  also  left  a  good  deal  of 
uncertainty  in  comparing  total  compensation  from  company 
to  company.  However,  one  area  of  year-to-year  comparability 
survived  the  SEC's  new  reporting  requirements:  the  CEO's 
salary  and  bonus,  the  first  of  the  two  compensation  columns  in 
the  table  on  the  following  page. 

In  salary  and  bonus  terms,  how  did  the  average  company 
boss  make  out  last  year  as  compared  with  the  year  before?  To 
find  out,  Forres  examined  the  proxy  statements  of  803  of  the 
largest  U.S.  companies.  This  group,  previously  reported  on  in 
Forres'  Annual  Directory  Issue  (May  14),  is  composed  of  the 
500  largest  publicly  owned  companies  in  terms  of  sales,  assets, 
profits  and  stock  market  valuation.  For  the  802  companies  for 
which  pay  information  was  available,  the  total  salaries  and 
bonuses  of  the  chief  executives  add  up  to  $245.1  million,  or  an 
average  of  $306,000. 

In  1977  the  total  was  $214.4  million,  or  an  average  of 
$270,000,  making  for  a  year-to-year  increase  of  13.3% — on  an 
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inflation-adjusted  basis  the  gain  was  about  4%.  Over  those 
same  two  years  the  profits  of  the  top  500  U.S.  public  compa- 
nies (Forbes,  May  14)  were  up  15.4%.  Conclusion:  If  the  boards 
weren't  exactly  cheap  about  the  boss'  paycheck,  neither  were 
they  exceptionally  generous.  The  25  top  compensation-getters 
(see  table  below)  received  an  average  of  $639,000  in  1978,  or 
approximately  9%  more  than  the  average  $586,000  earned  by 
the  top  25  the  preceding  year.  Not  one  of  them  made  in  salary 
and  bonuses  anything  like  the  estimated  $2  million-plus  that 
Jane  Fonda  grossed.  Few  would  even  have  been  rated  well  off  in 
a  gathering  of  independent  Texas  oilmen.  The  men  who  run 
America's  top  companies  are  hardly  suffering,  but  neither  are 
most  of  them  getting  rotten  rich. 

An  interesting  regularity  can  be  discovered  by  careful  study 
of  the  table.  Corporate  boards  of  directors  and  compensation 
committees  seem  to  believe  that  the  larger  a  company's  rev- 
enues, the  heavier  the  load  on  the  chief  executive,  and  there- 
fore the  larger  his  pay  and  bonus  should  be.  The  median  salary 
and  bonus  for  the  CEOs  of  214  companies  with  revenues  under 
$500  million  is  $169,000.  For  189  companies  with  $500  mil- 
lion to  $1  billion  in  revenues,  the  median  salary-plus-bonus 
figure  rises  to  $253,000.  For  339  companies  of  $1  billion  to  $5 
billion  revenues  it  is  $353,000;  and  for  60  companies  of  $5 
billion  and  up,  it  is  $492,000. 

Maybe  that's  why  companies  sometimes  do  silly  things — 
like  Mobil  buying  Marcor  (p.  41)  to  get  bigger  just  for  the  sake 
of  getting  bigger.  Doesn't  it  make  more  sense  to  tie  executive 
rewards  to  something  like  return  on  equity  (or  improvements 
in  return  on  equity)?  Keep  that  in  mind  when  you  study  the 
total  compensation  figures;  to  the  extent  that  they've  done 
well  by  their  stockholders,  who  is  to  say  that  some  of  these 
fellows  making  $1  million-plus  haven't  earned  it?  ■ 


The  25  best-paid 

corporate  executives 

Salary, 

Payment 

Personal 

Contingent 

bonus, 

on  stock 

and  vested 

and  other 

directors' 

appreciation 

benefits, 

forms  of 

Rank 

Company 

CEO 

fees 

rights 

etc. 

remuneration 

Total 

L. 

Louisiana-Pacific 

Harry  A.  Merlo 

$  353,500 

$2,546,540 

$  31,300 

$  491,880 

$3,423,220 

2. 

Warner  Comm 

Steven  J.  Ross 

1,036,913 

31,390 

1,392,105 

2,460,408 

3. 

Boeing 

Thornton  A.  Wilson 

516,744 

709,875 

73,241 

817,648 

2,117,508 

4. 

Norton  Simon 

David  J.  Mahoney 

916,667 

1,120,388 

27,203 

2,064,258 

5. 

American  Standard 

William  A.  Marquard 

550,000 

10,092 

1,493,750 

2,053,842 

6. 

Braniff  Intl 

Harding  L.  Lawrence 

470,127 

1,448,715 

21,794 

1,940,636 

7. 

Intl  Harvester 

Archie  R.  McCardell 

1,906,658 

1,906,658 

8. 

Harris  Corp 

Joseph  A.  Boyd 

374,685 

1,092,000 

223,961 

1,690,646 

9. 

20th  Century-Fox 

Dennis  C.  Stanfill 

581,255 

8,189 

728,000 

1,317,444 

10. 

Cabot 

Robert  A.  Charpie 

558,611 

452,700 

280,011 

1,291,322 

11. 

Mobil 

Rawleigh  Warner  Jr 

792,000 

25,393 

401,112 

1,218,505 

12. 

Continental  Oil 

Howard  W.  Blauvelt 

549,867 

20,449 

646,631 

1,216,947 

13. 

NCR 

William  S.  Anderson 

523,215 

676,636 

1,199,851 

14. 

SmithKline 

Robert  F.  Dee 

453,131 

10,706 

699,062 

1,162,899 

15. 

Atlantic  Richfield 

Robert  O.  Anderson 

700,000 

27,091 

387,219 

1,114,310 

16. 

City  Investing 

George  T.  Scharffenberger 

682,700 

5,415 

394,676 

1,082,791 

17. 

Ford  Motor 

Henry  Ford  II 

705,000 

1,132 

350,938 

1,057,070 

18. 

Gulf  United 

E.  Grant  Fitts 

450,000 

34,496 

562,245 

1,046,741 

19. 

Colt  Industries 

George  A.  Strichman 

540,850 

158,429 

316,500 

1,015,779 

20. 

American  Broadcasting 

Leonard  H.  Goldenson 

750,000 

248,115 

998,115 

21. 

Exxon 

Clifton  C.  Garvin  Jr 

767,500 

55,256 

174,561 

997,317 

22. 

General  Motors 

Thomas  A.  Murphy 

475,000 

21,000 

500,000 

996,000 

23. 

Allis-Chalmers 

David  C.  Scott 

517,059 

21,755 

453,309 

992,123 

24. 

Dun  &.  Bradstreet 

Harrington  Drake 

450,000 

534,082 

984,082 

25. 

Northrop 

Thomas  V.  Jones 

350,000 

180 

625,309 

975,489 

Definitions 


Salary  and  bonus 

Includes  all  of  the  following,  except  where  payment  has  be* 
deferred  to  fiscal  1980  or  later:  salary;  bonuses  paid  in  cash 
unrestricted  shares  of  company  stock;  directors'  fees  paid 
the  listed  company  or  its  subsidiaries.  Excludes  bonuses  earn 
in  prior  years  and  paid  in  1978  and  directors'  fees  receiv 
from  unaffiliated  companies. 

Total  remuneration 

Includes,  in  addition  to  the  above:  1)  "cash  equivalent"  torr 
of  compensation,  such  as  company  payment  of  life  insuran 
premiums  or  club  dues,  use  of  company  cars  or  planes,  physic 
examinations  and  other  fringe  benefits;  2)  salary  or  bonus 
earned  in  1978  but  deferred  for  payment  in  fiscal  1980  or  late 
3)  the  value  of  restricted  stock  awarded  in  1978;  4)  cash 
shares  paid  in  settlement  of  "stock  appreciation  rights"  exe 
cised;  5)  "contingent  remuneration,"  such  as  the  increase  ( 
decrease)  in  the  value  of  stock  appreciation  rights  still  ou 
standing  at  the  end  of  the  year  and  accruals  under  deferrt 
compensation  agreements;  6)  the  portion  attributable  to  19i 
of  payments  made  at  the  conclusion  of  multiyear  performam 
periods  in  accordance  with  long-term  incentive  plans. 
Excludes:  1)  amounts  earned  in  prior  years  and  paid  in  197 
2)  the  value  of  restricted  stock  awarded  in  prior  years  ar 
vested  or  released  from  restrictions  in  1978;  3)  "paper  profit! 
created  by  exercise  of  stock  options  at  prices  below  the  currei 
market  price;  and  4)  accruals  for  pension  plans. 
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Who  GetsThe  Most  Pay 


irry  A.  Merlo 

aiisiana-Pacific 
,423,220 


Steven  J.  Ross 

Warner  Comm. 
$2,460,408 


Thornton  A.  Wilson 

Boeing 
$2,117,508 


David  J.  Mahoney 

Norton  Simon 
$2,064,258 


William  A.  Marquard 

American  Standard 
$2,053,842 


ardirag  L.  Lawrence 

Janiff  International 
,940,636 


Archie  R.  McCardell 

International  Harvester 
$1,906,658 


Joseph  A.  Boyd 

Harris  Corp. 
$1,690,646 


Dennis  C.  Stanfill 

20th  Century-Fox 
$1,317,444 


Robert  A.  Charpie 

Cabot 
$1,291,322 


itwleigh  Warner  Jr. 

lobil 
,218,505 


Howard  W.  Blauvelt 

Contintental  Oil 
$1,216,947 


William  S.  Anderson 

NCR 
$1,199,851 


Robert  F.  Dee 

SmithKline 
$1,162,899 


Robert  O.  Anderson 

Atlantic  Richfield 
$1,114,310 


T.  Scharffenberger 

ity  Investing 
,082,791 


Henry  Ford  D 

Ford  Motor 
$1,057,070 


E.  Grant  Fitts 

Gulf  United 
$1,046,741 


George  A.  Strichman 

Colt  Industries 
$1,015,779 


Leonard  H.  Goldenson 

American  Broadcasting 
$998,115 


Lifton  C.  Garvin  Jr. 

'.cxon 
! '97,3 17 


Thomas  A.  Murphy 

General  Motors 
$996,000 


David  C.  Scott 

Allis-Chalmers 
$992,123 


Harrington  Drake 

Dun  &  Bradstreet 
$984,082 


Thomas  V.  Jones 

Northrop 
$975,489 
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Who  Gets  The  Most  Pay 


Compensation 


salary  &  total  Years  served 


bonust 

remunerationt 

"with 

as 

Business 

Rank 

Lompany 

Chief  executive 

/  <T  t \C\(\\ 

($000) 

($000) 

Age 

company 

chief 

Place  of  birth 

background 

44 

Abbott  Laboratories 

'Edward  J  Ledder 

393 

776 

61 

39 

6 

Chicago,  111 

Marketing 

390 

ACF  Industries 

John  F  Burditt 

234 

338 

61 

30 

12 

Newton  Center,  Mass 

Finance 

170 

Aetna  Life  &  Cas 

John  H  Filer 

457 

514 

54 

20 

6 

New  Haven,  Conn 

Legal 

408 

H  F  Ahmanson 

William  H  Ahmanson 

296 

319 

53 

29 

10 

Omaha,  Neb 

Administration 

141 

Air  Prods  &  Chems 

Edward  Donley 

383 

549 

57 

36 

5 

Highland  Park  Mich 

Tfi'hn  i  ( ■  a  1 

1  LV,1 11 1 1  v,  d  1 

452 

Akzona 

Claude  S  Ramsey 

292 

292 

54 

29 

12 

Asheville,  NC 

Administration 

723 

Alabama  Bancorp 

John  W  Woods 

135 

151 

47 

9 

7 

Evanston,  111 

Banking 

145 

Albertson's 

Warren  E  McCain 

329 

545 

53 

27 

2 

Logan,  Kan 

Operation 

296 

Alco  Standard 

Tinkham  Veale  II 

365 

387 

64 

13 

13 

Topeka,  Kan 

Founder 

310 

Alexander  &  Alexander 

John  A  Bogardus  Jt 

288 

380 

51 

28 

1 

New  York,  NY 

ln*;i  irancf" 

165 

Allegheny  Ludlum  Ind 

Robert  J  Buckley 

415 

518 

55 

7 

4 

New  York,  NY 

Production 

657 

Allegheny  Power 

Charles  B  Finch 

172 

178 

59 

25 

7 

New  York,  NY 

Legal 

769 

Allied  Bancshares 

Gerald  H  Smith 

113 

127 

48 

20 

7 

Groveton,  Tex 

Banking 

229 

Allied  Chemical 

2John  T  Connor 

440 

448 

64 

12 

10 

Syracuse,  NY 

Legal 

102 

Allied  Stores 

Thomas  M  Macioce 

500 

604 

60 

19 

7 

New  York,  NY 

I  ppal 

23 

Allis-Chalmers 

David  C  Scott 

517 

992 

63 

10 

10 

Akron,  Ohio 

Technical 

72 

Alcoa 

W  H  Krome  George 

523 

699 

61 

37 

4 

St  Louis,  Mo 

Technical 

237 

A  MAX 

Pierre  Gousseland 

405 

436 

57 

30 

2 

France 

Technical 

470 

Amdahl 

Gene  M  Amdahl 

280 

284 

56 

8 

8 

Flandreau,  SD 

Founder 

623 

Amerada  Hess 

Leon  Hess 

200 

200 

65 

46 

6 

Asbury  Park,  NJ 

Founder 

319 

American  Airlines 

Albert  V  Casey 

373 

375 

59 

5 

5 

Boston,  Mass 

Finance 

793 

American  B  &  T  Pa 

Samuel  A  McCullough 

96 

108 

40 

3 

1 

Pittsburgh,  Pa 

Banking 

80 

American  Brands 

Robert  K  Heimann 

668 

668 

60 

25 

6 

New  York,  NY 

Marketing 

20 

Amer  Broadcasting 

Leonard  H  Goldenson 

750 

998 

73 

45 

29 

Scottdale,  Pa 

Legal 

108 

American  Can 

William  F  May 

559 

591 

63 

40 

13 

Chicago,  111 

Operations 

303 

American  Cyanamid 

Dr  James  G  Affleck 

336 

385 

56 

32 

3 

Yonkers,  NY 

Administration 

521 

American  Elec  Power 

Willis  S  White  Jr 

232 

257 

52 

30 

3 

Portsmouth,  Va 

Technical 

154 

American  Express 

James  D  Robinson  HI 

430 

529 

43 

8 

2 

Atlanta,  Ga 

Finance- 

118 

American  Financial 

Carl  H  Lindner 

500 

573 

60 

25 

25 

Dayton,  Ohio 

Founder 

543 

American  Fletcher 

Frank  E  McKinney  Jr 

243 

244 

40 

1 1 

6 

Indianapolis  Ind 

Banking 

587 

Amer  Genl  Insurance 

Harold  S  Hook 

210 

220 

47 

9 

1 

Kansas  City,  Mo 

Insurance 

26  American  Home  Products 

William  F  Laporte 

415 

972 

65 

41 

14 

New  York,  NY 

Administration 

254 

Amer  Hospital  Supply 

Karl  D  Bays 

393 

419 

45 

20 

8 

Loyall,  Ky 

Sales 

407 

American  Intl  Group 

Maurice  R  Greenberg 

180 

320 

54 

18 

12 

New  York,  NY 

Insurance- 

275 

American  Motors 

Gerald  C  Meyers 

316 

404 

50 

17 

1 

Buffalo,  NY 

Technical 

638 

American  Natl  Finl 

Orson  C  Clay 

183 

192 

48 

8 

1 

Bountiful,  Utah 

Administration 

532 

Amer  Natural  Resources 

Arthur  R  Seder  Jr 

240 

252 

59 

19 

2 

Oak  Park,  111 

Legal 

614 

American  Petrofina 

Richard  I  Galland 

183 

205 

62 

21 

10 

Denver,  Colo 

Legal 

792 

Amer  Savings  &  Loan 

Morris  N  Broad 

99 

110 

44 

22 

14 

Burlington,  Vt 

Finance 

625 

American  Security 

Carleton  Stewart 

187 

199 

58 

3 

3 

Chicago,  111 

Banking 

5 

American  Standard 

William  A  Marquard 

550 

2,054 

59 

26 

7 

Pittsburgh,  Pa 

Operations 

603 

American  Stores 

William  R  Deeley 

206 

211 

56 

22 

1 

Mt  Vernon,  Ohio 

Administration 

42 

American  Tel  &  Tel 

3John  D  deButts 

777 

816 

64 

42 

7 

Greensboro,  NC 

Operations 

302 

AMF 

W  Thomas  York 

353 

385 

45 

10 

1 

Aichdale,  NC 

Finance 

379 

Amfac 

Henry  A  Walker  Jr 

327 

342 

57 

31 

11 

Honolulu,  Haw 

Operjtions 

241 

AMP 

Joseph  D  Brenner 

266 

432 

62 

32 

7 

Carlisle,  Pa 

Production 

544 

Amstar 

Robert  T  Quittmeyer 

243 

244 

58 

23 

7 

Peekskill,  NY 

Legal 

361 

Amsted  Industries 

Goff  Smith 

267 

350 

62 

32 

5 

Jackson,  Tenn 

Sales 

478 

Anderson,  Clayton 

Thomas  J  Barlow 

266 

278 

57 

33 

12 

Houston,  Tex 

Operations 

243 

Anheuser-Busch 

August  A  Busch  ID 

429 

431 

42 

21 

4 

St  Louis,  Mo 

Marketing 

tFor  Forbes  definitions  and  methodology  see  page  118.  'Succeeded  by  Robert  A.  Schoellhorn,  4/20/79. 

Succeeded  by  Edward  L.  Hennessey,  Jr.,  5/1/79. 
'Succeeded  by  Charles  L.  Brown,  2/1/79. 
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American  Safety  Razor  gives  America  the  edge  in  blades. 


The  Home  Insurance  Company  gives  American  Safety  Razor 
the  edge  in  insurance  protection. 

American  business  turns  to  The  Home  for 
innovative,  dependable  insurance. 

The  Home  Group,  Inc. 

A  City  Investing  Company 

The  Home  Insurance  Company  •  The  Home  Indemnity  Company 


Liggett  is  a  group  of  growth 
companies  with  leading  brands  in 
growth  industries. 

Look  at  them  as  a  group  and 
the  trend  is  apparent. 

From  our  earliest  diversifica- 
tion to  brands  like  J&B  and  ALPO 


to  our  most  recent  of  Pepsi-Cola 
bottlers  and  DP/Superstar  physi- 
cal fitness  products  and  sporting 
goods,  the  pattern  is  growth. 

As  it  will  be  with  those  we 
are  now  actively  seeking. 

If  growth  is  your  investment 
target,  look  into  Liggett.  And,  if 


growth  is  your  company's  pat- 
tern, by  all  means  invite  us  to 
look  into  you. 


The  companies  of  your  pleasure. 

SPIRITS  &  WINES:  J&B,  WILD  TURKEY,  GRAND  MARNIER,  BOMBAY,  CAMPARI,  OTARD,  FAZI  BATTAGLIA,  BERTANI,  ACHAIA  CLAUSS, 
CROFT,  HENRIOT,  SOTTO  VOCE,  VIN  FOU.  PET  FOODS:  ALPO,  ALPO  BEEF  FLAVORED  DINNER,  ALAMO, 
LIV-A  SNAPS.  CHEWING  &  PIPE  TOBACCOS:  RED  MAN,  RED  HORSE,  VELVET,  GRANGER,  EDGEWORTH. 
OTHER  PRODUCTS:  DP/SUPERSTAR,  PEPSI-COLA*  3-MINUTE  BRAND,  SUPER  POP,  BLUE  LUSTRE,  RINSENVAC,  BRITE. 

I  'Pepsi-Cola  Bottling  Co.  of  Fresno.      Campari, 48 proof,  Austin,  Nichols  &  Co.,  Lawrenceburg,  Ky;  Bombay,  86 proof,  Grand  Marnier,  80 proof.  Carillon  Importers  Ltd.,  NYC. 

©  Liggett  Croup  Inc.  1979 
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Harris  technology 
on  the 
job 

In  information 
systems, 

Harris  produces 
data  processing 
terminals, 
general-purpose 
computers, 
word  processing 
systems  and 
supervisory 
control  systems. 

Harris  helps 
utilities  of  all  sizes 

...   ...  Harris  electric  power  control  system  for 

generate  and  dlStriDUte  the  Lower  Colorado  River  Authority 

electricity  more  efficiently  Provide  more  dependable  service 
to  their  customers.  With  equipment  ranging  from 
basic  supervisory  power  control  and  data  acquisition 
systems  to  complete,  computer-based  power  control  centers. 

Harris  technology  works  worldwide— in  communication 
equipment,  information  systems,  government  systems, 
semiconductors  and  printing  equipment.  For  information,  write: 
Harris  Corporation,  Melbourne,  Florida  32919. 


COMMUNICATION  AND 
INFORMATION  PROCESSING 


Who  Gets  The  Most  Pay 


Compensation 


salary  &. 

total 

Years  served 

bonust 

remunerationt 

with 

as 

Business 

jnk 

• 

L^ompany 

Cornet  executive 

Konm 

Age 

company 

chief 

Place  of  birth 

background 

341 

\  R  A  Sfrvii'f'v 
IX i\ n  jciiiivs 

William  S  F-i^hfii;in 

*•  I  !  I  '.  tJ  1  1  1   J   I  1^11  IIIU  11 

347 

360 

63 

39 

4 

Clinton,  Ind 

Founder 

o  if 

ArPnpr  Dimple  V^i/1I'1TK1 

/\rnicr  i  'dint  is  iTiiuidiiu 

LrWdVIIC  V t  /lUUICdS 

376 

376 

61 

8 

8 

Worthington,  Minn 

Finance 

706 

Arizona  Bank 

Donald  B  Tostenrud 

157 

159 

54 

20 

1 

Estherville,  Iowa 

Banking 

743 

Ati7nn3  Piihlin  Sprv 
r\ll£.l.llld  r  uuill  Jcl  V 

Keith  I  Turlev 

125 

137 

56 

27 

5 

Mesa,  Ariz 

Administration 

658 

Ark  Louisiana  Gas 

Edward  Sheffield  Nelson 

165 

178 

38 

15 

6 

Keevil,  Ark 

Marketing 

^7^ 

J;  J 

A  r  1  f»n  Dii'ilit    Aj  Flvnt 
rtiicii  rvtdiiy  ot  L/vpi 

Arthur  f-  C  ('k\ittti 

225 

225 

49 

8 

8 

Brooklyn,  NY 

Founder 

1 10 

Armco 

*C  Willi  am  Vpritv  Ir 

V     *  *  lllltilll    VCllly  Jl 

470 

587 

62 

38 

13 

Middletown,  Ohio 

Administration 

JUU 

/AlHIS II Ullg  v  III  K 

H  arfv  A  Iptkph 
ndll  y  t\.  JC1ISC11 

268 

268 

60 

38 

1 

Council  Bluffs  Iowa 

Marketing 

394 

ASARCO 

Charles  F  Barber 

335 

335 

62 

23 

8 

Chicago,  111 

Legal 

156 

Ashland  Oil 

Orin  E  Atkins 

515 

528 

55 

29 

14 

Pittsburgh,  Pa 

Legal 

til  7 

A  ecnrtQtprl  I    r v  f  '  i.jii  l 

r\ssuLidicu  ury  vjuuus 

R S pri 't r (\  R  Pi vi riilitt 
rvicildiu  rv  r  iviiiiiiu 

185 

305 

49 

25 

3 

Youngstown,  Ohio 

Administration 

780 

A  tllTlMr   R  1  f"W /A.f*-r\ 
/Alldlillt  DdlltUlU 

Rill v  I  Walkpr 

Dill  y    f    f  IdlKCl 

1 12 

112 

48 

30 

3 

Baker  County,  Fla 

Banking 

is 

Atlantic  Richfield 

Robert  O  Anderson 

700 

1,114 

62 

37 

14 

Chicago,  111 

Production 

too 

Auto  Data  Processing 

Pranl/  R  T  □iirpnnpro 

ridiiK  rv  iduitiiutit; 

275 

275 

55 

26 

3 

Paterson,  NJ 

Marketing 

189 

Avco 

)ames  R  Kerr 

470 

486 

61 

24 

9 

Las  Vegas,  NM 

Administration 

134 

Simon  Sheib 

552 

558 

63 

19 

9 

New  York,  NY 

Legal 

111 

Av nn  Pfnniirtc 
r\VUII  nuuuiis 

David  W  MitrVipll 

IJ a  VIU    **   1»  11  IvllCll 

484 

585 

51 

31 

3 

Pasadena  Cal 

Sales 

697 

Bache  Group 

Harry  A  Jacobs  Jr 

162 

162 

58 

33 

2 

New  York,  NY 

Investment 

226 

Ralfpr  I n t prn.i H rni.i  1 

Earnest  H  Clark  Jr 

426 

450 

52 

32 

14 

Birmingham,  Ala 

Technical 

342 

Baldwin-United 

Lucien  Wulsin 

331 

360 

62 

40 

17 

Cincinnati,  Ohio 

Legal 

323 

R a 1 1  v  iVl amifaf*i"ii\rino 

i-i  a  1 1  y   iMdllUltlvlul!  "M 

William  T  O'Diinnell 

**  III  Idlll    X    V  »  IsllIlllVIl 

324 

370 

56 

33 

16 

Chicago,  111 

Sales 

7  03 

Raltimdrp  f^ac  &  FIpp 
l>d i  11 1 1 1  IP  1  t  VTdS  Ot  L1CL. 

C  FrlwarH  Iltprmnhlp  Ir 

156 

159 

64 

45 

9 

Baltimore  Md 

Technical 

307 

RanCal  Tri  State 

CViaiinrpv  F  Srhmiflt 

VlldUllVCV    Lj  'LllllIIUl 

372 

382 

48 

3 

3 

Oxford  Iowa 

Banking 

764 

R'lnni  Paimilar  PR 
I  UUUlal  1  x\ 

R  a  fa  pi  C^a  m  fin  Ir 

I\ aldCl    V    d  1 1 1 VH 1  J£ 

115 

129 

64 

46 

22 

San  Juan,  PR 

Finance 

571 

BancOhio  Corp 

Robert  G  Stevens 

227 

227 

49 

3 

3 

Marion,  111 

Banking 

236 

R 'in  1*  nf  Npw  Ynxlf 

Fllmtt  Avprptt 

LilllUll  /if  CICll 

240 

436 

61 

39 

4 

Chatham,  NI 

Banking 

S9l 

Bank  of  Virginia 

Frederick  Deane  Jr 

206 

217 

52 

25 

5 

Boston,  Mass 

Finance 

130 

RanL  A  m prlra  frim 
L>dllrvr\llll_MVd  V  III  J_* 

A  1 H  pn  \^      1  'i  1 1  v  <>  n 

525 

562 

56 

29 

9 

Hamilton  111 

Finance 

420 

lldllKtl  S    llusl  IX  X 

AlfrpH  Rrittain  ITT 
A 1 1  K  u  iMiiidin  ill 

277 

310 

56 

32 

4 

Evanston  111 

Banking 

643 

Barnett  Banks  Fla 

'Guy  W  Botts 

189 

189 

64 

15 

15 

Milton,  Fla 

Banking 

298 

Ravtpr  TYavpnnl 

UdAlCl    1  1  d  V  t  Hill 

W ill iam  R      rana m 

»'  1  11  Id  III  L»  VIIdlldlH 

350 

385 

67 

34 

26 

Chicago,  111 

Legal 

1  730 

BayBanks 

VVilliam  M.  Crozier  Jr 

137 

148 

46 

15 

4 

New  York,  NY 

Banking 

70 

Beatrice  Foods 

^Wallace  N  Rasmussen 

528 

706 

65 

45 

2 

Beatrice  Neb 

Technical 

383 

R pf  ii m an  Instni m pti tc 

LILVISllldll  I  1  !  S  1 1  U  1 1  1  t  1 1 1  s 

A  n*n nl H  f  "1  Rpp  u ma n 
niiiuiu  yr  lj  v  v  iv  1 1  id  1 1 

341 

341 

79 

44 

39 

Cullom,  111 

Founder 

264 

Becton,  Dickinson 

Wesley  J  Howe 

318 

410 

58 

30 

4 

Jersey  City,  NJ 

Administration 

715 

Belco  Petroleum 

Arthur  B  Belfer 

m  iiiui  li  m  ii  1 1 

153 

154 

72 

26 

26 

Poland 

Founder 

101 

Bendix 

William  M  Aupp 

595 

606 

41 

7 

2 

Boise  Ida 

Finance 

1 505 

DCUCllUdl  V.  1 II  II 

Finn  iM  WI  1  icnprtpn 
llllll    iTl    VV    V.  dSIIVISv  II 

265 

266 

37 

7 

2 

New  York  NY 

T  pp^I 

74 

Rptn iph I'm  S t pp! 

UC  LI11C1I C  111  JltLl 

Lewis  »»  i"*Jy 

374 

695 

64 

42 

4 

Somerset  County,  Pa 

Administration 

423 

Big  Three  Industries 

Harry  K  Smith 

296 

308 

67 

53 

23 

Pittsburgh,  Pa 

Administration 

i533 

Black  &  Decker 

Francis  P  T  iifMpr 

249 

251 

51 

16 

4 

Boston  M.ass 

Marketing 

653 

Blue  Bell 

I   Kimcpv  ;V\  inn 

l-i                   y  ir&dllll 

161 

182 

62 

33 

5 

La  Grange,  Ga 

Production 

671 

Boatmen's  Bancshares 

DnnalH  1\I  RranHin 

170 

171 

57 

23 

6 

New  York,  NY 

Banking 

3 

Boeing 

Thornton  A  ^Vilson 

517 

2,118 

58 

36 

10 

Sikeston  Mo 

Technical 

75 

Boise  Cascade 

John  B  Fery 

349 

692 

49 

22 

6 

Bellingham,  Wash 

Production 

54 

Borden 

Augustine  R  Marusi 

514 

755 

65 

39 

11 

New  York,  NY 

Sales 

89 

Borg- Warner 

lames  F  BerC 

385 

637 

56 

18 

7 

Chicago,  111 

Production 

76,H 

Borman's 

Paul  Borman 

120 

127 

46 

25 

14 

Detroit,  Mich 

Sales 

708 

Boston  Edison 

Thomas  J  Galligan  Ir 

158 

158 

59 

25 

8 

Watertown,  Mass 

Finance 

!  6 

Braniff  Intl 

Harding  L  Lawrence 

470 

1,941 

58 

14 

14 

Perkins,  Okla 

Administration 

tFor  Forbes  definitions  and  methodology  see  page  118.  4Succeeded  by  Harry  Holiday,  Ir.,  5/1/79. 

sTo  be  succeeded  by  Charles  E.  Rice,  7/1/79. 
To  be  succeeded  by  James  L.  Dutt,  7/11/79. 
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Who  GetsThe  Most  Pay 


■  Compensation 

salary  & 

total 

Years  served 

bonust 

remunerationt 

•with 

as 

Business 

Rank 

Company 

Chief  executive 

($000) 

($000) 

Age 

L  '  M  1  I  [Ml  1  \ 

Place  of  birth 

background 

642 

Briggs  &  Stratton 

Frederick  P  Stratton  Ir 

191 

191 

40 

5 

1 

Milwaukee,  Wise 

Finance 

49 

Bristol-Myers 

Richard  L  Gelb 

651 

769 

55 

29 

7 

New  York,  NY 

Administration 

731 

Broadview  Financial 

John  E  Rupert 

147 

147 

51 

25 

5 

Cleveland,  Ohio 

Administration 

578 

Brown-Forman  Dist 

W  L  Lyons  Brown  Jr 

225 

225 

42 

23 

3 

Louisville,  Ky 

Marketing 

337 

Brown  Group 

W  L  Hadley  Griffin 

248 

362 

61 

32 

10 

Edwardsville,  111 

Legall 

136 

Brunswick 

K  Brooks  Abernathy 

225 

556 

60 

17 

3 

Missoula,  Mont 

Operation 

599 

Bucyrus-Erie 

Norris  K  Ekstrom 

209 

213 

51 

17 

1 

Kiron,  Iowa 

Finance 

281 

Burlington  Inds 

William  A  Klopman 

389 

401 

57 

33 

2 

New  York,  NY 

Marketing 

H 

368 

Burlington  Northern 

Norman  M  Lorentzsen 

342 

348 

62 

44 

1 

Horace,  ND 

Operations! 

153 

Burroughs 

Paul  S  Mirabito 

360 

529 

64 

36 

1 

New  York,  NY 

Finance 

10 

Cabot 

Robert  A  Charpie 

559 

1,291 

53 

10 

10 

Cleveland,  Ohio 



Technical 

780 

California  First  Bank 

Toshio  Nagamura 

118 

120 

53 

31 

1 

Japan 

Banking; 

530 

Cameron  Iron  Works 

Myron  A  Wright 

250 

253 

68 

2 

2 

Blair,  Okla 

Administration 

249 

Campbell  Soup 

Harold  A  Shaub 

403 

428 

63 

36 

6 

Lancaster  County,  Pa 

Production 

424 

Campbell  Taggart 

Bill  O  Mead 

277 

307 

59 

19 

9 

Abilene,  Tex 

Sales 

121 

Capital  Cities  Comm 

Thomas  S  Murphy 

335 

571 

54 

24 

12 

Brooklyn,  NY 

Administration 

538 

Capital  Holding  Corp 

Thomas  C  Simons 

217tt 

250 

50 

1 

1 

Pasadena,  Cal 

Insurance 

327 

Carnation 

H  Everett  Olson 

315 

369 

72 

48 

16 

Chicago,  111 

Finance 

645 

Carolina  Pwr  &  Lt 

Shearon  Harris 

172 

187 

61 

21 

10 

Middleburg,  NC 

Legal 

262 

Carrier 

Melvin  C  Holm 

383 

411 

62 

42 

11 

Iron  River,  Mich 

Finance 

339 

Carter  Ha  wley  Hale 

Philip  M  Hawley 

350 

362 

53 

21 

2 

Portland,  Ore 

Retailing 

377 

Castle  &  Cooke 

Donald  1  Kirchhoff 

342 

342 

54 

23 

4 

St  Louis,  Mo 

Administration 

309 

Caterpillar  Tractor 

Lee  L  Morgan 

345 

380 

59 

33 

1 

Aledo,  111 

Marketing 

78 

CBS 

lohn  D  Backe 

672 

677 

46 

6 

2 

Akron,  Ohio 

Finance 

664 

CBT  Corp 

Walter  J  Connolly  Ir 

156 

174 

50 

18 

2 

Boston,  Mass 

Finance 

198 

Celanese 

John  D  Macomber 

430 

483 

51 

6 

1 

Rochester,  NY 

Administration 

573 

Central  &  South  West 

Silas  B  Phillips  Ir 

211 

226 

64 

39 

13 

Portland,  Ore 

Administration 

554 

Central  Bancorp 

Oliver  W  Birckhead 

150 

235 

57 

28 

7 

Brooklyn,  NY 

Administration 

618 

Central  Bancshares 

Harry  B  Brock  Ir 

198 

204 

53 

8 

8 

Fort  Payne,  Ala 

Founder 

546 

Central  Soya 

loseph  F  (ones 

243 

243 

64 

19 

3 

De  Soto,  Mo 

Production 

504 

Central  Tel  &  Utils 

Robert  P  Reuss 

235 

266 

61 

6 

6 

Aurora,  111 

Operations 

673 

Centran  Corp 

lohn  A  Gelbach 

160 

170 

61 

23 

8 

Ellwood  City,  Pa 

Finance 

292 

Certain-teed 

'Marcel  Levecque 

203 

389 

57 

3 

1 

France 

Technical 

53 

Cessna  Aircraft 

Russell  W  Meyer 

300 

758 

46 

5 

4 

Davenport,  Iowa 

Legal 

139 

Champion  Intl 

Andrew  C  Sigler 

475 

552 

47 

22 

4 

Brooklyn,  NY 

Marketing 

395 

Champion  Spark  Plug 

Robert  A  Stranahan  Ir 

330 

335 

64 

43 

24 

Toledo,  Ohio 

Administration 

511 

Charter  Company 

Raymond  K  Mason 

246 

263 

52 

27 

16 

Jacksonville,  FJa 

Founder 

230 

Charter  New  York 

Gordon  T  Wallis 

423 

445 

59 

38 

8 

Salt  Lake  City,  Utah 

Finance 

259 

Chase  Manhattan 

David  Rockefeller 

413 

413 

64 

33 

10 

New  York,  NY 

Banking 

266 

Chemical  New  York 

Donald  C  Platten 

383 

409 

60 

38 

6 

New  York,  NY 

Banking 

350 

Chesebrough-Pond's 

Ralph  E  Ward 

279 

356 

58 

32 

11 

Scotch  Plains,  NJ 

Marketing 

520 

Chessie  System 

Hays  T  Watkins 

248 

258 

53 

30 

8 

Fern  Creek,  Ky 

Finance 

125 

Chicago  Bridge  &  Iron 

Marvin  G  Mitchell 

251 

564 

62 

40 

9 

Waycross,  Ga 

Sales 

321 

Chromalloy  American 

Wesley  J  Barta 

363 

374 

66 

31 

1 

Finley,  ND 

Administration 

343 

Chrysler 

lohn  I  Riccardo 

343 

360 

54 

20 

3 

Little  Falls,  NY 

Finance 

173 

Chubb 

William  M  Rees 

416 

510 

63 

41 

9 

Brooklyn,  NY 

Operations 

739 

Cincinnati  G  &  E 

William  H  Dickhoner 

135 

140 

57 

38 

3 

Cincinnati,  Ohio 

Technical 

373 

CIT  Financial 

Walter  S  Holmes  Ir 

344 

344 

60 

20 

8 

South  River,  N( 

Finance 

99 

Citicorp 

Walter  B  Wriston 

387 

615 

59 

33 

9 

Middletown,  Conn 

Banking 

256 

Cities  Service 

Robert  V  Sellers 

400 

414 

52 

28 

7 

Bartlesville,  Okla 

Administration 

tFor  Forbes  definitions  and  methodology  see  page  1 18.  'Succeeded  by  Gabriel  Aufaure,  3/16/79. 

ttCEO  joined  company  in  1978,-  salary  data  less  than  full  year. 
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HOW  TO 
CALL YOUR 


DIAL  DIRECT 


If  your  area  has  International  Dialing,  you  can  call  around  the  world  in  almost 
no  time.  How?  By  dialing  yourself.  Without  Operator  assistance,  and  without 
waiting.  Want  Mannheim?  Just  dial: 


INTERNATIONAL  ACCESS  CODE 


COUNTRY  CODE 


CITY  CODE 


01 1  +  4-9  +  621  +  LOCAL  numder 

It's  that  easy!  And  you  save  money  when  you  dial  yourself-75c,  about  1 1  %  on 
a  3-minute  call  to  Mannheim.  Wunderbar! 

ALMOST  DIRECT 

Until  your  area  has  International  Dialing,  here's  the  next  best  way  to  save  time 
on  overseas  calls:  Dial  0,  and  tell  the  Operator  the  country  city  and  local  number 
you  want.  Have  all  your  information  at  hand,  because  the  fewer  questions  the 
Operator  asks,  the  faster  you'll  reach  your  party  De  sure  to  specify  Station  or 
Person  call.  And  on  Station  calls  not  requiring  special  operator  assistance, you  can 
get  the  same  low  rates  as  International  Dialing. 

PS.  Everyone  can  dial  direct  to  Canada,  the  Caribbean,  Alaska,  Hawaii, 
and  parts  of  Mexico  -just  as  you  dial  direct  to  cities  inside  the  continental  U.S. 

Tal  king  tonnage  or  trysting  with  Tristan,  keep  the  codes  handy  and  use 
them  when  you  want  to  call  the  world-fast! 


CODES  FOR  PRINCIPAL  CITIES  IN  THE  FEDERAL  REPUBLIC  OF  GERMANY  (49) 


Berlin 

Bochum 

Bonn 

Bremen 

Dortmund 


30 
234 
2221 
421 
231 


Duisburg 

Dusseldorf 

Essen 

Hamburg 

Hannover 


203 
21 1 
201 
40 
51  1 


Karlsruhe 

Mannheim 

Nurnberg 

Srurrgart 

Wupperral 


721 
621 
91 1 
711 
202 


(2)  Bell  System 


How  to  build  an  estate 
that  pays  out  without 
running  out. 


Who  GetsThe  Most  Pay 


Compensation 

salary  & 

total 

Years  served 

bonust 

remunerationt 

with 

as 

Busi  ness 

.ink 

Company 

Chief  executive 

($000) 

($000) 

Age 

company 

chief 

Place  of  birth 

background 

"  42 

Citizens  &  Southern 

Bennett  A  Brown 

138 

139 

50 

24 

1 

Kingstree,  SC 

Banking 

J  656 

Citizens  Fidelity 

I  David  Grissom 

155 

179 

40 

6 

2 

Portsmouth,  Ohio 

Legal 

I  16 

City  Investing 

George  T  Scharffenberger 

683 

1,083 

60 

13 

13 

Ridgewood,  NJ 

Operations 

138 

Clark  Equipment 

Bert  E  Phillips 

320 

552 

60 

31 

O 

Quincy,  111 

Marketing 

626 

Clark  Oil  &  Refining 

sOwen  L  Hill 

192 

198 

61 

20 

4 

Enid,  Okla 

Finance 

437 

Cleveland-Cliffs  Iron 

Samuel  K  Scovil 

214 

302 

56 

28 

2 

Cleveland,  Ohio 

Sales 

523 

Cleveland  Elec  Ilium 

Karl  H  Rudolph 

180 

256 

65 

37 

12 

Cleveland,  Ohio 

Finance 

497 

CleveTrust  Corp 

M  Brock  Weir 

269 

269 

57 

6 

6 

Wenatchee,  Wash 

Banking 

213 

Clorox 

Robert  B  Shetterly 

265 

463 

64 

42 

1 1 

Corning,  NY 

Marketing 

285 

Coastal  States  Gas 

Oscar  S  Wyatt  Ir 

388 

398 

54 

23 

23 

Beaumont,  Tex 

Founder 

1  47 

Coca-Cola 

J  Paul  Austin 

718 

771 

64 

29 

12 

La  Grange,  Ga 

Legal 

122 

Colgate-Palmolive 

'David  R  Foster 

402 

568 

59 

33 

8 

England 

Marketing 

414 

Colonial  Penn  Group 

lohn  J  MacWilliams 

300 

316 

50 

10 

9 

Syracuse,  NY 

Administration 

19 

Colt  Industries 

George  A  Strichman 

541 

1,016 

62 

16 

16 

Schenectady,  NY 

Administration 

460 

Columbia  Gas  Sys 

Bernard  J  Clarke 

277 

291 

58 

27 

3 

Philadelphia,  Pa 

Technical 

515 

Columbia  Pictures 

Francis  T  Vincent  Jr 

260* 

260 

41 

1 

1 

Waterbury,  Conn 

Legal 

716 

Columbus  &  So  Ohio 

'"Robert  J  Grueser 

145 

154 

61 

29 

2 

Pomeroy,  Ohio 

Operations 

247 

Combined  Insurance 

Clement  Stone 

381 

429 

51 

28 

6 

Evanston,  111 

Insurance 

68 

Combustion  Engnrng 

Arthur  J  Santry  Jr 

469 

709 

60 

L6 

1  6. 

10 

Brookline,  Mass 

Legal 

787 

Commerce  Bancshares 

lames  M  Kemper  Jr 

108 

116 

57 

32 

12 

Kansas  City,  Mo 

Banking 

773 

Commonwealth  Banks 

Alvin  R  Clements 

123 

125 

52 

6 

4 

Charlottesville,  Va 

Banking 

455 

Commonwealth  Edison 

Thomas  G  Ayers 

263 

292 

64 

41 

6 

Detroit,  Mich 

Administration 

759 

Commonwealth  Oil 

"Edward  D  Doherty  U 

123 

130 

44 

7 

1 

Chicago,  111 

Legal 

652 

Comsat 

Joseph  V  Charyk 

175 

182 

58 

1  c 
lo 

y 

Canmore,  Can 

Administration 

210 

Connecticut  General 

Robert  D  Kilpatrick 

•  323 

466 

55 

25 

2 

Fairbanks,  La 

Insurance 

506 

Consolidated  Edison 

Charles  F  Luce 

204 

266 

61 

11 

11 

Platteville,  Wise 

Administration 

22" 

Consolidated  Foods 

John  H  Bryan  Jr 

450 

450 

42 

19 

4 

West  Point,  Miss 

Administration 

163 

Consol  Freightways 

Raymond  F  O'Brien 

217 

520 

57 

21 

2 

Atchison,  Kan 

Finance 

463 

Consol  Natural  Gas 

12Robert  E  Seymour 

261 

286 

63 

4U 

C 

D 

Meadville,  Pa 

Finance 

785 

Consolidated  Papers 

George  W  Mead  II 

119 

119 

51 

27 

13 

Milwaukee,  Wise 

Operations 

552 

Consumers  Power 

John  D  Selby 

233 

239 

57 

4 

1 

Odebolt,  Iowa 

Technical 

192 

Continental  Airlines 

Robert  F  Six 

485 

485 

72 

42 

41 

Stockton,  Cal 

Administration 

649 

Continental  Bank 

Roy  T  Peraino 

160 

184 

51 

21 

9 

Philadelphia,  Pa 

Finance 

442 

Continental  Corp 

John  B  Ricker  Ir 

223 

300 

61 

O 

Augusta,  Ga 

Insurance 

199 

Continental  Group 

Robert  S  Hatfield 

390 

480 

63 

43 

7 

Utica,  NY 

Marketing 

193 

Continental  Illinois 

Roger  E  Anderson 

427 

485 

57 

32 

6 

Chicago,  111 

Banking 

12 

Continental  Oil 

"Howard  W  Blauvelt 

550 

1,217 

62 

26 

5 

New  York,  NY 

Finance 

499 

Continental  Tel 

Charles  Wohlstetter 

249 

268 

69 

18 

7 

New  York,  NY 

Finance 

270 

Control  Data 

William  C  Norris 

405 

407 

67 

zl 

Red  Cloud,  Neb 

Founder 

188 

Cooper  Industries 

Robert  Cizik 

350 

487 

48 

17 

4 

Scranton,  Pa 

Finance 

667 

Adolph  Coors 

William  K  Coors 

170 

171 

62 

39 

18 

Golden,  Colo 

Technical 

255 

Corning  Glass  Works 

Amory  Houghton  Jr 

375 

416 

52 

27 

15 

Corning,  NY 

Operations 

',526 

Cox  Broadcasting 

Clifford  M  Kirtland  Jr 

198 

254 

55 

15 

5 

Buffalo,  NY 

Finance 

96 

CPC  International 

James  W  McKee  Jr 

425 

623 

56 

oZ 

o 

Pittsburgh,  Pa 

Finance 

516 

Crane 

Thomas  M  Evans 

259 

259 

68 

20 

20 

Pittsburgh.  Pa 

Finance 

215 

Crocker  Natl  Corp 

Thomas  R  Wilcox 

352 

461 

62 

5 

5 

New  York,  NY 

Banking 

651 

Crown  Cork  &  Seal 

John  F  Connelly 

180 

182 

74 

22 

22 

Philadelphia,  Pa 

Sales 

220 

Crown  Zellerbach 

Charles  R  Dahl 

383 

454 

57 

29 

9 

Brooklyn,  NY 

Production 

335 

Cram  &  Forster 

B  P  Russell 

336 

363 

59 

37 

8 

Fort  Worth,  Tex 

Sales 

777 

Cullen/Frost  Bankers 

Thomas  C  Frost  Jr 

117 

122 

51 

29 

13 

San  Antonio,  Tex 

Banking 

tFor  Forbes  definitions  and  methodology  see  page  118.  "Succeeded  by  Robert  G.  Reed  m,  5/1/79. 

"Salary  annualized.  'Succeeded  by  Keith  Crane,  2/22/79. 

"'Succeeded  by  Ben  T.  Ray,  1/1/79. 

"Succeeded  by  C.  Howard  Hardesty,  Jr.,  1/12/79. 

12Succeeded  by  G.  J.  Tankersley,  5/15/79. 

"Succeeded  by  Ralph  E.  Bailey,  4/1/79.  . 
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Who  GetsThe  Most  Pay 


Compensation 


salary  &  total  Years  served 


bonus! 

remunerationt 

'  with 

as 

Busines| 

Rank 

Company 

Chid  executive 

|$000| 

($000) 

Age 

company 

chief 

Place  of  birth 

backgrount 

234 

Cummins  Engine 

Henry  B  Schacht 

413 

440 

44 

14 

9 

Erie,  Pa 

Administration 

409 

Cyclops 

William  H  Knoell 

226 

319 

54 

12 

6 

Pittsburgh,  Pa 

Lega 

469 

Cyprus  Mines 

Henry  T  Mudd 

239 

284 

65 

33 

14 

Los  Angeles,  Cal 

Technica 

201 

Ui>iiii  I     M  rPnprcitfi 

391 

480 

54 

26 

A 

Akron,  Ohio 

Administratior 

172 

Dart  Industries 

Justin  Dart 

479 

511 

71 

37 

36 

Evanston,  111 

Administration 

799 

Data  General 

Edson  D  deCastro 

97 

97 

40 

1 1 

1 1 

Plainfield,  NI 

Foundei 

63 

Dayton-Hudson 

William  A  Andres 

490 

733 

52 

20 

2 

Fayette,  Iowa 

Retailing 

781 

Dayton  Power  &  Light 

Robert  E  Frazer 

120 

120 

50 

4 

1 

Detroit,  Mich 

Finance 

624 

Itii  'i  ii  V\  1 1  J  i » r  ft)  i •  \  •  ti  i  il  i  It. 
L/C  till  *»  I  lit  I  i\cyiiuiu> 

William  VI  W  1 1  1 1  t 
»•  iiiidiii   'i  vv  incr 

195 

199 

56 

32 

0 

San  Francisco,  Cal 

Investment 

113 

Deere 

William  A  Hewitt 

584 

584 

64 

30 

24 

San  Francisco,  Cal 

Marketing 

788 

Delmarva  Power  &  Lt 

Robert  D  Weimer 

110 

113 

57 

31 

5 

Pemberville,  Ohio 

Administration 

322 

Delta  Air  Lines 

David  C  Garrett  Jr 

368 

371 

56 

33 

1 

Norns,  SC 

Operations 

771 

Deluxe  Check  Printers 

Eugene  R  Olson 

108 

126 

53 

35 

1 

St  Paul,  Minn 

Marketing 

784 

i-Zcl/Usl  I  vxUdidll  I  y 

|   1 1  CI  1  Ha  1 1  11  IIH.3 

98 

120 

64 

42 

4 

Jackson,  Ivliss 

Finance 

559 

Detroit  Edison 

William  G  Meese 

200 

231 

62 

38 

7 

Rugby,  ND 

Technical 

602 

DETROITBANK  Corp 

Rodkey  Craighead 

211 

211 

62 

33 

1  , 

Pittsburgh,  Pa 

Banking 

491 

Diamond  Intl 

William  |  Koslo 

261 

271 

49 

24 

2 

Mt  Carmel,  Pa 

Sales 

228 

Diamond  Shamrock 

William  H  Bricker 

441 

450 

47 

10 

2 

Detroit,  Mich 

Marketing 

178 

Di  Giorgio 

Robert  Di  Cjiorgio 

336 

500 

67 

42 

13 

Npw  York  MY 
1NCW   I  OI K,  IN  I 

Finance 

528 

Digital  Equipment 

Kenneth  H  Olsen 

253 

253 

53 

21 

21 

Bridgeport,  Conn 

Founder 

371 

Dillingham 

Herbert  C  Cornuelle 

253 

345 

59 

9 

2 

Cincinnati,  Ohio 

Operations 

612 

Dillon  Companies 

Ray  E  Dillon,  Jr 

198 

207 

55 

32 

16 

Hutchinson,  Kan 

Administration 

513 

Walt  Disney 

E  Cardon  Walker 

245 

260 

63 

41 

2 

Rexburg,  Ida 

Marketing 

728 

Dominion  Bankshares 

Byron  A  Hicks 

150 

62 

33 

■  1  ■  1  ■  1 '■   i  .  1     V  d 

Fi  n  inrp 

r  ii  i  ti  1 1  l  t. 

529 

Donaldson,  Lufkin 

Richard  H  Jenrette 

235 

253 

50 

19 

5 

Raleigh,  NC 

Founder 

346 

RR  Donnelley  &  Sons 

Charles  W  Lake  |r 

359 

359 

61 

33 

15 

La  Porte,  Ind 

Production 

384 

Dover  Corp 

Thomas  C  Sutton 

225 

340 

58 

28 

15 

Longmont,  Co)o 

Sales 

261 

Dow  Chemical 

Paul  F  Oreffice 

314 

412 

51 

26 

1 

Italy 

Finance 

Zoo 

Dow  Jones 

warren  r l  rntiitps 

395 

^3 

jj 

A 

Mpw  Ynrl/  MY 
INCW    IOlK,  IN  I 

Journalism 

447 

Dravo 

Robert  Dickey  HI 

285 

295 

61 

31 

14 

Pittsburgh,  Pa 

Sales 

41 

Dresser  Industries 

John  V  James  . 

269 

824 

60 

21 

9 

Plains  Township,  Pa 

Finance 

634 

Duke  Power 

Carl  Horn  Jr 

175 

194 

57 

25 

8 

Rutherfordton,  NC 

Legal 

24 

Dun  &  Bradstreet  Cos 

Harrington  Drake 

450 

984 

59 

31 

4 

Kansas  City,  Mo 

Marketing 

JO 

1    I  Pnnl 

t  i  uu  ront 

Irving  S  Shapiro 

RR3 

c 

Minneapolis,  Minn 

Legal 

722 

Duquesne  Light 

John  M  Arthur 

152 

152 

56 

34 

10 

Pittsburgh,  Pa 

Operations 

301 

Eastern  Air  Lines 

Frank  Borman 

303 

385 

51 

9 

3 

Gary,  Ind 

Technical 

636 

Eastern  Gas  &  Fuel 

William  J  Pruyn 

190 

193 

56 

27 

1 

Boston,  Mass 

Finance 

115 

Eastman  Kodak 

Walter  A  Fallon 

530 

581 

61 

37 

7 

Schenectady,  NY 

Production 

133 

Eaton 

i  iTidiiueii  ue  vv  nun 

560 

58 

37 

9 

C rt  Ram n  trtt^n    M\  ace 

Operations 

443 

Jack  Eckerd 

Stewart  Turley 

252 

299 

44 

12 

4 

Mt  Sterling,  Ky 

Administration 

580 

Edison  Bros  Stores 

Bernard  A  Edison 

185 

224 

51 

29 

1 1 

Atlanta,  Ga 

Retailing 

299 

El  Paso  Company 

'••Howard  Boyd 

335 

385 

70 

26 

14 

Woodside,  Md 

Legal 

498 

Eltra 

J  Adreon  Keller 

268 

268 

60 

23 

21 

Baltimore,  Md 

Administration 

157 

Emerson  Electric 

Charles  F  Knight 

527 

527 

43 

6 

5 

t  _l  r  «.  ill 

Lake  rorest,  111 

Administration 

324 

Emhart 

T  Mitchell  Ford 

368 

370 

58 

20 

9 

Albany,  NY 

Legal 

65 

Engelhard  Minerals 

Milton  F  Rosenthal 

535 

722 

65 

14 

14 

New  York,  NY 

Administration 

397 

ENSERCH 

William  C  McCord 

292 

334 

51 

30 

8 

San  Antonio,  Tex 

Technical 

456 

I  qui  mark 

,sMarion  A  Cancelliere 

270 

292 

68 

44 

26 

Pittsburgh,  Pa 

Finance 

749 

Equitable  Bancorp 

Owen  Daly  U 

130 

136 

54 

14 

4 

Denver,  Colo 

Finance 

760 

Equitable  of  Iowa 

Kenneth  R  Austin 

119 

130 

59 

31 

9 

Keosauqua,  Iowa 

Administration 

tFor  Forbks  definitions  and  methodology  see  page  1 18.  uSucceeded  by  Travis  H.  Petty,  5/4/79. 

15Succeeded  by  William  E.  Bierer,  1/1/79. 
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Ending  with  the  year  1978,  Manufacturers'  those  needs,  they  come  to  us  in  large 
five-year  average  annual  return  on  numbers.  And  bring  along  all  their 
shareholders'  equity  was  20.22%.  That  banking  business.  Checking,  savings, 
makes  us  a  very  profitable  bank.  But  C.D.'s,  even  equipment  leasing.  Which 
we're  also  very  liquid.  And  that  makes  creates  a  constant  influx  of  new  and 
us  very  unusual.  very  profitable  business. 

How  do  we  do  it?  We    mm  mm  ^Ql^jklA    W  A  bank  that  can  turn 

specialize.  By  design,  our  j^J^TH^^m^  liquidity  into  profitability 
customers  are  primarily  iMH^Lta^P^Wr  is  rare,  indeed.  Manufactur- 
small  and  medium-sized  ™  mm  ^^tr  ▼  ▼  ers  has  done  it  with  the  help 
businesses  and  ^(^^k  |H|  9f%  *  A  L  II^  of  a  unique  mar- 
professional  peo-  ^T^kfckl  VM  »k|  l£  keting  strategy, 
pie  They  have  a  ^^^PS^I  LJ^Mk  B^l  And  we've  done 
constant  need  ^9m^  M  ™mwtm  m  it  so  well,  we're 
for  short-term  commercial  ■■■  M  90^  one  of  the  most  profitable 
loans.  Because  we're  HJ|  ^H^^  banks  in  California.  Year 
always  prepared  to  meet            V^JI ^^mB^B^JP  a^er  Vear  a^er  Year 


LIQUIDITY  INTO 

PROFITABILITY. 

(YEAR  AFTER  YEAR  AFTER  YEAR.) 

2022% 


Five  year  average  return  on  shareholders'  equity. 


135  East  Ninth  Street,  Los  Angeles,  CA  90015-213/628-0311.  Offices  in  Down- 
town Los  Angeles,  Hollywood,  Beverly  Hills,  Encmo,  Van  Nuys,  and  Newport 
Beach  Member  FDIC.  We  are  traded  over  the  counter  NASDAQ  symbol  MBLA 
Write  or  phone  Alex  Alt,  Vice  President,  for  1978  annual  report 


MANUFACTURERS 

not  just  another  bank 


Who  GetsThe  Most  Piiy 


Compensation 

salary  & 

total 

.  Years  served 

bonust 

remunerationt 

with 

as 

Businesi 

Rank 

Company 

Chief  executive 

($000| 

($000) 

Age 

company 

chief 

Place  of  birth 

background 

666 

Equitable  Sav  &  Loan 

William  E  Love 

148 

173 

53 

9 

5 

Eugene,  Ore 



Leii 

S>' 

181 

Esmark 

Donald  P  Kelly 

491 

491 

57 

25 

1 

Chicago,  111 

Financ« 

i- 

370 

Ethyl 

Floyd  D  Gottwald  Jr 

222 

345 

56 

36 

9 

Richmond,  Va 

Administration 

186 

Evans  Products 

Monford  A  Orloff 

428 

488 

65 

21 

16 

Omaha,  Neb 

Legaj 

sii. 

21 

Exxon 

Clifton  C  Garvin  Jr 

768 

997 

57 

32 

3 

Portsmouth,  Va 

Technical 

- 

640 

Farmers  Group 

16George  Maslach 

172 

191 

64 

41 

2 

Los  Angeles,  Cal 

Legal 

685 

Fedl  Natl  Mortgage 

A  Oakley  Hunter 

156 

167 

63 

9 

9 

Los  Angeles,  Cal 

Legal 

92 

Federated  Dept  Stores 

Ralph  Lazarus 

450 

630 

65 

44 

1  ] 

Columbus,  Ohio 

Administration 

633 

Fidelcor 

Raymond  |  Dempsey 

1 8  1 

1 V4 

44 

1 

1 

Yonkers,  NY 

Banking 

518 

Fidelity  Financial 

Adolph  C  Meyer  Jr 

155 

258 

54 

16 

10 

Oakland,  Cal 

Sale] 

- 

564 

Fidelity  Union  Bncp 

C  Malcolm  Davis 

215 

229 

60 

23 

9 

Roslyn,  N  Y 

Banking 

733 

Fin  Cp  Santa  Barbara 

David  L  Tilton 

140 

144 

52 

27 

13 

Santa  Barbara,  Cal 

Finance 

655 

Financial  Federation 

Edward  L  Johnson 

176 

179 

69 

19 

19 

Chicago,  111 

Finance 

1 

790 

Financial  General 

J  William  Middendorf  U 

105 

110 

54 

2 

2 

Baltimore,  Md 

Finance 

i 

386 

Firestone 

Richard  A  Riley 

216 

340 

63 

39 

5 

Fall  River,  Mass 

Administration 

: 

650 

First  Alabama  Bshs 

Frank  A  Plummer 

161 

183 

67 

14 

8 

Richland,  NY 

Finance 

756 

First  Amer  Bank  Corp 

James  H  Duncan 

132 

132 

54 

29 

8 

Madison,  Wise 

Banking 

736 

First  Amtenn  Corp 

Kenneth  L  Roberts 

140 

142 

46 

3 

2 

Dungannon,  Va 

Legal 

672 

First  &  Merchants 

C  Coleman  McGehee 

163 

1  7ft 

54 

30 

5 

Franklin,  Va 

Banking 

: 

589 

First  Banc  Group 

John  G  McCoy 

219 

219 

66 

42 

19 

Marietta,  Ohio 

Finance 

• 

436 

First  Bank  System 

Donald  R  Grangaard 

285 

302 

60 

40 

10 

Rothsay,  Minn 

Administration! 

> 

563 

First  Boston 

George  L  Shinn 

230 

230 

56 

4 

4 

Newark,  Ohio 

Administration 

724 

First  Charter  Finl 

S  Mark  Taper 

150 

150 

77 

24 

24 

England 

FoundeH 

274 

First  Chicago  Corp 

A  Robert  Abboud 

371 

4U3 

50 

20 

3 

Boston,  Mass 

Banking 

744 

First-Citizens  B  &  T 

Lewis  R  Holding 

137 

137 

52 

30 

23 

Smithfield,  NC 

Finance! 

. 

417 

First  City  Bancorp 

James  A  Elkins  Jr 

301 

314 

60 

37 

16 

Galveston,  Tex 

Banking 

767 

First  Empire  State 

Claude  F  Shuchter 

128 

128 

56 

20 

2 

Chicago,  111 

Banking 

1 

802 

First  Florida  Banks 

Chester  H  Ferguson 

2U 

2» 

70 

7 

7 

Americus,  Ga 

Legal! 

449 

First  Hawaiian  Inc 

John  D  Bellinger 

193 

294 

56 

37 

9 

Honolulu,  Haw 

Banking 

223 

First  Intl  Bshs 

Robert  H  Stewart  HI 

238 

451 

53 

28 

19 

Dallas,  Tex 

Finance 

677 

First  Kentucky  Natl 

A  Stevens  Miles 

162 

169 

49 

25 

4 

Louisville,  Ky 

Banking 

- 

729 

First  Maryland  Bncp 

J  Owen  Cole 

143 

150 

50 

22 

5 

Rutherfordton,  NC 

Admimstratu  >n 

721 

First  Natl  Bancorp 

Theodore  D  Brown 

143 

152 

57 

Q 

2 

Denver,  Colo 

Bankingj 

■ 

545 

First  Natl  Boston 

Richard  D  Hill 

228 

243 

59 

33 

7 

Salem,  Mass 

Banking; 

• 

766 

First  Natl  Charter 

Gordon  E  Wells 

126 

128 

51 

27 

2 

Hamburg,  Iowa 

Banking 

676 

First  Natl  Cine  Corp 

William  N  Liggett 

169 

169 

62 

31 

8 

Ripley,  Ohio 

Finance 

541 

First  Natl  Holding 

Thomas  R  Williams 

209 

249 

50 

6 

3 

Atlanta,  Ga 

Finance 

704 

First  Natl  State  Bcp 

Robert  R  Ferguson  Jr 

150 

159 

55 

29 

Savannah,  Ga 

Finance 

- 

First  Natl  Supermkts 

Richard  J  Bogomolny 

NA 

NA 

44 

6 

Cleveland,  Ohio 

Administration 

801 

First  Oklahoma  Bncp 

Charles  A  Vose 

77 

81 

78 

58 

20 

Clinton,  Iowa 

Finance 

590 

First  Penna  Corp 

John  R  Bunting 

217 

218 

54 

15 

10 

Philadelphia,  Pa 

Banking 

654 

First  Security 

George  S  Eccles 

181 

182 

79 

57 

33 

Baker,  Ore 

Founder 

585 

First  Tennessee  Natl 

Ronald  A  Terry 

211 

221 

48 

2.1 

Memphis,  Tenn 

Banking 

797 

t  First  Texas  Finl 

Roger  J  Keane 

101 

102 

62 

24 

2  • 

Ithaca,  NY 

Banking 

594 

First  Union  Bancorp 

Clarence  C  Barksdale 

212 

215 

47 

20 

1 

St  Louis,  Mo 

Banking 

646 

First  Union  Corp 

C  Clifford  Cameron 

154 

186 

59 

15 

12 

Meridian,  Miss 

Banking 

680 

First  United  Bancorp 

Paul  W  Mason 

156 

167 

58 

17 

9 

Wichita,  Kan 

Banking 

734 

First  Virginia  Banks 

"Ralph  A  Beeton 

141 

143 

52 

19 

12 

Alexandria,  Va 

Legal 

674 

First  Wisconsin  Corp 

Hal  C  Kuehl 

158 

170 

56 

32 

1 

Davenport,  Iowa 

Banking 

422 

Fisher  Foods 

18John  Fazio 

300 

308 

59 

14 

14 

Cleveland,  Ohio 

Retailing 

tFor  Forbes  definitions  and  methodology  see  page  1 18.  ""Succeeded  by  Richard  G.  Lindsley,  2/13/79. 

'Salary  annualized.  "Succeeded  by  Thomas  K.  Malone,  Jr.,  1/1/79. 

tMerged  into  Beneficial  Corp,  4/6/79.  '"Succeeded  by  Dominick  DiMatteo,  Jr.,  5'10/79. 

ItDirector's  fees  only;  excludes  fees  paid  to  law  firm  of  which  Mr  Ferguson  is  a  partner. 
NA-Not  available. 
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Compensation 

salary  is. 

total 

Years  served 

bonust 

remuneration  t 

with 

as 

Business 

ink 

Company 

Chief  executive 

($000) 

($000) 

Age 

mm  nanv 

Place  of  birth 

background 

,87 

Flagship  Banks 

Philip  F  Searle 

165 

166 

54 

4 

4 

Geneva,  Ohio 

Administration 

ISO 

Fleming  Companies 

Richard  D  Harrison 

258 

293 

56 

25 

13 

Salt  Lake  City,  Utah 

Legal 

166 

Flickinger 

Robert  F  Norris 

285 

285 

57 

6 

4 

Mullinville,  Kan 

Administration 

Florida  Natl  Banks 

John  H  Manry  Jr 

94 

94 

57 

39 

4 

Miami,  Fla 

Banking 

|745 

Florida  Power 

Andrew  H  Hines  Jr 

133 

137 

56 

27 

6 

Lake  City,  Fla 

Technical 

1 181 

Florida  Power  &  Lt 

Marshall  McDonald 

210 

341 

61 

7 

7 

Memphis,  Tenn 

Finance 

i  82 

Fluor 

J  Robert  Fluor 

600 

663 

57 

33 

11 

Santa  Ana,  Cal 

Finance 

1 39 

FMC 

Robert  H  Malott 

455 

828 

52 

26 

7 

Boston,  Mass 

Operations 

rlp77 

Food  Fair 

"Jack  M  Friedland 

169 

169 

54 

32 

8 

Harrisburg,  Pa 

Administration 

I  17 

Ford  Motor 

Henry  Ford  n 

705 

1,057 

61 

39 

34 

Detroit,  Mich 

Administration 

i  (129 

Foremost-McKesson 

Thomas  E  Drohan 

300 

305 

51 

17 

1 

Newton,  Mass 

Operations 

t  605 

Fort  Howard  Paper 

Paul  J  Schierl 

191 

210 

44 

15 

4 

Neenah,  Wise 

Legal 

1  uo 

Foster  Wheeler 

Frank  A  Lee 

103 

318 

55 

19 

8 

Greenville,  Pa 

Technical 

.  129 

Freeport  Minerals 

Paul  W  Douglas 

215 

562 

52 

26 

3 

Springfield,  Mass 

Marketing 

245 

Fruehauf 

Robert  D  Rowan 

390 

430 

57 

23 

5 

Holland,  Mich 

Finance 

150 

Fuqua  Industries 

John  B  Fuqua 

522 

531 

61 

13 

13 

Prince  Edw  Cnty,  Va 

Founder 

176 

GAF 

Jesse  Werner 

500 

501 

62 

40 

17 

New  York,  NY 

Technical 

^52 

Gamble-Skogmo 

Wayne  E  Matschullat 

256 

354 

62 

7 

1 

Page,  Neb 

Retailing 

112 

Gannett 

Allen  H  Neuharth 

390 

585 

55 

16 

6 

Eureka,  SD 

Journalism 

167 

t  Gardner-Denver 

Lynn  L  Leigh 

285 

285 

53 

12 

6 

Burley,  Ida 

Marketing 

572 

GATX 

James  J  Glasser 

220 

226 

45 

18 

1 

Chicago,  111 

Legal 

98 

GEICO 

John  J  Byrne 

600 

617 

46 

3 

3 

Paterson,  N[ 

Insurance 

'00 

General  American  Oil 

William  P  Barnes 

143 

160 

59 

26 

1 

Marlin,  Tex 

Legal 

70 

General  Dynamics 

David  S  Lewis 

350 

669 

61 

8 

8 

N  Augusta,  SC 

Administration 

^7 

General  Electric 

Reginald  H  Jones 

750 

856 

61 

39 

6 

England 

Operations 

90 

General  Foods 

James  L  Ferguson 

322 

485 

53 

16 

5 

Evanston,  111 

Marketing 

162 

General  Mills 

E  Robert  Kinney 

461 

525 

62 

20 

3 

Burnham,  Me 

Administration 

22 

General  Motors 

Thomas  A  Murphy 

475 

996 

63 

41 

4 

Hornell,  NY 

Finance 

,24 

General  Public  Utils 

William  G  Kuhns 

245 

255 

57 

23 

12 

Milwaukee,  Wise 

Finance 

S 1  5 

General  Reinsurance 

Harold  J  Hudson  Jr 

294 

375 

55 

23 

8 

Kansas  City,  Mo 

Legal 

133 

General  Signal 

Nathan  R  Owen 

428 

440 

60 

18 

17 

Burnt  Hills,  NY 

Technical 

105 

General  Tel  &  Elec 

Theodore  F  Brophy 

375 

599 

56 

21 

3 

New  York,  NY 

Legal 

101 

General  Tire  &  Rubber 

Michael  G  O'Neil 

328 

331 

57 

33 

19 

Akron,  Ohio 

Administration 

.104 

Genesco 

John  L  Hanigan 

330 

330 

67 

2 

2 

New  York,  NY 

Production 

,01 

Genuine  Parts 

Wilton  D  Looney 

201 

212 

60 

40 

17 

Vanna,  Ga 

Operations 

i78 

Georgia-Pacific 

Robert  E  Flowerree 

285 

342 

58 

27 

2 

New  Orleans,  La 

Operations 

144 

Getty  Oil 

Harold  E  Berg 

506 

545 

64 

42 

2 

Stilwell,  Kan 

Techmcal 

H6 

Giant  Food 

Israel  Cohen 

277 

315 

66 

43 

1 

Israel 

Founder 

587 

Gibraltar  Financial 

Herbert  J  Young 

165 

340 

47 

26 

10 

Los  Angeles,  Cal 

Administration 

!28 

Gillette 

Colman  M  Mockler  Jr 

288 

305 

49 

21 

4 

St  Louis,  Mo 

Finance 

528 

i 

Girard 

William  B  Eagleson  Jr 

179 

197 

53 

27 

4 

Philadelphia,  Pa 

Finance 

289 

GK  Technologies 

Robert  P  Jensen 

390 

393 

53 

6 

6 

Chicago,  111 

Technical 

710 

Golden  West  Finl 

Herbert  M  Sandler 

156 

156 

47 

15 

15 

New  York,  NY 

Founder 

1SS 

B  F  Goodrich 

O  Pendleton  Thomas 

505 

528 

65 

7 

7 

Forney,  Tex 

Finance 

73 

Goodyear 

Charles  J  Pilliod  Jr 

503 

698 

60 

38 

5 

Cuyahoga  Falls,  Ohio 

Sales 

100 

Gould 

William  T  Ylvisaker 

400 

480 

55 

11 

1 1 

St  Paul,  Minn 

Administration 

164 

W  R  Grace 

J  Peter  Grace 

510 

519 

66 

42 

33 

Manhasset,  NY 

Finance 

^82 

W  W  Grainger 

David  W  Grainger 

194 

224 

51 

29 

5 

Chicago,  III 

Administration 

244 

Great  Atl  &  Pac  Tea 

Jonathan  L  Scott 

406 

430 

49 

4 

4 

Nampa,  Ida 

Administration 

585 

Gt  Northern  Nekoosa 

Samuel  A  Casey 

290 

340 

64 

33 

7 

Peoria,  111 

Legal 

tFor  Forbes  definitions  and  methodology  see  page  118.  "Succeeded  by  Grant  C  Gentry,  1/3/79. 

JMerged  into  Cooper  Industries,  4/30/79. 
*  "Formerly  General  Cable. 
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Who  Gets  The  Most  Pay 


Compensation 

salary  & 

total 

«   Yeajs  served 

bonust 

remunerationt 

with 

as 

Businea; 

Rank 

Company 

Chief  executive 

($000) 

($000) 

Age 

company 

chief 

Place  of  birth 

backgrouni 

507 

Gt  Western  Financial 

20Stuart  Davis 

255 

265 

63 

AH 

1  A 
1 H 

Santa  Monica,  Cal 

Financ 

468 

Greyhound 

Gerald  H  Trautman 

275 

285 

66 

33 

JO 

1  3 

1 J 

Petoskey,  Mich 

Lega 

525 

Grumman 

John  C  Bierwirth 

191 

254 

55 

6 

4 

Lawrence,  NY 

Financ 

84 

Gulf  &  Western  Inds 

Charles  G  Bluhdorn 

435 

660 

52 

23 

23 

Austria 

Founds 

/"•■■If  r\\\ 

Jerry  McAfee 

348 

561 

OZ 

34 

3 

Port  Arthur,  Tex 

Operation 

683 

Gulf  States  Utils 

W  Donham  Crawford 

155* 

167 

56 

i 

X 

i 
i 

Little  Rock,  Ark 

Technics 

18 

Gulf  United 

E  Grant  Fitts 

450 

1,047 

63 

1  ] 

1 1 

Montevallo,  Ala 

Lega 

51 

Halliburton 

John  P  Harbin 

504 

761 

61 

30 

7 

Waxahachie,  Tex 

Finant 

548 

Hammermill  Paper 

Albert  F  Duval 

236 

241 

58 

19 

8 

Holyoke,  Mass 

Marketin, 

542 

Harris  Bankcorp 

/    1.  ..1         M  I)  1 '.  

Charles  /VI  Buss 

221 

245 

57 

35 

1 

Evanston,  111 

Bankin; 

8 

Harris  Corp 

Joseph  A  Boyd 

375 

1,691 

58 

1  7 

i 
i 

Oscar,  Ky 

Techmca 

575 

Harsco 

Jeffrey  )  Burdge 

222 

225 

57 

25 

2 

England 

Financi 

693 

Hartford  Natl 

Robert  L  Newell 

153 

162 

56 

33 

3 

Hartford,  Conn 

Bankin| 

617 

Hawaii  Bancorp 

Wilson  P  Cannon 

130 

204 

59 

37 

2 

Berkeley,  Cal 

Bankin) 

oo 

ji  )  Heinz 

'  'K  Burt  liookin 

436 

721 

03 

33 

13 

Chariton,  Iowa 

Financi 

566 

Walter  E  Heller  Intl 

Franklin  A  Cole 

223 

228 

53 

16 

a 

Park  Falls,  Wise 

Legaj 

242 

Hercules 

Alexander  F  Giacco 

406 

432 

59 

37 

1 

Italy 

Technica 

180 

Heublein 

Stuart  D  Watson 

452 

492 

62 

12 

11 

Decatur,  111 

Marketing 

475 

Hewlett-Packard 

John  A  Young 

251 

282 

47 

20 

1 

Nampa,  Ida 

Technica 

48 1 

Hilton  Hotels 

Barron  Hilton 

276 

278 

51 

24 

13 

Dallas,  Tex 

Administrator 

376 

Holiday  Inns 

"Ludwick  M  Clymer 

276 

343 

57 

1 1 

o 

Greensboro  NC 

Investmen 

695 

Homestake  Mining 

Harry  M  Conger 

156 

162 

48 

3 

1 

Seattle,  Wash 

Technica. 

62 

Honeywell 

Edson  W  Spencer 

479 

734 

53 

24 

4 

Chicago,  111 

Sale 

477 

George  A  Hormel 

Ira  J  Holton 

278 

278 

59 

32 

7 

Cedar  Rapids,  Iowa 

Legal 

1  A 

Hospital  Corp  of  Am 

Donald  S  MacNaughton 

104tt 

894 

61 

1 

1 

Schenectady,  NY 

Insurance 

753 

Hospital  Trust  Corp 

Henry  S  Woodbridge  Jr 

125 

132 

50 

1A 
z*+ 

A 

Boston,  Mass 

Finance 

182 

Household  Finance 

Gilbert  R  Ellis 

447 

490 

63 

44 

6 

Powersville,  Mo 

Operations 

647 

Houston  Industries 

Don  D  Jordan 

169 

185 

47 

22 

2 

Corpus  Christi,  Tex 

Lega! 

375 

Houston  Natural  Gas 

Robert  R  Herring 

344 

344 

58 

15 

11 

Childress,  Tex 

Technica] 

492 

Houston  Oil  &  Min 

loseph  C  Walter  Jr 

240 

270 

5 1 

14 

14 

Houston,  Tex 

Technical 

219 

Hughes  Tool 

Raymond  M  Holliday 

426 

456 

64 

A  1 

o 

Winfield,  Tex 

Finance 

588 

Huntington  Bshs 

Arthur  D  Herrmann 

219 

219 

52 

28 

3 

Louisville,  Ky 

Banking 

305 

E  F  Hutton  Group 

Robert  M  Fomon 

378 

383 

54 

28 

8 

Chicago,  111 

Investment 

459 

Hyster 

William  H  Kilkenny 

Zoo 

291 

60 

32 

4 

Portland,  Ore 

Marketing 

43 

IC  Industries 

H7  *  1 1  *    nil 

William  B  Johnson 

515 

810 

60 

13 

13 

c  _  1 "    L.                v  i  J 

Salisbury,  Ma 

Legal 

699 

Idaho  First  Natl  Bk 

Thomas  C  Frye 

160 

160 

60 

4 1 

q 

Ontario,  Ore 

Banking 

488 

Ideal  Basic  Inds 

John  A  Love 

192 

274 

62 

5 

4 

Gibson  Citv,  111 

Legal 

691 

Illinois  Power 

Wendell  J  Kelley 

151 

165 

53 

29 

12 

Champaign,  111 

Technical 

609 

Imperial  Corp  of  Am 

V  L  Viskas 

zuv 

209 

52 

18 

6 

Chicago,  111 

Finance 

169 

INA 

1  >     1     l_  C  C  1 

Ralph  S  Saul 

398 

515 

57 

4 

4 

Brooklyn,  NY 

Legal 

754 

Indiana  National 

Thomas  W  Binford 

130 

132 

55 

o 

3 

Indianapolis,  Ind 

Administration 

502 

Industrial  National 

John  J  Cummings  Jr 

218 

267 

56 

32 

g 

Providence,  RI 

Finance 

616 

Industrial  Valley  Bank 

Richard  W  Havens 

196 

205 

58 

25 

25 

Philadelphia,  Pa 

Finance 

120 

Ingersoll-Rand 

William  L  Wearly 

541 

571 

63 

16 

11  • 

Warren,  Ind 

Sales 

252 

Inland  Steel 

Frederick  G  Jaicks 

217 

425 

60 

38 

7 

Chicago,  111 

Production 

553 

Intel 

Gordon  E  Moore 

236 

236 

50 

10 

4 

San  Francisco,  Cal 

Founder 

483 

Interco 

William  L  Edwards  Jr 

275 

275 

60 

9 

3 

Pittsburgh,  Pa 

Finance 

149 

Interlake 

Reynold  C  MacDonald 

250 

535 

60 

12 

10 

Billings,  Mont 

Operations 

35 

IBM 

Frank  T  Cary 

484 

893 

58 

31 

6 

Gooding,  Ida 

Marketing 

331 

Intl  Flavors  &  Frag 

Henry  G  Walter  Jr 

225 

366 

68 

16 

16 

New  York,  NY 

Legal 

tFor  Forbes  definitions  and  methodology  see  page  1 18.  "Succeeded  by  James  F.  Montgomery,  5/1/79. 

Salary  annualized.  21To  be  succeeded  by  Anthony  I  F.  O'Reilly,  7/1/79. 

ttCEO  joined  company  in  1978,  salary  data  less  than  full  year.  "Succeeded  by  Roy  E  Winegardner,  1/1/79. 
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The 

new  technology. 


Burroughs  "900"  Series  computers  give  you  higher 
performance  and  lower  cost  through  advanced  technology. 


Burroughs  B  2930  (shown  below)  and  B  3950 
computers  introduce  entirely  new  levels  of  price- 
performance  and  flexibility.  For  the  first-time 
^computer  user.  And  for  experienced  computer  users 
with  requirements  for  interactive  processing, 
distributed  processing  and  heavy-duty  central 
processing  work  loads. 

These  new  systems  provide  up  to  five  times  the 
throughput  performance  of  our  entry-level  B  2800 
-(in  our  "800"  Series.  Their  main  memory  can  be 
xpanded  to  five  times  the  maximum  previous 
apacity.  Yet  they  occupy  half  as  much  space.  They 
se  50  percent  less  power.  And  the  monthly  lease 
rice  for  a  B  2930  starts  as  low  as  $4,250. 
This  increased  performance  and  economy 
comes  from  the  use  of  Burroughs  entirely  new 
'micro-modular  concurrent"  architecture,  and 
advanced  high-density  logic  and  memory 
circuits. 

This  architecture  is  made  up  of  independent 


II 


elements  that  process  data  simultaneously.  For 
optimum  efficiency  and  a  consistently  high  rate 
of  throughput. 

The  B  2930  and  B  3950  can  have  up  to  four  central 
processors.  And  they  are  completely  software- 
compatible  with  earlier  Burroughs  intermediate 
systems.  No  rewriting  or  recompiling  of  existing 
application  programs  is  required. 

And  remember,  when  you  buy  any  Burroughs 
system  you  get  the  bonus  of  dealing  with  a  total 
capability  company  with  90  years  experience.  And 
the  security  of  knowing  the  whole  Burroughs 
organization  is  behind  you. 

We  call  it  "Total  System  Support."  Hardware, 
system  software,  application  programs,  customer 
training,  system  maintenance  —  even  the  business 
forms  and  supplies  you  need. 

Find  out  more.  Call  your  local  Burroughs  office 
or  write  Burroughs  Corporation,  Dept.  FRB-11, 
Burroughs  Place,  Detroit,  Michigan  48232. 


MEMO  FROM 
MARSH  &  McLENNAN 


The  explosion  in 

Workers*  Compensation  costs: 

What  can  you  do  about  it? 


One  of  the  biggest  prob- 
lems facing  every  company  to- 
day is  how  to  control  the  rapid 
growth  in  Workers'  Compensa- 
tion claims  and  costs.  The  rate 
of  growth  has  been  faster  than 
the  rate  of  inflation. 

Since  1970,  for  example, 
the  maximum  weekly  payout 
for  permanent  total  injury 
climbed  293%  in  California; 
299%  in  Minnesota;  378%  in 
Pennsylvania;  and  a  staggering 
465%  in  Illinois. 


Result:  premiums  keep 
climbing.  Some  companies 
even  consider  themselves  lucky 
if  they're  paying  only  double 
what  they  were  just  three  or 
four  years  ago  for  Workers' 
Compensation  coverage. 

But  that's  just  part  of  it. 
The  administrative  work  in 
handling  claims  takes  time  and 
adds  still  more  to  total  Workers' 
Compensation  costs. 

If  present  trends  continue, 
the  burden  on  employers  will 
continue  to  grow.  New  regula- 
tions and  reinterpretations  of 


existing  regulations  are  mak- 
ing benefits  to  workers  increas- 
ingly generous.  Also,  new  kinds 
of  disabilities  such  as  "cumula- 
tive trauma"  are  being  added  to 
the  list  of  disabilities  that  qual- 
ify for  benefits.  An  example  is  a 
former  federal  employee's  claim 
for  illness  brought  about  by  ex- 
posure to  cigarette  smoke  dur- 
ing working  hours. 

That's  why  many  compa- 
nies turn  to  Marsh  &  McLennan 
for  help  and  answers.  We  han- 
dle more  Workers'  Compensa- 
tion insurance  than  any  other 
broker.  We  can  help  most  com- 
panies develop  programs  to 
reduce  accidents  and  claims. 

Get  new  insights,  learn 
about  alternatives. 

Did  you  know,  for  example, 
that  the  premiums  your  com- 
pany pays  can  be  adjusted  to 
coincide  with  your  cash  flow 
requirements? 

Or  that  if  your  company's 
losses  are  lower  than  your 
industry's  average,  a  "loss  sen- 
sitive" program  can  be  designed 
so  that  you're  not  penalized  for 
other  companies'  experience. 

Our  claims  specialists  are 
prepared  to  audit  your  claim 
files,  review  loss  reserves,  and 
suggest  adjustments,  if 
needed.  We'll  even  act  as  your 
corporate  claims  manager  in 
adjusting  and  settling  claims. 

We  can  help  you  self-insure 
and,  if  you  are  already  self- 
insured,  obtain  excess  liability 
at  the  best  cost. 

A  closer  look  at  loss  control. 

Common  sense  tells  you 
that  one  of  the  best  ways  to 
control  the  cost  of  Workers' 
Compensation  is  to  control 
losses.  That  calls  for  a  thorough 
evaluation  of  your  premises  to 
remove  hazardous  conditions 
that  could  lead  to  losses. 

Sounds  easy,  but  watch 
out.  Hazards  such  as  loose  car- 
peting are  easy  to  spot.  Others, 
such  as  effluents  in  the  atmo- 
sphere, aren't.  In  many  cases  it 


takes  a  highly  trained  eye  and 
special  equipment  to  ferret  out 
the  dangers. 

That's  where  we.  at  Marsh 
&  McLennan,  can  help. 

We'll  conduct  a  complete 
evaluation  of  your  premises.  We 
can  even  arrange  an  evaluation 
of  water  supplies,  noise  levels, 
and  the  air  you  breathe.  You'll 
learn  if  hazards  exist,  what 
they  are,  and  steps  you  can 
take  to  eliminate  them.  These 
findings  can  be  real  eyeopeners 
—and  a  big  step  forward  in 
reducing  claims  that  increase 
costs. 

Still  more:  if  you  want,  we 
will  also  develop  an  employee 
safety  training  program  geared 
especially  to  your  company's 
specific  needs. 

At  Marsh  &  McLennan,  we 
believe  that  the  rising  cost  of 
Workers'  Compensation  can  be 
controlled  with  the  right  risk 
management  strategy.  Let  us 
prove  it,  starting  with  a  com- 
prehensive evaluation  of  your 
present  program  and  claims 
history.  We  can  also  evaluate 
your  present  facilities  to  see  if 
they  meet  environmental 
standards. 

Contact  Marsh  &  McLennan. 
We  have  more  than  80  offices 


to  give  you  local  service 
throughout  the  U.S. 


For  more  information, 
write  to:  Marsh  &  McLennan, 
Incorporated,  Dept.  900  FB, 
1221  Avenue  of  the  Americas, 
New  York,  New  York  10020. 


Marsh  &  McLennan's  experts  custom-tailor 
Workers'  Compensation  programs  to  suit  your 
company  's  specific  needs. 


Marsh&  

mci  ennan  

©  7979,  Marsh  &  McLennan,  Incorporated 


Who  GetsThe  Most  Pay 


Compensation 


Rank 


Company 


Chief  executive 


salary  &  total 
bonust  remunerationt 
($000)  ($000) 


.  Years  served 


Age 


with 
company 


chief 


Place  of  birth 


Business 
background 


IntI  Harvester 
197  Intl  Minerals  &  Chem 
291  Intl  Multifoods 

148  International  Paper 

52  Intl  Tel  &  Tel 


Archie  R  McCardell  1,907  .  1,907  52  1  1  Hazel  Park,  Mich  Finance- 
Richard  A  Lenon  400  484  58  11  8  Lansing,  Mich  Finance 
William  G  Phillips  357  391  59  10  10  Cleveland,  Ohio  Finance 
J  Stanford  Smith  530  539  64  6  5  Terre  Haute,  Ind  Administration 
Lyman  C  Hamilton  Jr  688  759  52  17  1  Los  Angeles,  Cal  Finance 


3« 
619 
194 


438  ^Investors  Div  Svcs 

539  Iowa  Beef  Processors 

393  Itel 

71  ITJ  International 

604  Jefferson-Pilot 


Charles  R  Orem 
J  Fred  Haigler 
Peter  S  Redfield 
John  M  Seabrook 
W  Roger  Soles 


140 
241 
322 
578 
210 


301 

249 
337 
706 
211 


62 
67 
48 
62 
58 


7 
17 
11 
19 

32 


7 
7 
1 1 
12 


Nashville,  Tenn 
Creston,  Iowa 
Cambridge,  Mass 
Seabrook,  NJ 
Whiteville,  NC 


Finance 
Founder 
Founder 
Technical 
Investment 


250 
240 
183 
31 
380 


Jewel  Companies 
Jim  Walter 
Johns-Manville 
Johnson  &  Johnson 
Johnson  Controls 


Donald  S  Perkins 
James  W  Walter 
John  A  McKinney 
James  E  Burke 
Fred  L  Brengel 


279 
409 
381 
503 
209 


427 
434 
490 
937 
341 


52 
56 
55. 
54 
56 


25 
33 
27 
26 
31 


9 
33 
2 
2 
12 


St  Louis,  Mo 
Lewes,  Del 
Huntsville,  Tex 
Rutland,  Vt 
Hicksville,  NY 


Retailing 
Founder 
Legal 
Marketing 
Sales 


367  Joy  Manufacturing 

239  K  mart 

152  Kaiser  Alum  &  Chem 

195  Kane  Miller 

347  Kellogg 


James  W  Wilcock 
Robert  E  Dewar 
Cornell  C  Maier 
Stanley  B  Kane 
"Joe  E  Lonning 


296 
435 
500 
315 
323 


348 
435 
530 
485 
357 


61 
56 
54 
59 
63 


13 

30 
29 
40 
38 


11 

7 
6 
2 
7 


Dayton,  Ohio 
Traverse  City,  Mich 
Herreid,  SD 
New  York,  NY 
Thor,  Iowa 


Marketing 
Legal 
Operations 
Administration 
Marketing 


561  Kemper  Corp  "James  S  Kemper  Jr  216  230  65  19  9  Chicago,  111  Legal 

333  Kennecott  Copper  Thomas  D  Barrow  365*  365  54  1  1  San  Antonio,  Tex  Technical 

304  Kerr-McGee  Dean  A  McGee  225  384  75  42  25  Humboldt,  Kan  Production 

629  Key  Banks  Victor  J  Riley  Jr  196  197  47  15  5  Buffalo,  NY  Finance 

119  Walter  Kidde  Fred  R  Sullivan  533  572  64  15  15  Fort  Wayne,  Ind  Finance 


109  Kimberly  Clark 

454  Knight  Ridder  News 

151  Koppers 

30  Kraft 

207  Kroger 


Darwin  E  Smith  478  588  53  21  7  Garrett,  Ind  Legal 

Alvah  H  Chapman  Jr  288  292  58  19  3  Columbus,  Ga  Administration 

Fletcher  L  Byron  450  530  60  31  11  Cleveland,  Ohio  Production 

"William  O  Beers  700  939  65  41  7  Lena,  111  Operations 

Lyle  Everingham  463  467  53  32  1  Flint,  Mich  Retailing 


260  Lear  Siegler 

606  Leaseway  Transportation 

276  Levi  Strauss 

306  Libbey-Owens-Ford 

748  Liberty  Natl  Corp 


Robert  T  Campion  412  412  58  21  8  Minneapolis,  Minn  Finance 

Robert  A  Burgin  210  210  54  1  1  Rolling  Fork,  Miss  Operations 

Peter  E  Haas  318  403  60  34  3  San  Francisco,  Cal  Administration 

"Robert  G  Wingerter  383  383  62  12  12  Detroit,  Mich  Administration 

John  W  McLean  131  136  57  II  II  Okmulgee,  Okla  Banking 


639  Liberty  Natl  Life  Frank  P  Samford  Jr  170  192  58  31  12  Montgomery,  Ala  Legal 

232  Liggett  Group  Raymond  J  Mulligan  236  442  57  17  5  Munhall,  Pa  Marketing 

95  Eli  Lilly  Richard  D  Wood  580  624  52  29  6  Brazil,  Ind  Marketing 

641  Lincoln  First  Banks  Alexander  D  Hargrave  175  191  59  16  5  Canandaigua,  NY  Legal 

586  Lincoln  Natl  Corp  Ian  M  Holland  212  221  46  23  2  Ft  Wayne,  Ind  Insurance 


326  Litton  Industries 

398  Lockheed 

369  Loews 

485  Lone  Star  Industries 

7 1 2  Long  Island  Lighting 


Charles  B  Thornton 
Roy  A  Anderson 
Laurence  A  Tisch 
James  E  Stewart 
Charles  R  Pierce 


330 
317 
342 
274 
155 


370 
333 
348 
275 
155 


65 
58 
56 
57 
57 


25 
22 
19 
26 
29 


25 
1 

19 
1 
1 


Knox  County,  Tex 
Ripon,  Cal 
New  York,  NY 
Minneapolis,  Minn 
Bar  Harbor,  Me 


Founder 
Finance 
Finance 
Administration 
Legal 


297 
1 

607 
94 
336 


Louisiana  Land 
Louisiana-Pacific 
Lowe's  Companies 
LTV 
Lubrizol 


John  G  Phillips 
Harry  A  Merlo 
Leonard  G  Herring 
W  Paul  Thayer 
Lester  E  Coleman 


324 
354 
178 
579 
259 


386 
3,423 
210 
624 
363 


56 
54 
52 
59 
48 


27 
29 
23 
30 
24 


Camden,  Ark 
Stirling  City,  Cal 
Snow  Hill,  NC 
Henryetta,  Okla 
Akron,  Ohio 


Finance 
Marketing 

Finance 
Sales 
Technical 


tFor  Forbes  definitions  and  methodology  see  page  1 18. 
tMerged  into  Alleghany  Corp,  5/10/79. 
Salary  annualized. 


"Succeeded  by  William  E.  LaMothe,  1/19/79. 
"Succeeded  by  Joseph  E.  Luecke,  4/1/79. 
"Succeeded  by  John  M.  Richman,  6/1/79. 
"Succeeded  by  Don  T  McKone,  4/19/79. 
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Compensation 

salary  & 

total 

Years  served 

bonust 

remunerationt 

with 

as 

Business 

Rank 

Company 

Chief  executive 

($000) 

($000) 

Age 

company 

chief 

Place  of  birth 

background 

161 

Lucky  Stores 

Wayne  H  Fisher 

498 

525 

58 

16 

5 

Los  Angeles,  Cal 

Administration 

344 

R  H  Macy 

Donald  B  Smiley 

270 

360 

64 

33 

7 

Albany,  111 

Legal 

619 

Malone  &  Hyde 

Joseph  R  Hyde  HI 

203 

203 

36 

14 

10 

Memphis,  Tenn 

Administration 

194 

Mfrs  Hanover  Corp 

"Gabriel  Hauge 

435 

485 

65 

20 

8 

Hawley,  Minn 

Finance 

S68 

Mfrs  National  Corp 

Dean  E  Richardson 

222 

228 

51 

25 

6 

West  Branch,  Mich 

Banking 

9  282 

MAPCO 

Robert  E  Thomas 

303 

400 

64 

19 

19 

Cuyahoga  Falls,  Ohio 

Founder 

97 

Marathon  Oil 

Harold  D  Hoopman 

457 

617 

58 

32 

3 

Lucas,  Kan 

Production 

ida 

783 

Marine  Corp 

George  R  Slater 

119 

120 

55 

3 

1 

Indianapolis,  Ind 

Banking 

:ci 

479 

Marine  Midland  Banks 

Edward  W  Duffy 

269 

278 

53 

23 

5 

Utica,  NY 

Banking 

ill 

403 

Marriott 

I  Willard  Marriott  Jr 

287 

330 

47 

23 

6 

Washington,  DC 

Administration 

is 

126 

Marsh  &  McLennan 

John  M  Regan  Jr 

398 

563 

58 

33 

6 

Minneapolis,  Minn 

Insurance 

Tie 

565 

Marshall  &  Ilsley 

John  A  Puelicher 

140 

228 

58 

41 

21 

Milwaukee,  Wise 

Finance 

402 

Martin  Marietta 

J  Donald  Rauth 

325 

331 

61 

38 

6 

Pitman,  NJ 

Technical 

tug 

718 

Maryland  National 

Robert  D  H  Harvey 

152 

153 

58 

33 

15 

Baltimore,  Md 

Finance 

i.f 

286 

Masco 

Richard  A  Manoogian 

380 

396 

42 

21 

11 

Long  Branch,  NJ 

Administration 

ioj 

615 

Masonite 

Robert  N  Rasmus 

171 

205 

53 

21 

1 

Chicago,  111 

Operations 

tgal 

135 

May  Dept  Stores 

David  E  Babcock 

350 

557 

64 

12 

3 

Manitowoc,  Wise 

Administration 

m 

265 

Oscar  Mayer 

P  Goff  Beach 

409 

409 

64 

43 

7 

Chicago,  111 

Operations 

•m 

325 

MCA 

Lew  R  Wasserman 

330 

370 

66 

42 

32 

Cleveland,  Ohio 

Sales 

■:x 

132 

I  Ray  McDermott 

^Charles  L  Graves 

445 

560 

63 

33 

7 

Louisville,  Ky 

Technical 

349 

McDonald's 

Fred  L  Turner 

325 

357 

46 

22 

5 

Des  Moines,  Iowa 

Operations 

ia 

464 

McDonnell  Douglas 

Sanford  N  McDonnell 

229 

286 

56 

30 

7 

Little  Rock,  Ark 

Technical 

•ML 

257 

McGraw-Edison 

Edward  J  Williams 

335 

413 

56 

7 

6 

St  Louis,  Mo 

Finance 

Kt 

253 

McGraw  Hill 

Harold  W  McGraw  Jr 

303 

425 

61 

*n 
ol 

4 

New  York,  NY 

Marketing 

net 

295 

Mead 

Warren  L  Batts 

385 

388 

46 

7 

i 

Norfolk,  Va 

Marketing 

ta 

360 

Mellon  National  Corp 

James  H  Higgins 

277 

351 

63 

28 

4 

Kansas  City,  Mo 

Banking 

to 

;  332 

Melville 

Francis  C  Rooney  Jr 

366 

366 

57 

26 

15 

N  Brookfield,  Mass 

Retailing 

ti  i 

631 

Mercantile  Bancorp 

Donald  E  Lasater 

185 

196 

53 

20 

8 

St  Louis,  Mo 

Legal 

ons 

1  340 

Mercantile  Stores 

Leon  F  Winbigler 

346 

362 

53 

ir\ 
oU 

4 

Brookfield,  Mo 

Retailing 

ins 

535 

Mercantile  Texas 

Gene  H  Bishop 

233 

250 

49 

4 

4 

Forest,  Miss 

Banking 

oce 

750 

Merchants  National 

Otto  N  Frenzel  III 

133 

134 

48 

24 

6 

Indianapolis,  Ind 

Banking 

ins 

175 

Merck 

John  J  Horan 

418 

502 

58 

27 

3 

New  York,  NY 

Legal 

tioi 

290 

Merrill  Lynch  &  Co 

Donald  T  Regan 

393 

393 

60 

33 

8 

Cambridge,  Mass 

Investment 

ion 

140 

Mesa  Petroleum 

Thomas  B  Pickens  Jr 

300 

551 

51 

LL 

LI 

Holdenville,  Okla 

Founder 

inj 

421 

MGM 

Frank  E  Rosenfelt 

309 

309 

57 

23 

4 

Peabody,  Mass 

Legal 

%i 

660 

Fred  Meyer 

Oran  B  Robertson 

163 

176 

61 

33 

3 

Salem,  Ore 

Retailing 

\a> 

1  496 

MGIC  Investment 

Max  H  Karl 

246 

269 

69 

22 

22 

Milwaukee,  Wise 

Founder 

<M 

593 

Michigan  National 

Stanford  C  Stoddard 

187 

216 

48 

25 

7 

Salt  Lake  City,  Utah 

Finance 

tp 

555 

Middle  South  Utils 

Floyd  W  Lewis 

231 

235 

53 

29 

7 

Lincoln  County,  Miss 

Legal 

UH 

i  597 

Midlantic  Banks 

Robert  Van  Buren 

207 

213 

54 

8 

2 

Plainfield,  Nf 

Banking 

add 

85 

Minn  Mining  &  Mfg 

"Raymond  H  Herzog 

649 

649 

63 

38 

4 

Merricourt,  ND 

Operations 

net 

104 

Missouri  Pacific  Corp 

Downing  B  Jenks 

537 

600 

63 

18 

7 

Portland,  Ore 

Operations 

jc:; 

11 

Mobil 

Rawleigh  Warner  Jr 

792 

1,219 

58 

25 

9 

Chicago,  111 

Administration 

itWI 

87 

Monsanto 

John  W  Hanley 

542 

645 

57 

6 

6 

Parkersburg,  W  Va 

Marketing 

.tii 

t'224 

I  P  Morgan  &  Co 

Walter  H  Page 

410 

451 

63 

41 

1 

Huntington,  NY 

Banking 

ana 

!  287 

Morrison-Knudsen 

William  H  McMurren 

270 

396 

51 

24 

7 

Ontario,  Ore 

Operations 

mn| 

191 

Morton-Norwich 

John  W  Simmons 

313 

485 

59 

6 

6 

Toledo,  Ohio 

Administration 

jnct 

755 

Motorola 

Robert  W  Galvin 

125 

132 

56 

35 

19 

Marshheld,  Wise 

Administration 

via 

i  627 

Murphy  Oil 

Charles  H  Murphy  Jr 

182 

197 

59 

29 

29 

El  Dorado,  Ark 

Founder 

i  205 

Nabisco 

Robert  M  Schaeberle 

385 

472 

56 

32 

5 

Newark,  N[ 

Finance 

tFor  Fohbk.s  definitions  and  methodology  see  page  1 18.  "Succeeded  by  John  F.  McGilhcuddy,  4/1/79. 

"Succeeded  by  James  E.  Cunningham,  3/2/79. 
"Succeeded  by  Lewis  W.  Lehr,  3/31/79. 
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The  facts  about 
Keene's  14th 

record-breaking  quarter 
are  on  hand. 


EPS 

1st  Quarter  1979 


Good  news!  Our  1st  quarter 
79  earnings  were  a  record 
77<t  a  share,  up  33%  over  the 
record  first  quarter  earnings  of 
last  year.  Even  better  —  this  is 
the  fourteenth  time  in  a  row 
that  record  quarterly  earnings 
have  surpassed  the  earnings 
of  the  corresponding  quartera 
year  earlier.  Net  income  was 
also  a  record,  up  26%  over  first 
quarter  '78,  to  $2.5  million. 

Keene's  5 -year  EPS  growth  rate  is 
four  times  the  U.S.  Corporate  average. 

Between  1973  and  1978, 
Keene's  compounded  growth 
rate  was  30%  for  EPS.  That 
compares  to  7.5%  EPS  for  the 
S&.P  400  industrials.  Send  for 
our  Annual  Report  and  learn 
more  about  what  we've 
achieved,  and  what  we  plan 
for  key  products  like  bearings, 
lighting,  filtration  and  lami- 
nates. We'll  also  send  you  the 
facts  about  our  record  1st 
quarter. 


KEENE 

CORPORATION 

200  Park  Avenue.New  York.  N.Y  1 001  7 


Who  Gets  The  Most  Pay 


Compensation 

salary  & 

total 

Years  served 

hnn  1 1  q  t 

rPTTi  nnpratinnt 

with 

as 

Business 

Rank 

Company 

Chief  executive 

($000) 

($000) 

Age 

company 

chief 

Place  of  birth 

background 

444 

Nalco  Chemical 

Robert  T  Powers 

240 

297 

58 

33 

7 

Brookline,  Pa 

Sales 

356 

National  Airlines 

Lewis  B  Maytag 

314 

352 

52 

17 

17 

Rochester,  Minn 

Administration 

448 

National  Can 

Frank  W  Considine 

283 

295 

57 

17 

6 

Chicago,  111 

Sales 

684 

Natl  Central  Financial 

Wilson  D  McElhinny 

155 

167 

49, 

15 

4 

Detroit,  Mich 

Banking 

345 

National  City  Corp 

Claude  M  Blair 

205 

360 

66 

12 

7 

Columbia,  Tenn 

Legal 

358 

National  Detroit  Corp 

Robert  M  Surdam 

326 

351 

61 

32 

11 

Albany,  NY 

Finance 

389 

National  Distillers 

Drummond  C  Bell 

284 

339 

63 

22 

8 

Baltimore,  Md 

Finance 

446 

National  Gypsum 

Robert  E  Scifres 

288 

296 

61 

37 

1 

Lafayette,  Ind 

Operations 

143 

National  Steel 

George  A  Stinson 

529 

548 

64 

17 

13 

Camden,  Ark 

Legal 

662 

National  Tea 

Valdyn  W  Schulz 

173 

174 

50 

5 

3 

Edgeley,  ND 

Administration 

686 

Nationwide  Corp 

Dean  W  Jeffers 

148 

167 

62 

39 

7 

Woodsfield,  Ohio 

Marketing 

168 

Natomas 

Dorman  L  Commons 

287 

515 

61 

6 

5 

Denair,  Cal 

Administration 

415 

NCNB 

Thomas  I  Storrs 

304 

316 

60 

18 

5 

Nashville,  Tenn 

Banking 

13 

NCR 

William  S  Anderson 

523 

1,200 

60 

33 

5 

China 

Marketing 

711 

New  England  Electric 

Guy  W  Nichols 

155 

156 

53 

31 

7 

Colchester,  Vt 

Administration 

696 

New  England  Merchants 

Roderick  M  MacDougall 

160 

162 

53 

5 

1 

New  York,  NY 

Banking 

782 

N  Y  State  Elec  &  Gas 

Charles  F  Kennedy 

120 

120 

64 

5 

2 

Elmira,  NY 

Technical 

42S 

New  York  Times 

Arthur  O  Sulzberger 

303 

307 

53 

25 

16 

New  York,  NY 

Administration 

SOS 

Newmont  Mining 

Plato  Malozemoff 

262 

264 

69 

33 

25 

Russia 

Administration 

709 

Niagara  Mohawk  Power 

lohn  G  Haehl  Jr 

154 

158 

56 

17 

6 

Brooklyn,  NY 

Finance 

413 

NICOR 

Clarence  J  Gauthier 

204 

317 

57 

33 

8 

Houghton,  Mich 

Technical 

32 

N  L  Industries 

Ray  C  Adam 

422 

914 

59 

7 

4 

Aquilla,  Tex 

Administration 

564 

NIT 

Russell  L  Wagner 

337 

349 

63 

39 

1 

Marengo,  Iowa 

Insurance 

692 

Noble  Affiliates 

Sam  Noble 

163 

163 

53 

30 

9 

Colorado  Springs,  Colo 

Administration 

251 

Norfolk  &  Western  Ry 

John  P  Fishwick 

405 

426 

62 

33 

9 

Roanoke,  Va 

Legal 

538 

North  Amer  Philips 

Pieter  C  Vink 

360 

362 

59 

14 

10 

The  Netherlands 

Marketing 

648 

Northeast  Utilities 

Lelan  F  Sillin  Jr 

185 

185 

61 

11 

9 

Tampa,  Fla 

Legal 

'659 

No  Calif  Savings 

Firmin  A  Gryp 

174 

177 

51 

27 

9 

Monterey,  Cal 

Administration 

791 

No  Indiana  Pub  Svc 

Edmund  A  Schroer 

110 

110 

51 

2 

2 

Hammond,  Ind 

Legal 

■453 

Northern  Natural  Gas 

Willis  A  Strauss 

278 

292 

57 

30 

12 

Omaha,  Neb 

Technical 

1774 

No  States  Bancorp 

Robert  D  Krestel 

123 

124 

53 

2 

1 

New  Castle,  Pa 

Finance 

707 

No  States  Power 

Donald  W  McCarthy 

156 

158 

57 

31 

2 

Minneapolis,  Minn 

Operations 

372 

Northern  Trust 

3°Edward  B  Smith 

298 

345 

70 

47 

15 

Chicago,  111 

Finance 

25 

Northrop 

Thomas  V  Jones 

350 

975 

58 

25 

19 

Pomona,  Cal 

Administration 

316 

Northwest  Airlines 

"Donald  W  Nyrop 

375 

375 

67 

24 

24 

Elgin,  Neb 

Legal 

461 

Northwest  Bancorp 

Richard  H  Vaughan 

275 

289 

51 

27 

2 

Minneapolis,  Minn 

Banking 

405 

Northwest  Energy 

John  G  McMillian 

279 

326 

52 

6 

5 

Orange  City,  Tex 

Administration 

i2x 

Northwest  Industries 

Ben  W  Heineman 

558 

562 

65 

23 

23 

Wausau,  Wise 

Legal 

596 

Northwestern  Finl 

Ben  T  Craig 

199 

214 

46 

1 

1 

Gastonia,  NC 

Finance 

33 

Norton 

Robert  Cushman 

370 

895 

63 

34 

8 

Winchester,  Mass 

Marketing 

4 

Norton  Simon 

David  J  Mahoney 

917 

2,064 

56 

12 

9 

New  York,  NY 

Marketing 

116 

Occidental  Petroleum 

Armand  Hammer 

420 

576 

81 

21 

21 

New  York,  NY 

Finance 

77 

Ogden 

Ralph  E  Ablon 

575 

677 

63 

24 

17 

Tupelo,  Miss 

Administration 

663 

Ohio  Casualty 

John  G  Sloneker 

159 

174 

57 

31 

1 

Hamilton,  Ohio 

Insurance 

746 

Ohio  Edison 

John  R  White 

137 

137 

63 

26 

4 

Akron,  Ohio 

Legal 

796 

Oklahoma  Gas  &  Elec 

James  G  Harlow  Jr 

94 

102 

45 

18 

3 

Oklahoma  City,  Okla 

Finance 

688 

Old  Kent  Financial 

Richard  M  Gillett 

135 

165 

55 

21 

15 

Grand  Rapids,  Mich 

Administration 

273 

Olin  Corp 

John  M  Henske 

330 

406 

56 

10 

1 

Omaha,  Neb 

Operations 

719 

Overseas  Shipholding 

Morton  P  Hyman 

153 

153 

43 

9 

7 

New  York,  NY 

Legal 

353 

Owens-Corning  Fbrgls 

William  W  Boeschenstein 

340 

354 

53 

28 

6 

Chicago,  111 

Marketing 

tFor  Forbes  definitions  and  methodology  see  page  118.  '"Succeeded  by  E.  Norman  Staub,  3/6/79. 

"Succeeded  by  M.  Joseph  Lapensky,  1/1/79. 
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WhoGetsThe  Most  Pay 


Compensation 


salary  &  total  .  Years  served 


bonust 

remuneration! 

with 

as 

Business 

Rank 

Company 

Chief  executive 

($000) 

($000) 

Age 

company 

chief 

Place  of  birth 

background 

46 

Owpnc  Tllinniv 
\J  w  CI  la -llllliuis 

Edwin  D  Dodd 

473 

772 

60 

32 

Pnint  Plpacant    \A/  Va 

I  Ullll    1    1  '.  d  3d  I!  1.      VV    V  d 

D 

r  roouction 

o  f  *+ 

(   harlot  M  Piorttt 
V  lldrit^  ill  Flglill 

344 

£n 

JU 

23 

ocaine,  wasn 

Administration 

570 

Pacific  Gas  &  Elec 

32John  F  Bonner 

220 

227 

65 

42 

2 

Missoula,  Mont 

Technical 

527 

Pacific  Lighting 

Paul  A  Miller 

250 

254 

54 

30 

10 

San  Francisco,  Cal 

Finance 

608 

Pacific  Lumber 

Robert  B  Hoover 

168 

209 

63 

39 

3 

Fresno,  Cal 

Sales 

741 

Parifir  Pwr  &  T.t 

Don  C  Frisbee 

140 

140 

55 

25 

13 

Cin  Franncrri   C* a  1 
oaii  ridiitisn),  v-di 

rinance 

308 

Paine  Webber 

James  W  Davant 

31 1 

381 

61 

33 

15 

JvtcComb  Miss 

311 

Pan  Am  World  Airways 

William  T  Seawell 

375 

380 

61 

7 

7 

Pine  Bluff,  Ark 

Operations 

430 

Panhandle  Eastern 

Richard  L  O'Shields 

294 

304 

52 

19 

9 

Ozark,  Ark 

Production 

433 

Parker-Hannifin 

Patrick  S  Parker 

288 

303 

49 

26 

7 

Cleveland,  Ohio 

Administration 

271 

Prtrsnnc 

Willi 'iiti  F  I  pnnhard 

399 

407 

64 

12 

3 

\A  1 1 1 H 1  ft  r\\*J~r\  P-l 
IV11UU1CIUW11,  i  a 

l  ecnnicaJ 

562 

Penn  Central 

Richard  Dicker 

230* 

230 

65 

1 

1 

New  York,  NY 

Investment 

206 

J  C  Penney 

Donald  V  Seibert 

374 

471 

55 

31 

4 

Hamilton,  Ohio 

Retailing 

747 

Pa  Power  &  Light 

33Jack  K  Busby 

134 

137 

62 

27 

15 

Chicago,  111 

Legal 

462 

Pennwalt 

Edwin  E  Tuttle 

289 

289 

52 

28 

1 

Syracuse,  NY 

Administration 

67 

Ppnn7(ii  1 

I  Hnuh  I  if>r!tL*> 

425 

712 

57 

23 

16 

lulsa,  UKla 

Legal 

522 

Peoples  Gas 

Orval  C  Davis 

250 

257 

59 

32 

1 

Roseclare  11 

Technical 

798 

Peoples  Natl  Bank 

Joshua  Green  HI 

101 

101 

43 

27 

2 

Seattle,  Wash 

Banking 

76 

PepsiCo 

Donald  M  Kendall 

510 

682 

58 

32 

16 

Sequim,  Wash 

Marketing 

493 

Perkin-Elmer 

Robert  H  Sorensen 

184 

270 

58 

19 

1 

Racine,  Wise 

Technical 

725 

Pptri<»  Stnrp** 

Miltnn  I  Pptrip 

i                         J    !  CHIC 

150 

150 

76 

47 

47 

Salf  T  akp  Pitv  Utah 

T"  ni  i  nrl  pt 

418 

Pptrnlsnp 

Riinnlnn  1  Mi  n  m  pr 

297 

312 

61 

32 

22 

iviiiii iCaJJUlls,  IviiiiH 

211 

Pfizer 

Edmund  T  Pratt  Jr 

452 

466 

52 

14 

6 

Savannah,  Ga 

Finance 

365 

Phelps  Dodge 

George  B  Munroe 

301 

349 

57 

21 

9 

Joliet,  111 

Legal 

669 

Philadelphia  Electric 

fames  L  Everett 

169 

171 

52 

29 

1 

Charlotte,  NC 

Technical 

490 

Phi  laffalfilita  Matl 
flllldUclUUla  1  >  J 1 1 

9—  Unmc  n c\ t-r i ti c If 
VJ  iVlUIIlS  1  "\ II  I  d  1 1  v  t  |I 

189 

271 

56 

27 

10 

...  ... 

r  nilaGelpnia,  r a 

finance 

123 

P h 1 1  in  M  t\T ri  c 
r  III  HP  j  villi  I  IS 

VXCUIKC    »»  C19911M 11 

397 

566 

59 

27 

Npw  York  NY 

1NCW    1UI1*v,  i'i  1 

i'ldllvCllllg 

91 

Phillips  Petroleum 

William  F  Martin 

287 

631 

62 

40 

6 

Blackwell,  Okla 

Finance 

100 

Pillsbury 

William  H  Spoor 

390 

614 

56 

29 

6 

Pueblo,  Colo 

Administration 

574 

Pioneer  Hi-Bred  Intl 

Dr  William  L  Brown 

138 

225 

65 

34 

3 

Arbovale,  W  Va 

Technical 

177 

Ps trip v  Rnwpc 

Fr»*<{  T  Allen 

1  IIU     1  fillCU 

337 

500 

62 

40 

5 

Prnvinpnrp   R I 

510 

Pittsburgh  National 

/y\trle  E  Gilliand 

246 

263 

57 

26 

9 

Pitcairn  Pa 

Finance 

225 

Pittston 

Nicholas  T  Camicia 

377 

450 

63 

10 

9 

Welch,  W  Va 

Operations 

351 

Polaroid 

Edwin  H  Land 

347 

354 

70 

41 

41 

Bridgeport,  Conn 

Founder 

775 

Portland  Genl  Elec 

Frank  M  Warren 

120 

122 

63 

41 

24 

Portland,  Ore 

Technical 

55 

Pntla  trh 
I  Ulla IU1 

RirharH  R  MaHnVn 

IVUllalU  13   I'ldUUl  II 

419 

750 

50 

g 

g 

Fmanrp 

1   1  1  1  it  l  1  L  L 

632 

nutMiidi  e.icc  rower 

\AJ  D  Tnnmncnn 
*»  rvciu  l  lluilipMIll 

192 

195 

54 

Q 

g 

1    '  U  I  I  1  Ll  I  1  1  .        »  V. 

Legal 

185 

PPG  Industries 

34Robinson  F  Barker 

439 

489 

65 

43 

11 

Boston,  Mass 

Sales 

86 

Procter  &  Gamble 

Edward  G  Harness 

493 

646 

60 

39 

5 

Marietta,  Ohio 

Marketing 

698 

Provident  Life  &  Acc 

3SHenry  C  Unruh 

160 

160 

65 

33 

7 

West  Germany 

Insurance 

720 

Prnvinpfif  Matl  I- ctrrt 

Dnnpr  *i  Mlll''v 

138 

152 

52 

28 

5 

\A/vnpr*tp  Pa 

Finance 

795 

PuKlip  ^nfi'i/'n  i  i \\ ii 
rulHK                    \—  U1U 

RirharH  F  Wallrpr 

104 

105 

55 

30 

1 

Allianpp  Mpn 

Tprhm  pal 

758 

Public  Service  Ind 

Hugh  A  Barker 

124 

132 

53 

20 

2 

Stillwater  Minn 

Finance 

621 

Public  Svc  Elec  &  Gas 

Robert  I  Smith 

197 

203 

60 

38 

3  • 

Arlington,  NJ 

Technical 

786 

Puget  Sound  Pwr  &  Lt 

John  W  Ellis 

115 

119 

50 

9 

3 

Seattle,  Wash 

Legal 

348 

Pullman 

Clark  P  Lattin  Jr 

276 

357 

63 

13 

1 

Yonkers,  NY 

Sales 

329 

Quaker  Oats 

Robert  D  Stuart  Jr 

332 

368 

63 

32 

12 

Hubbard  Woods,  111 

Marketing 

620 

Rainier  Bancorp 

G  Robert  Truex  Jr 

200 

203 

55 

5 

5 

Red  Bank,  NJ 

Administration 

45 

Ralston  Purina 

R  Hal  Dean 

475 

773 

63 

40 

11 

Mitchell,  SD 

Production 

48 

Rapid-American 

Meshulam  Riklis 

729 

770 

55 

24 

24 

Turkey 

Finance 

tFor  Forbes  definitions  and  methodology  see  page  118.  "Succeeded  by  Frederick  W.  Mielke,  Jr.,  6/1/79. 

*  Salary  annualized.  "Succeeded  by  Robert  K.  Campbell,  3/1/79. 

"Succeeded  by  L.  Stanton  Williams,  1/1/79. 

"Succeeded  by  H.  Carey  Hanlin,  3/31/79. 
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i  Standard  Chartered  A 

RANK  I  IMITFn  V/V* 


BANK  LIMITED 

Comments  by  the  Chairman,  The  Rt.  Hon.  Lord  Barber 

GROUP  RESULTS 

The  trading  profits  of  the  Bank  and  its  subsidiaries  for  the  nine- month  period  ended  December  31  1 978  were  US$226.9 
million  and  the  Bank's  share  of  associated  companies'  profits  amounted  to  US  $24.4  million,  giving  total  profits  before  taxation 
and  extraordinary  items  of  US  $251 .3  million.  During  the  nine  months,  total  Group  assets  increased  from  US$1  7.4  billion  to 
US  $1 9.2  billion  and  38  offices  were  opened  or  acquired.  With  the  acquisition  of  Union  Bank  on  April  1 7  1  979  total  Group 
assets  increased  to  some  US$24.6  billion. 

The  Accounting  Reference  Date  of  the  parent  company  and  a  number  of  subsidiaries  has  been  changed  from  March  31  to 
December  31  so  that  a  direct  comparison  of  the  nine-month  period  under  review  with  the  preceding  twelve  months  is  not 
possible.  However,  the  upward  trend  of  trading  profits  was  maintained  against  an  international  background  beset  by  economic 
and  political  uncertainties  as  well  as  continuing  inflationary  pressures. 

In  a  number  of  areas  of  importance  to  Standard  Chartered,  notably  the  Far  East  and  South  East  Asia,  the  pace  of  economic 
recovery  was  encouraging. 

THE  UNITED  STATES 

A  significant  tightening  in  monetary  policy  by  the  authorities  and  a  strong  demand  for  credit  from  both  the  public  and 
private  sectors  led  to  a  steep  rise  in  interest  rates  over  the  year.  Standard  Chartered  Bank's  operations  in  New  York  produced  very 
satisfactory  results  and  the  Bank's  wholly  owned  subsidiary  in  California,  The  Chartered  Bank  of  London,  continued  its  policy 
of  expansion. 

UNION  BANK,  CALIFORNIA 

The  Board  of  Governors  of  the  Federal  Reserve  approved  the  acquisition  of  Union  Bancorp  in  California,  and  I  take  this 
opportunity  of  welcoming  the  staff  to  our  Group.  This  important  step  brings  into  the  Standard  Chartered  family  the  old-established 
Union  Bank,  ranking  in  deposit  terms  twenty-fifth  among  United  States  banks. 

Together  with  The  Chartered  Bank  of  London,  Union  Bank  will  provide  a  substantial  dollar  deposit  base,  strengthen  the 
Group's  overall  posture  in  the  United  States  and  reinforce  the  Group's  lending  capacity  worldwide.  Union  Bank  for  its  part  will 
have  at  its  disposal  the  facilities  and  experience  of  the  international  network  of  Standard  Chartered  covering  some  60  countries. 

From  the  strategic  aspect  the  acquisition  raises  the  proportion  of  Group  assets  held  in  North  America  to  about  one  quarter 
of  the  total.  With  a  broadly  balanced  distribution  of  assets  between  the  other  main  operating  areas  -  the  United  Kingdom  and 
Europe,  Asia  and  the  Middle  East,  and  Africa  -  Standard  Chartered  is  well  placed  to  absorb  any  fluctuations  which  may  occur 
in  the  prosperity  and  stability  of  particular  countries  or  areas. 

PACIFIC  BASIN 

Great  changes  are  taking  place  in  the  People's  Republic  of  China  and  in  its  relations  with  the  rest  of  the  world.  The 
Chartered  Bank  has  been  in  China  for  more  than  1  20  years  and,  as  one  of  only  two  foreign  banks  with  an  operating  branch, 
it  is  well  situated  to  participate  in  trade  and  industrial  developments  there. 

For  the  third  year  in  succession  real  growth  in  the  Hong  Kong  economy  attained  a  very  high  level  and  The  Chartered  Bank 
in  Hong  Kong  achieved  excellent  results.  The  Bank's  branches  in  Japan  and  South  Korea  also  recorded  higher  profits.  In 
Australia  the  Group's  finance  company  subsidiary,  Mutual  Acceptance  Limited,  continued  to  make  steady  progress,  as  also  did 
Standard  Chartered  Australia  Limited,  the  Group's  merchant  bank. 

Copies  of  the  Report  and  Accounts  and  of  the  Chairman's  Statement  may  be  obtained  from:- 
Standard  Chartered  Bank  Limited,  160  Water  Street,  New  York,  N.Y.  10038 
Union  Bank,  445  South  Figueroa  Street,  Los  Angeles,  California  90051 
The  Chartered  Bank  of  London,  465  California  Street,  San  Francisco,  California  94104 

Figures  converted  at  $2.05  =  £1 


l        Total  Assets  US  $24  6  billion  ) 
Total  Deposits  US  $22-5  billion 

1,500  offices  in  60  countries 

\  around  the  world.  J 

 " 

Standard  Chartered 
helps  you  throughout  the  world 
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248 

Raytheon 

Thomas  L  Phillips 

426 

429 

55 

31 

10 

Greece 

Technical 

- 

64 

RCA 

Edgar  H  Griffiths 

391 

726 

58 

30 

2 

Philadelphia,  Pa 

Finance 

320 

Reliance  Electric 

B  Charles  Ames 

372 

374 

54 

7 

2 

Elgin,  111 

Administration 

38 

Reliance  Group 

Saul  P  Steinberg 

750 

831 

39 

18 

18 

New  York,  NY 

Founder 

751 

Republic  New  York 

Louis  Moskowitz 

125 

63 

1 

1 

New  York,  NY 

Banking 

1 

540 

Republic  of  Texas 

James  D  Berry 

223 

249 

58 

29 

2 

Sapulpa,  Okla 

Banking 

• 

203 

Republic  Steel 

William  1  De  Lancey 

453 

477 

63 

27 

5 

Chicago,  111 

Administration 

■ 

514 

Reserve  Oil  &  Gas 

Paul  D  Meadows 

202 

260 

52 

12 

2 

Niotaze,  Kan 

Technical 

737 

Resorts  Intl 

Irving  G  Davis  Jr 

125 

142 

54 

19 

19 

White  Plains,  NY 

Operations 

434 

Revco  D  S 

Sidney  Dworkin 

179 

58 

23 

12 

Detroit,  Mich 

Founder 

27 

Revlon 

Michel  C  Bergerac 

867 

960 

47 

4 

4 

France 

Administration 

i 

445 

Rexnord 

Robert  V  Krikorian 

292 

297 

59 

28 

1 

New  Haven,  Conn 

Operations 

142 

R  |  Reynolds  Inds 

I  Paul  Sticht 

560 

548 

61 

6 

1 

Clairton,  Pa 

Marketing 

j 

184 

Reynolds  Metals 

David  P  Reynolds 

361 

490 

64 

42 

3 

Bristol,  Term 

Marketing 

465 

Richardson -Merrell 

John  S  Scott 

272 

285 

53 

28 

3 

West  Orange,  N| 

Marketing 

I' 

681 

Riggs  Natl  Bank 

Vincent  C  Burke  Jr 

167 

167 

56 

24 

3 

Louisville,  Ky 

Banking 

• 

216 

Roadway  Express 

William  F  Spitznagel 

433 

460 

52 

29 

1 

Fairfield,  Ala 

Operations 

■ 

60 

Rockwell  Intl 

Robert  Anderson 

720 

742 

58 

11 

5 

Columbus,  Neb 

Technical 

160 

Rohm  &  Haas 

Vincent  L  Gregory 

403 

526 

56 

29 

8 

Oil  City,  Pa 

Finance 

158 

Ryder  System 

Leslie  O  Barnes 

525 

62 

3 

3 

Canisteo,  NY 

Administration 

■ 

501 

Safeco 

"•Gordon  H  Sweany 

215 

267 

66 

44 

9 

Curtis,  Wash 

Legal 

400 

Safeway  Stores 

William  S  Mitchell 

313 

332 

64 

42 

5 

Alameda,  Cal 

Finance 

592 

St  Joe  Minerals 

John  C  Duncan 

251 

217 

58 

8 

7 

New  York,  NY 

Operations 

• 

391 

St  Paul  Companies 

Carl  B  Drake  Jr 

311 

338 

59 

37 

6 

St  Paul,  Minn 

Administration 

294 

St  Regis  Paper 

"George  J  Kneeland 

267 

62 

40 

7 

New  York,  N  Y 

Production 

■ 

770 

San  Diego  Gas  &  Elec 

Robert  E  Morris 

121 

127 

57 

13 

3 

Parsons,  Kan 

Marketing 

0 

431 

Santa  Fe  Industries 

John  S  Reed 

304 

304 

62 

39 

6 

Chicago,  111 

Operations 

217 

Santa  Fe  Intl 

Edfred  L  Shannon  Jr 

387 

460 

53 

25 

16 

Durant,  Okla 

Technical 

)j 

359 

Schering-Plough 

Richard  J  Bennett 

312 

351 

62 

32 

1 

Brooklyn,  NY 

Legal 

610 

Jos  Schlitz  Brewing 

Darnel  F  McKeithan  Jr 

205 

208 

43 

2 

1 

Abbottsburg,  NC 

Iecnnical 

166 

Schlumberger 

Jean  Riboud 

380 

517 

59 

28 

14 

France 

Legal 

221 

SCM 

Paul  H  Flicker 

403 

454 

56 

22 

7 

New  York,  NY 

Finance 

362 

SCOA  Industries 

Herbert  H  Schiff 

350 

350 

62 

40 

14 

Columbus,  Ohio 

Administration 

■ 

725 

Scot  Lad  Foods 

Joseph  J  Lickteig 

150* 

150 

63 

1 

1 

Cresco,  Iowa 

Administration 

363 

Scott  Paper 

Charles  D  Dickey  Jr 

349 

349 

61 

32 

8 

New  York,  N  Y 

Operations 

557 

Seaboard  Coast  Line 

Prime  Osborn  ID 

231 

232 

63 

22 

2 

Greensboro,  Ala 

Legal 

474 

Seafirst 

William  M  Jenkins 

270 

282 

60 

33 

16 

Sultan,  Wash 

Banking 

i: 

284 

G  D  Searle 

Donald  H  Rumsfeld 

262 

398 

46 

2 

2 

Chicago,  111 

Administration 

. 

127 

Sears,  Roebuck 

Edward  R  Telling 

563 

563 

60 

33 

1 

Danville,  111 

Retailing 

T  711 

2,/y 

Security  Pacific 

Richard  J  Flamson  in 

387 

Ann 

24 

1 

Los  Angeles,  Cal 

Banking 

735 

Shawmut  Corp 

D  Thomas  Trigg 

140 

143 

64 

42 

7 

Eureka,  Kan 

Finance 

• 

88 

Shell  Oil 

John  F  Bookout 

538 

638 

56 

28 

3 

Shreveport,  La 

Technical 

556 

Sherwin-Williams 

'"William  C  Fine 

223 

233 

61 

37 

1 

Aledo,  Okla 

Technical 

- 

57 

Signal  Companies 

Forrest  N  Shumway 

445 

747 

52 

22 

11 

Skowhegan,  Me 

Legal 

268 

Singer 

Joseph  B  Flavin 

407 

407 

50 

3 

3 

St  Louis,  Mo 

Finance 

727 

Skaggs  Companies 

Lennie  S  Skaggs 

150 

150 

55 

34 

13 

Yakima,  Wash 

Retailing 

412 

A  O  Smith 

Lloyd  B  Smith 

295 

318 

58 

37 

12 

Milwaukee,  Wise 

Administration 

472 

Smith  International 

Jerry  W  Neely 

280 

283 

42 

13 

2 

Torrance,  Cal 

Operations 

14 

SmithKIine  Corp 

Robert  F  Dee 

453 

1,163 

54 

30 

7 

Cincinnati,  Ohio 

Administration 

577 

Snap-On  Tools 

Norman  E  Lutz 

225 

225 

64 

33 

4 

Racine,  Wis 

Finance 

tFor  Forbes  definitions  and  methodology  see  page  1 18. 
*  Salary  annualized. 


'•"Succeeded  by  Roland  M.  Trafton,  1/1/79. 
"Succeeded  by  William  R.  Haselton,  4'26/79. 
'"Succeeded  by  John  G.  Breen,  1/15/79. 
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547 

Society  Corp 

J  Maurice  Struchen 

189 

242 

58 

9 

3 

Cleveland,  Ohio 

Banking 

732 

South  Carolina  E  &  G 

Arthur  M  Williams  Jr 

138 

147 

64 

34 

11 

Charleston,  SC 

Legal 

689 

South  Carolina  Natl 

John  H  Lumpkin 

154 

165 

63 

14 

10 

Fairbanks,  Mas 

Finance 

509 

Southeast  Banking 

Harry  H  Bassett 

262 

263 

62 

32 

13 

Flint,  Mich 

Finance 

713 

Southern  Bancorp  Ala 

Guy  H  Caff  ey  )r 

138 

155 

53 

28 

6 

Verbena,  Ala 

Finance 

517 

Southern  Calif  Edison 

Jack  K  Horton 

243 

258 

63 

20 

14 

Stanton,  Neb 

Legal 

531 

Southern  Company 

Alvin  W  Vogtle  Jr 

242 

252 

60 

38 

9 

Birmingham,  Ala 

Legal 

451 

So  Natural  Resources 

John  S  Shaw  Jr 

263 

293 

63 

18 

11 

New  Orleans,  La 

Finance 

694 

So  New  England  Tel 

Alfred  W  Van  Sinderen 

155 

162 

55 

31 

11 

Brooklyn,  NY 

Operations 

388 

Southern  Pacific 

Benjamin  F  Biaggini 

328 

339 

63 

42 

11 

New  Orleans,  La 

Technical 

396 

Southern  Railway 

L  Stanley  Crane 

228 

334 

63 

42 

2 

Cincinnati,  Ohio 

Operations 

283 

Southland  Corp 

John  P  Thompson 

369 

399 

53 

30 

18 

Dallas,  Tex 

Finance 

583 

Southland  Royalty 

Jon  Brumley 

201 

223 

40 

12 

5 

Pampa,  Tex 

Administration 

534 

Southwest  Bancshares 

John  T  Cater 

202 

251 

43 

2 

2 

Temple,  Tex 

Banking 

487 

Southwestern  Life 

William  H  Seay 

257 

275 

59 

10 

10 

Dallas,  Tex 

Finance 

762 

Southwestern  Pub  Svc 

Roy  Tolk 

127 

130 

63 

40 

7 

Gage,  Okla 

Technical 

382 

Sperry  &  Hutchinson 

William  S  Beinecke 

281 

341 

65 

27 

17 

New  York,  NY 

Legal 

202 

Sperry  Rand 

J  Paul  Lyet 

464 

479 

62 

35 

6 

Philadelphia,  Pa 

Finance 

312 

Square  D 

Mitchell  P  Kartalia 

375 

377 

66 

38 

11 

Yukon,  Pa 

Marketing 

218 

Squibb 

Richard  M  Furlaud 

458 

457 

56 

23 

13 

New  York,  NY 

Legal 

489 

A  E  Staley  Mfg 

Donald  E  Nordlund 

267 

273 

57 

23 

6 

Stromsburg,  Neb 

Administration 

124 

Standard  Brands 

F  Ross  Johnson 

480 

564 

47 

8 

3 

Winnipeg,  Can 

Finance 

69 

Standard  Oil  Calif 

Harold  J  Haynes 

487 

707 

53 

32 

5 

Fort  Worth,  Tex 

Production 

93 

Standard  Oil  Ind 

John  E  Swearingen 

607 

626 

60 

40 

18 

Columbia,  SC 

Production 

187 

Standard  Oil  Ohio 

Alton  W  Whitehouse  Jr 

369 

488 

51 

10 

1 

Albany,  NY 

Legal 

670 

State  Street  Boston 

William  S  Edgerly 

169 

171 

52 

3 

3 

Lewiston,  Me 

Finance 

114 

Stauffer  Chemical 

H  Barclay  Morley 

410 

583 

50 

16 

5 

Sydney,  Can 

Technical 

354 

Sterling  Drug 

Dr  W  Clarke  Wescoe 

262 

354 

59 

9 

5 

Allentown,  Pa 

Technical 

328 

J  P  Stevens 

James  D  Finley 

360 

368 

62 

33 

9 

Jackson,  Ga 

Sales 

494 

Stop  &  Shop 

"Sidney  R  Rabb 

263 

269 

78 

61 

49 

Boston,  Mass 

Administration 

222 

Storage  Technology 

Jesse  I  Aweida 

452 

452 

48 

10 

10 

Palestme 

Technical 

61 

Studebaker-Worthington 

Derald  H  Ruttenberg 

644 

740 

63 

11 

10 

Lafayette,  Ind 

Finance 

763 

Suburban  Bancorp 

Robert  F  Tardio 

128 

130 

50 

5 

5 

New  York,  NY 

Finance 

765 

Sumitomo  Bank  of  Cal 

40Yoshio  Tada 

128 

128 

50 

28 

3 

Japan 

Banking 

740 

Sun  Banks  of  Florida 

Richard  F  Livingston 

140 

140 

59 

38 

5 

Daytona  Beach,  Fla 

Banking 

196 

Sun  Company 

Theodore  A  Burtis 

399 

484 

57 

12 

1 

Jamaica,  NY 

Technical 

457 

Sunbeam 

Robert  P  Gwinn 

256 

292 

72 

43 

24 

Anderson,  Ind 

Sales 

419 

Sundstrand 

■"Bruce  F  Olson 

270 

310 

63 

33 

11 

Rockford,  111 

Administration 

S19 

Super  Valu  Stores 

Jack  J  Crocker 

258 

258 

54 

6 

6 

Portland,  Ore 

Retailing 

238 

Superior  Oil 

Howard  B  Keck 

433 

435 

66 

45 

26 

Trinidad 

Administration 

551 

Supermarkets  General 

Louis  Lowenstein 

208 

241 

54 

17 

1 

New  York,  NY 

Legal 

682 

Sysco 

John  F  Baugh 

167 

167 

63 

33 

9 

Waco,  Tex 

Founder 

779 

Tampax 

42Thomas  F  Casey 

120 

120 

71 

43 

23 

Rye,  NY 

Finance 

61  1 

Tandy 

Phil  R  North 

200* 

207 

60 

13 

1 

Fort  Worth,  Tex 

Administraton 

778 

Tecumseh  Products 

Kenneth  G  Herrick 

121 

121 

58 

39 

8 

(ackson,  Mich 

Production 

S79 

Tektronix 

Earl  Wantland 

144 

225 

47 

24 

4 

Bridge,  Ore 

Administration 

174 

Teledyne 

Henry  E  Singleton 

500 

509 

62 

18 

18 

Haslet,  Tex 

Founder 

83 

Tenneco 

James  L  Ketelsen 

417 

661 

48 

12 

1 

Davenport,  Iowa 

Finance 

613 

Tenn  Valley  Bancorp 

William  F  Earthman 

175 

206 

53 

25 

7 

Nashville,  Tenn 

Finance 

182 

Tesoro  Petroleum 

Robert  V  West  Jr 

253 

277 

58 

23 

14 

Kansas  City,  Mo 

Founder 

40 

Texaco 

Maurice  F  Granville 

656 

824 

63 

40 

7 

La  Grange,  Tex 

Technical 

tFor  Forbes  definitions  and  methodology  see  page  1 18.  "Succeeded  by  Avram  J.  Goldberg,  5/30/79. 

*Salary  annualized.  ""Succeeded  by  Nimei  Akamatsu,  2/13/79. 

"'Succeeded  by  James  W.  Ethington,  3/16/79 
"Succeeded  by  E.  Russell  Sprague,  1/1/79. 
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Who  Gets  The  Most  Pay 


Compensation 


salary  &.  total  •  Years  served 


bonust 

remuneration! 

with 

as 

Business 

Rank 

Company 

Chief  executive 
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|$000) 

Age 

company 

chief 

Place  of  birth 

background 

637 

Texas  American  Bshs 

Lewis  H  Bond 

186 

192 

57 

27 

14 

Ashport,  Tenn 

Banking 

280 

Texas  Commerce  Bshs 

Ben  F  Love 

355 

401 

54 

12 

6 

Vernon,  Tex 

Finance- 

208 

Texas  Eastern 

George  F  Kirby 

306 

466 

62 

9 

6 

Cheneyville,  La 

Administration 

558 

Texas  Gas  Transmn 

Dennis  R  Hendrix 

214 

231 

39 

6 

1 

Selmer,  Tenn 

Finance 

117 

Texas  Instruments 

Mark  Shepherd  Jr 

407 

575 

56 

31 

10 

Dallas,  Tex 

Technical 

512 

Texas  Oil  &  Gas 

William  L  Hutchison 

261 

261 

47 

21 

3 

Dallas,  Tex 

Legal 

622 

Texas  Utilities 

T  Louis  Austin  Jr 

190 

203 

60 

26 

6 

Trenton,  Tenn 

Production 

355 

Texasgulf 

Charles  F  Fogarty 

296 

353 

58 

27 

5 

Denver,  Colo 

Technical 

399 

Textron 

Joseph  B  Collinson 

301 

332 

64 

19 

1 

Raymond,  Ohio 

Finance 

752 

Third  National  Corp 

Charles  J  Kane 

122 

134 

59 

4 

3 

Louisville,  Ky 

Banking 

441 

Thomas  &  Betts 

J  David  Parkinson 

223 

300 

49 

25 

5 

Philadelphia,  Pa 

Marketing 

209 

Tiger  International 

Wayne  M  Hoffman 

372 

466 

56 

11 

8 

Chicago,  111 

Legal 

58 

Time  Inc 

Andrew  Heiskell 

447 

746 

63 

42 

9 

Italy 

Operations 

103 

Times  Mirror 

Franklin  D  Murphy 

420 

604 

63 

10 

10 

Kansas  City,  Mo 

Administration 

204 

Timken 

Herbert  E  Markley 

472 

472 

64 

40 

11 

Martin,  Ohio 

Legal 

757 

Toledo  Edison 

John  P  Williamson 

125 

132 

57 

28 

6 

Cleveland,  Ohio 

Finance 

272 

Tosco 

Morton  M  Winston 

310 

407 

48 

15 

3 

New  York,  NY 

Legal 

235 

Trans  Union 

Jerome  W  Van  Gorkom 

370 

439 

61 

22 

16 

Denver,  Colo 

Finance 

366 

Trans  World 

L  Edwin  Smart 

228 

348 

55 

12 

2 

Columbus,  Ohio 

Legal 

81 

Transamerica 

John  R  Beckett 

650 

667 

61 

18 

13 

San  Francisco.  Cal 

Administration 

486 

Transco  Companies 

William  J  Bowen 

291 

275 

57 

4 

4 

Sweetwater,  Tex 

Operations 

495 

Transohio  Financial 

Warner  B  Bishop 

269 

269 

60 

16 

16 

Lakewood,  Ohio 

Administration 

334 

Transway  Intl 

G  Russell  Moir 

220 

365 

67 

49 

12 

Scotland 

Sales 

146 

Travelers 

Morrison  H  Beach 

476 

540 

62 

39 

6 

Winsted,  Conn 

Insurance 

679 

Trust  Co  of  Georgia 

Robert  Strickland 

156 

168 

52 

30 

2 

Atlanta,  Ga 

Banking 

171 

TRW 

Ruben  F  Mettler 

495 

513 

55 

24 

1 

Shafter,  Cal 

Technical 

776 

Tucson  Gas  &  Electric 

Theodore  M  Welp 

109 

122 

45 

5 

3 

San  Francisco,  Cal 

Finance 

567 

Turner  Construction 

Walter  B  Shaw 

209 

228 

59 

38 

2 

New  York,  NY 

Operations 

9 

Twentieth  Century-Fox 

Dennis  C  Stanfill 

581 

1,317 

52 

9 

7 

Centerville,  Tenn 

Finance 

293 

UAL 

Edward  E  Carlson 

388 

389 

68 

8 

8 

Tacoma,  Wash 

Administration 

476 

tUnion  Bancorp 

Harry  J  Volk 

280 

280 

73 

22 

22 

Trenton,  NJ 

Administration 

263 

Union  Camp 

Alexander  Calder  Jr 

313 

410 

62 

38 

19 

Brooklyn,  NY 

Marketing 

106 

Union  Carbide 

William  S  Sneath 

553 

598 

53 

28 

2 

Buffalo,  NY 

Finance 

705 

Union  Commerce  Corp 

43Joseph  C  Coakley 

159 

159 

51 

10 

8 

Cleveland,  Ohio 

Banking 

598 

Union  Electric 

Charles  J  Dougherty 

209 

213 

60 

38 

11 

Clayton,  Mo 

Legal 

28 

Union  Oil  California 

Fred  L  Hartley 

490 

954 

62 

40 

14 

Vancouver,  Can 

Technical 

50 

Union  Pacific 

James  H  Evans 

642 

768 

59 

10 

1 

Lansing,  Mich 

Administration 

503 

Uniroyal 

David  Beretta 

258 

267 

50 

26 

4 

Cranston,  RI 

Technical 

668 

United  Bank  Corp  NY 

Peter  D  Kiernan 

167 

171 

55 

5 

5 

Albany,  NY 

Insurance 

675 

United  Banks  of  Colo 

"Neil  F  Roberts 

156 

169 

65 

41 

5 

Salem,  Ore 

Administration 

440 

United  Brands 

Seymour  Milstein 

300* 

300 

58 

4 

2 

New  York,  NY 

Operations 

278 

Utd  Energy  Resources 

J  Hugh  Roff  Jr 

354 

402 

47 

5 

5 

Wewoka,  Okla 

Legal 

269 

United  Financial  Cal 

Anthony  M  Frank 

216 

407 

48 

7 

6 

Germany 

Finance 

661 

United  Jersey  Banks 

Edward  A  Jesser  Jr 

175 

175 

62 

19 

16  • 

New  York,  NY 

Banking 

760 

United  Missouri  Bshs 

R  Crosby  Kemper 

116 

130 

52 

29 

9 

Kansas  City,  Mo 

Administration 

435 

U  S  Bancorp 

John  A  Elorriaga 

214 

302 

55 

17 

4 

Jordan  Valley,  Ore 

Administration 

473 

U  S  Fidelity  &  Gty 

Williford  Gragg 

282 

282 

65 

41 

6 

Memphis,  Tenn 

Insurance 

137 

U  S  Gypsum 

Graham  J  Morgan 

455 

553 

61 

39 

14 

Aurora,  111 

Marketing 

300 

U  S  Industries 

I  John  Billera 

376 

385 

66 

26 

14 

New  York,  NY 

Finance 

212 

United  States  Steel 

45Edgar  B  Speer 

448 

465 

62 

40 

6 

Pittsburgh,  Pa 

Production 

439 

United  States  Trust 

Tom  Killefer 

250 

301 

62 

3 

3 

Los  Angeles,  Cal 

Finance 

tFor  Forbes  definitions  and  methodology  see  page  1 18. 
tMerged  into  Standard  Chartered  Bank  Ltd,  4/17/79. 
*  Salary  annualized. 


■"Resigned;  successor  not  yet  named. 
"Succeeded  by  N.  Berne  Hart,  3/1/79. 
"Succeeded  by  David  M.  Roderick,  4/25/79. 
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The  sayings  of 
Chairman  Malcolm 


Everybody 
has  to  be 
somebody 
to  somebody 
to  be  anybody' 

It  should  be 
a  license, 
not  a  limitation." 

"The  ultimate 
ui  optimism.- 
Confidence 
that  there  is 
no  next  world.' 

"Never  say  die 
until  you  Ve 
done  ft." 

"People  who 
never  get 
carried  away 
should  be 

"Souls  are 
not  for 
walking  on" 


■Hj  " — ■ 


Priceless  sayings 
for  only  $5.95  4 


Here's  a  capital  gift  suggestion  for 
you  or  your  company's  business  list. 
Give  a  millionaire's  sayings  for  only 
$5.95.  It's  the  ideal  gift  for  the  capital- 
ists of  your  choice— the  new  book  by 
magazine  Editor-in-Chief  Malcolm 
Forbes:  "The  Sayings  of  Chairman 
Malcolm." 

An  answer  to  Chairman  Mao's 
Little  Red  Book,  this  volume  is  bound 
in  rich,  lucre-green  vinyl. 

It's  a  collection  of  funny,  provoca- 
tive, and  often  outrageously  punny  one- 
liners.  Quotable,  even  applicable,  glints 
of  14-karat  wisdom.  Over  a  half  a  thou- 
sand of  them— all  negotiable  at  any 
soiree,  tete-a-tete  or  business  luncheon. 
Presented  in  this  very  gif  t-givable  book 
subtitled:  "The  Capitalist's  Handbook!' 

You  can  order  these  priceless  say- 
ings individually  or  in  bulk  through 
your  nearest  Capitalist  bookstore  or  by 
completing  the  coupon. 


Here's  what  they're 
saying  about  "The  Sayings 
of  Chairman  Malcolm": 

Ann  Landers,  Daily  News,  New  York 

"I  just  read  your  book,  and  it  was  delicious. 
I  ate  it!' 

Ken  Powers,  Sr.,  The  Nashville  Banner 

"Whatever  you're  doing,  stop!  Pick  up  the  tele- 
phone. Now,  start  calling  every  bookstore  in 
town  until  you  find  one  that  has  a  copy  of 
Chairman  Malcolm's  Sayings.  How  have  we 
done  so  well  for  so  long  without  it?" 

"This  little  book  is  witty,  wise,  serene,  some- 
times sober  and  at  other  times  tipsy ;  but  always 
great,  terrific,  and  in  all  ways,  well  worth 
its  price!' 

Barry  Gray,  Radio  Station  WMCA,  New  York 

"I've  read  it,  and  I  recommend  it  to  you  un- 
conditionally. It  is  a  terrific  book,  with  a  thou- 
sand things  that  you'll  want  to  repeat,  and 
memorize.  .  !' 

John  Weisman,  Los  Angeles  Times 

"It  is  unlikely,  though  possible,  that  students 
at  the  Wharton  or  Harvard  Business  Schools 
will  wander  through  the  quad  with  this  little 
green  book  open,  memorizing  Forbes'  capital- 
istic pearls.  On  the  other  hand  maybe  they 
should!' 


If  you  cannot  find 
"The  Sayings  of 
Chairman  Malcolm" 
at  your  nearest  Capital- 
ist bookstore  (because  the 
diligent  chaps  have  already 
sold  out),  then  use  this  coupon 
to  order  one  or  more  for  yourself  or 
others.  Send  $5.95  in  check  or  money 
order,  plus  75e  for  postage  and  handling 
for  each  copy  you  order  to  Harper  &. 
Row,  Mail  Order  Dept.,  No.  1235  B,  10 
East  53rd  St.,  New  York,  N.Y.  10022. 
Please  add  applicable  sales  tax. 

Enclosed  is  my  check  or  money  order  for 

$  covering  copies  of  "The 

Sayings  of  Chairman  Malcolm!' 

Name  

Address 


City 


State 


Zip 


Forbes: 
CapitalistTbol 


Who  GetsThe  Most  Pay 


Compensation 


Rank 


Company 


Chief  executive 


salary  &  total 
bonust  remunerationt 
($000)  ($000| 


Years  served 


Age 


with 
company 


as 
chief 


Place  of  birth 


Business! 
background! 


56  United  Technologies 

432  United  Telecom 

569  United  Va  Bankshares 

560  Universal  Leaf 

330  Upjohn 


Harry  J  Gray  712  .     749  59  7  6  Milledgeville,  Ga  Administration! 

PauIHHenson  292  303  53  20  12-  Bennet,  Neb  Technical! 

(oseph  A  Jennings  210  228  58  41  2  Richmond,  Va  Banking! 

Gordon  L  Crenshaw  159  230  57  33  13  Richmond,  Va  Sales 

RayTParfetlr  323  366  56  31  17  Port  Huron,  Mich  FinanedJ 


277  USLIFE 

772  Utah  Power  &  Light 

537  Valley  Natl  Bk  Ariz 

702  Va  Electric  &  Power 

549  Virginia  Natl  Bshs 


Gordon  E  Crosby  Jr 
E  Allan  Hunter 
Gilbert  F  Bradley 
T  Justin  Moore  Jr 
W  Wright  Harrison 


340 
120 
237 
155 
229 


403 
126 
250 
160 
241 


58 
65 
59 
54 
63 


20 
42 
42 
19 

37 


13 
10 
3 
1 

9 


Remsen,  Iowa 
Grantsville,  Utah 
Miami,  Ariz 
Richmond,  Va 
Kingston,  NY 


Sales! 
Technical! 
Administration! 

Legajp 
Banking! 


231  Vulcan  Materials  "6Bernard  A  Monaghan  324  443  63  21  20  Birmingham,  Ala 

644  Wachovia  Corp  John  G  Medlin  Jr  178  188  45  20  2  Benson,  NC 

738  Wal  Mart  Stores  Sam  M  Walton  135  142  61  34  3  Kingfisher,  Okla 

581  Waldbaum  Ira  Waldbaum  224  224  50  32  30  Brooklyn,  NY 

635  Walgreen  Charles  R  Walgreen  ffl  178  193  43  27  8  Chicago,  111 


Legal! 
Banking! 
Founder! 
Administration  I  Lu 
Operations! 


630  Wang  Laboratories 

2  Warner  Communications 
214  Warner-Lambert 
714  Washington  Natl  Corp 
316  Washington  Post 


An  Wang  189  197  59  28  28  China 

Steven  J  Ross  1,037  2,460  51  17  17  New  York,  NY 

Ward  S  Hagan  418  462  59  9  1  Sioux  City,  Iowa 

Stanley  P  Hutchison  153  155  55  32  3  Joliet,  111 

Katharine  Graham  375  375  62  16  6  New  York,  NY 


Founder! 
Finance! 
OperationsLf, 
Legall , 
Administration!^ 


471  Waste  Management 

107  Wells  Fargo 

595  Wendy's  International 

458  West  Point  Pepperell 

406  Western  Air  Lines 


Dean  L  Buntrock 
Richard  P  Cooley 

R  David  Thomas 
Joseph  L  Lanier  Jr 
Arthur  F  Kelly 


278 
420 
199 
245 
299 


284 
594 
215 
292 
326 


48 
55 
47 
47 
66 


22 
29 
9 
21 
42 


9 
12 

9 
3 
6 


Columbia,  SD 
Dallas,  Tex 
Knoxville,  Term 
Lanett,  Ala 
Clifton,  Ariz 


Operations! 
Financel 
Founder! 
Operations! 
Marketing! 


246 
600 
392 
147 
411 


Western  Bancorp 
Western  Financial 
Western  Union 
Westinghouse  Elec 
Westvaco 


Joseph  J  Pinola 
Gary  H  Driggs 
"'Russell  W  McFall 
Robert  E  Kirby 
David  L  Luke  m 


302 
210 
328 
427 
318 


430 
213 
338 
540 
318 


54 
44 
57 
60 

55 


3 
17 
15 
33 
27 


1 

3 
13 

4 
15 


Pittston,  Pa 
Phoenix,  Ariz 
Mokne,  111 
Ames,  Iowa 
Tyrone,  Pa 


Banking  I  Hi 
Banking! 

Technical! 

TechmcaLl 
Financel 


717  Wetterau 

179  Weyerhaeuser 

480  Wheeling-Pitts  Steel 

267  Whirlpool 

90  White  Consolidated 


Ted  C  Wetterau  143  154  51  27  9  St  Louis,  Mo  Marketing! 

George  H  Weyerhaeuser  417  496  52  29  13  Seattle,  Wash  Production! 

Dennis  J  Carney  260  278  58  5  1  Charleroi,  Pa  Operations! 

JohnHPlatts  322  408  61  38  7  Detroit,  Mich  Sales! 

RoyHHoldt  449  633  58  37  2  Edgewood,  Md  Financel 


426  White  Motor 

690  Whitney  Holding  Corp 

357  Whittaker 

167  Wickes 

536  Willamette  Inds 


Semon  E  Knudsen 
Patrick  A  Delaney 
Joseph  F  Alibrandi 
Emil  L  McNeely 
Gene  D  Knudson 


306 
165 
335 
334 
240 


306 
165 
352 
516 
250 


66 
47 
50 
60 
62 


25 
8 
14 
29 


Buffalo,  NY 
New  Orleans,  La 
Boston,  Mass 
Pattonsburg,  Mo 
Washtucna,  Wash 


Administration 
Banking 
Administration 
Marketing 
Production 


159  Williams  Companies 

794  Wilmington  Trust 

258  Winn-Dixie  Stores 

701  Wisconsin  Elec  Power 

318  '  F  W  Woolworth 


""John  H  Williams 
William  W  Geddes 
Bert  L  Thomas 
Charles  S  McNeer 
Edward  F  Gibbons 


420 
106 

385 
155 
375 


527 
106 
413 
160 

375 


60 
59 
61 

53 
59 


39 
37 
33 
29 

5 


28 
8 

13 
3 
2 


Cuba 
Scarsdale,  NY 
Malad,  Ida 
Gilbert,  W  Va 
Boston,  Mass 


Founder 
Banking 
Administration 
Technical 
Finance 


29  Xerox 

550  Yellow  Freight  System 

584  Zale 

59  Zayre 

313  Zenith  Radio 

665  Zions  Utah  Bancorp 


C  Peter  McColough 
George  E  Powell  Jr 
Donald  Zale 
Maurice  Segall 
John  J  Nevin 
Roy  W  Simmons 


656 
223 
209 
277 
291 
103 


953 
241 
221 
744 
376 
173 


56 
53 
46 
50 
52 
63 


24 
27 
24 
1 

8 
15 


11 
10 

8 
1 

3 
10 


Halifax,  Can 
Kansas  City,  Mo 
Wichita  Falls,  Tex 
Joliet,  Can 
Jersey  City,  NJ 
Portland,  Ore 


Sales 

Administration 
Marketing 
Retailing  I 
Marketing  I 

Administration 


a 
■ 


tFor  Forbes  definitions  and  methodology  see  page  118. 


""-Succeeded  by  W.  Houston  Blount,  4/18/79. 
"'Succeeded  by  Robert  M.  Flanagan,  5/1/79. 
""Succeeded  by  Joseph  H.  Williams,  1/1/79. 
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Faces 

Behind  The  Figures 


Call  me  Al 

argaret  Thatcher,  Jane  Byrne,  Alice 
I  urala.  Big  winners  these  days.  Thatch- 
just  ousted  the  Labor  government  in 
.tain,  of  course.  Byrne  just  whipped 
i  post-Daley  machine  and  took  over 
licago's  City  Hall.  Al  (that's  what  they 
.1  her  in  Gary)  Peurala  ]ust  got  elected 
-  isident  of  Local  65,  United  Steelwork- 
.  of  America,  the  8,500-member  local 
U.S.  Steel  Corp.'s  mammoth  South 
jrks  at  Gary,  Ind. 

^ocal  65  has  a  tradition  of  opposition 
the  international  union's  establish- 
ing so  Peurala  will  probably  be  heard 
m  again  one  day  soon.  Edward  Sad- 
vski,  a  former  president  of  the  local, 
bved  up  to  the  job  of  district  director. 
^  then  took  on  Lloyd  McBride,  the 
isen  candidate  of  outgoing  interna- 
nal  union  President  I.W.  Abel  in  the 
ion's  international  elections  in  1977. 
:Bride  beat  him,  but  Sadlowski  wound 
as  a  porkchopper  (a  full-time  staff 
iployee)  at  the  district  headquarters 
ere  he  supported  Peurala 's  rival,  out- 
ng  Local  65  President  John  Chico. 
arala  had  the  support  of  another  Sad- 
vski  man,  current  District  31  director 


Jim  Balanoff,  who  reportedly  worked  be- 
hind the  scenes  for  her.  But  in  spite  of  all 
this  political  wrangling,  she  denies  a 
power  struggle  is  in  the  making.  Says 
Local  65 's  latest  maverick  president,  "I 
think  people  are  saying  those  things  to 
create  a  division  that  isn't  there." 

Even  so,  the  51 -year-old  equipment 
tester  isn't  planning  to  sit  on  her  laurels. 
She  too  wants  rank-and-file  steelwork  - 
ers,  not  just  their  local  presidents,  to 
have  the  right  to  ratify  bargaining  agree- 
ments negotiated  by  the  international. 
That  was  the  cornerstone  of  Sadlowski 's 
unsuccessful  insurgent  drive  for  the  in- 
ternational presidency.  Moreover,  Peur- 
ala says  she  beat  Chico  on  that  issue;  he 
wouldn't  let  members  vote  on  the  terms 
of  a  local  contract.  Says  Peurala,  "They 
went  to  the  bargaining  table  and  came 
back  and  told  us  all  the  issues  were  re- 
solved. We  had  no  say.  It  was — what  do 
you  call  it — a  fait  accompli  " 

Peurala,  a  second-generation  steelwork- 
er,  followed  her  father,  a  strong  union 
man,  into  the  mills.  A  26-year  veteran  at 
the  South  Works,  Peurala  was  one  of  the 
first  women  hired  by  U.S.  Steel  following 
World  War  II.  She  joined  the  union  when 
her  boss  in  metallurgical  observingref  used 
to  promote  her,  "even  though  I  was  train- 
ing guys  who  were  later  promoted  over 
me."  That  led  to  a  sex  discrimination  suit 
against  the  company  and  a  1967  out-of- 
court  settlement.  Now,  she  says,  sex  dif- 
ferences are  less  important,  at  both  the 
mill  and  the  union  hall:  "All  anyone  cares 
about  is  if  I  can  do  the  job." 


\e  Peurala  of  Local  65,  United  Steelworkers  of  America 
dicing  through  the  solidarity  wall  in  the  mills  of  Gary. 


King  David  Shwayder  of  Beatrice  Foods 
Another  round  of  trouble  for  the  board. 

Holding  off 
the  philistines 

It's  going  to  be  a  while  before  the  dust 
settles  at  the  Chicago  headquarters  of 
Beatrice  Foods,  the  nation's  largest  food 
conglomerate  (1978  sales:  $7.4  billion). 
King  David  Shwayder,  an  outgoing  direc- 
tor, saw  to  that  when  he  filed  suit  against 
the  company  last  month,  charging  that 
Beatrice  issued  a  "false  and  misleading" 
proxy  statement. 

Shwayder,  whose  luggage-making 
Samsonite  Corp.  was  acquired  by  Be- 
atrice in  1974,  says  that  the  company 
misinformed  stockholders  and  directors 
when  it  fiddled  with  plans  to  bring  more 
outsiders  onto  the  board  after  an  SEC 
probe  into  improper  payments. 

Last  March  Shwayder  broached  the 
idea  that  Chairman  Wallace  Rasmussen 
should  retire  in  July  when  he  turns  65, 
although  Rasmussen  wanted  to  stay  on. 
At  68,  Shwayder,  as  a  retired  Samsonite 
employee,  isn't  eligible  under  the  com- 
pany bylaws  to  stand  for  reelection  at  the 
annual  meeting  this  month.  But  he  and 
other  outside  directors  were  outraged 
when  Rasmussen  rammed  his  choice  for 
chairman,  James  Dutt,  54,  through  the 
board,  passing  over  the  nominating  com- 
mittee's and  Shwayder's  pick,  Richard 
Voell,  45. 

During  his  days  at  Beatrice,  Shwayder, 
who  attended  college  in  Colorado  and 
Pennsylvania  but  never  graduated,  made 
a  point  of  surrounding  himself  with 
bright  M.B.A.s  who  moved  into  key  po- 
sitions at  Beatrice's  LaSalle  Street  head- 
quarters. That  gave  the  luggage  company 
a  reputation  as  the  Beatrice  thmk  tank. 
And  Samsonite,  with  estimated  1978 
sales  of  $220  million,  has  been  a  star 
performer  among  Beatrice's  nonfood  op- 
erations. Over  the  last  five  years,  it  has 
posted  a  compound  annual  growth  rate  of 
almost  15%. 

Shwayder  got  his  biblical  name  from 
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"four  international  competition 
devours  this  vital  world  business  news 

every  day. 


Now  it's  here,  America. 
The  very  day  it's  printed. 


Never  before  has  American 
business  and  world  business  been 
as  interdependent. 

Never  before  have  world  con- 
sumer markets  been  as  ripe  for 
American  goods  and  services.  Nor 
has  international  competition  for 
those  markets  been  as  fierce. 

Never  before  has  it  been  so 
urgent  for  the  American  execu- 
tive to  get  a  fast,  deep  view  of  the 
international  business  world. 

What  813,000  international 
readers  consume  every  day. 
And  why.  The  central  source  to 
which  these  readers  turn  right 
now  for  their  complete  and  daily 
world  business  picture  is  now 
available  to  you. 

In  fact,  a  recent  independent 
study  by  the  R.  Russell  Hall 
Company  reveals  that  the  Finan- 
cial Times  indeed 


Financial  Times 
linage  vs.  2  top 
U.S.  business 
dailies. 


offers  you  79.5 
percent  more 
international  news 
than  six  top  U.S. 
business  publica- 
tions combined.* 
And  why?  Be- 
cause, quite  natu- 
rally, the  six  leading 
U.S.  business 
publications  we 
measured  must 
devote  their  primary 
space  to  the  domestic 
business  scene. 

The  bar  charts 
here  represent,  in 
graphic  terms,  the 
Financial  Times' 
world  business  cover- 
age compared  to 
leading  U.S.  business 
newspapers  and 
magazines. 

(We  would  be 
delighted  to  mail 
you  a  reprint  of  the  complete  Hall 
Study  at  your  request.) 

lBased  on  a  survey  conducted  by  R.  Russell  Hall 
Company,  Jan.  1979,  of  six  leading  U.S.  business 
(publications  as  defined  by  the  1976  Wall  Street 
\  Journal  readership  study  of  Corporate  Finance 
fProfessionals:  Wall  Street  Journal,  Business  Week, 
\Neu-  York  Times.  Barron's,  Forbes,  Fortune. 


Financial  Times 
Image  vs.  4  top 
U.S.  business 
magazines. 
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Financial  Times 
linage  vs.  all  6 
top  U.S.  businesi 
publications. 


On  to  the  nature  of  Financial 
Times  reporting,  should  you  be 
unfamiliar  with  it. 

372  journalists  around  the 
world  make  a  difference. 

They  provide  a  unique  ability  for 
analyzing  business  in  depth 
around  the  world. 

It  is  they  who  report  and 
interpret  the  effects  of  every 
major  world  event  on  world 
business.  Including  even  the  cost 
of  raising  money  worldwide, 
global  fluctuations  of  raw  mate- 
rial markets,  tracking  of  19  world 
stock  markets.  And  regular 
reports  on  what  2,500  corpora- 
tions around  the  world  are  up  to. 
228  Industry,  Country  and 
Market  sections  last  year. 
On  an  average  of  four  times  a 
week,  the  Financial  Times  pub- 
lishes revealing  supplements  on 
specific  aspects  of  world  business. 

These  unique  sections  detail 
the  facts  of  business  life  in  both 
developed  and  deueloping  mar- 
kets for  you.  They  examine  the 
same  world  market  trends  and 
growth  potentials  your  company 


needs  in  order  to  identify  export 
and  investment  opportunities. 

Now.  The  day  it's  printed, 
it's  here.  On  January  2nd  of  this 
year,  the  premiere  edition  of  our 
new  "same  day"  European- 
American  Edition  began. 

That  historic  issue,  and  every 
one  since,  is  composed  in  London, 
transmitted  by  Muirhead  facsim- 
ile system  to  Frankfurt.  There, 
special  portions  of  particular 
interest  to  overseas  businessmen 
are  assessed  and  edited  in.  The 
paper  is  then  printed  and  shipped 
by  jet  to  America— all  in  a  matter 
of  hours. 

It  arrives  at  JFK  Airport  in 
New  York,  for  dispersal  to  other 
U.S.  cities  on  the  day  it  is  printed. 

In  fact,  in  parts  of  New  York, 
Chicago  and  Washington,  D.C., 
many  of  our  papers  are  already 
being  delivered  by  hand-carrier. 

Just  call  1-800-528-6050  Ext. 
404  to  get  full  details  on  our 
delivery  in  your  area  and  our 
introductory  subscription  offers. 
Or  mail  the  coupon  we  have 
provided  here. 


3  Introductory  Subscription  Offers 

Mail  to:    Financial  Times,  F.T.  Publications,  Inc.,  75  Rockefeller  Plaza, 
New  York,  N.Y.  10019.    Or  call:    1-800-528-6050  Ext.  404. 

]  (A)  YES,  start  sending  me  Financial  Times.  I  may  cancel  at 
any  time  and  receive  a  full  refund  for  all  unmailed  issues. 
If  I  like  the  FT's  unique  international  coverage  and 
analysis,  I  will  pay  just  $300  for  one  full  year  of  5 
issues  per  week.  (This  includes  same  day,  hand 
delivery  in  areas  where  available.) 

[~|  (B)  I  prefer  to  receive  the  Financial.  Times  six  days  per 

week  (including  the  Saturday  Edition)  for  just  $365  per  year. 

When  I  have  paid  for  my  subscription  offer  A  or  B,  send  me  my  compli- 
mentary copy  of  the  633-page  World  Hotel  Directory —a  $50  value— FREE. 

|  |  Or  send  me  the  Financial  Times  Special  Introductory  Service  5  days  a  week 
for  the  next  3  months.  I  will  pay  only  $56,  a  25%  saving  off  the  regular  rate, 
with  the  same  cancellation  privileges. 
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[H  Bill  me.    EH  Bill  my  company, 
or  business  card  with  request  for 

If  you  prefer,  just  send  us  your  letterhead 
service.  (Offer  expires  December  31, 1979.) 
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WHAT'S  IN  THE  PICTURE 
FOR  CAMERAS! 

"Everybody  say  c-h-e-e-s-e!  Got  it!" 

With  what?  A  new  super  compact  1 10  SLR?  A  video  camera?  An  automatic 
focusing  35mm  SLR?  An  instant  movie  camera? 
What  will  be  clicking  in  cameras?  And  who  will  be  setting  the  trends? 
The  same  men  and  women  who  are  setting  todays  trends. 
The  kind  of  people  who  read  Psychology  Today 

Because  PT  readers  are  the  "in"  group  of  spenders  in  every  major  demographic 
target  group  18-to-49.  But  all  18-to-49's  are  not  created  equal. 

PT  readers  have  the  money  The  status.  And  the  style. 

Their  concentrations  are  virtually  unbeatable  when  compared  to  the  readers  of 
other  Simmons-measured  magazines  over  one  milllion  circulation. 

But  more  than  great  numbers,  they  have  a  great  psychology:  they  live  their 
dreams  today  not  tomorrow. 

Yankelovich  Monitor  Studies  show  that  the  kind  of  people  who  read  Psychology 
Today  set  the  trends  that  others  follow. 

They  got  into  photography  and  click,  SLRs  are  "in." 

They  wanted  music  in  their  lives  and  quality  audio  components  become  the 
"in"  thing  to  have  in  the  home.  The  car.  And  the  office. 

They  discovered  the  pleasure  of  gourmet  cooking  at  home,  and  the  food 
processor  became  the  "in"  appliance  in  the  process. 

When  they  felt  like  fun  in  the  sun,  the  coastal  resorts  of  Mexico  became  "in." 

So  when  it  comes  to  what's  "in"  in  photography  you  can  be  sure  PT  readers  will 
be  the  leaders. They're  worth  more  to  you,  because  you  get  more  from  them. 

PSYCHOLOGY  TODAY. 


Faces 

Behind  The  Figures 


;  father,  Jesse  (father  of  King  David), 
10  moved  to  Colorado  to  peddle  his 
.res  during  the  Gold  Rush  and  stayed 
establish  the  family  luggage  business 
Denver.  Even  the  name  of  his  com- 
ly  came  from  the  Old  Testament 
ongman.  On  joining  the  company,  ev- 
r  Samsonite  employee  still  gets  a  silver 
irble  inscribed:  "Do  unto  others  as  you 
>uld  have  them  do  unto  you."  These 
/s,  though,  the  more  apt  text  should 
"An  eye  for  an  eye,  a  tooth  for  a 
)th." 


New  broom 

iile  the  big  commercial  banks  in  New 
leans  were  fighting  to  catch  up  with 
iiitney  National  Bank,  the  state's  big- 
it  ($1.7  billion  assets),  banks  across  the 
irder  in  Texas  were  moving  in  on  Lou- 
ma's  big  industrial  growth.  The  de- 
[le-long  contest  at  home  proved  fruit- 
Is  for  New  Orleans'  First  National  Bank 
Commerce,  which  slid  from  a  strong 
:ond  place  to  a  mere  tie  for  second 
:h  fast-moving  Hibemia  National. 


[rhat's  why  the  owners  of  31%  of 
EC's  stock — Houston  investor  David 


mas  G.  Rapier  of  New  Orleans'  FNBC 
tping  the  assets  balloon. 


Bintliff  and  Alabama  insurance  man  Ed- 
ward Lowder — decided  to  give  the  job  of 
president  and  chief  executive  officer  of 
the  bank  to  Thomas  G.  Rapier,  a  46-year- 
old  lawyer  who  views  banking  as  a  busi- 
ness, not  an  ego  trip. 

Rapier  took  the  job  at  FNBC  ($880 
million  assets)  at  Bintliff 's  and  Lowder's 
request  to  put  the  bank's  accounts  to 
rights.  It  was  a  task  made  necessary  by 
the  ballooning  of  the  bank's  assets  from 
$403  million  to  $949  million  in  the  peri- 
od 1969  to  1975  when  it  was  led  by 
onetime  Texas  banker  James  Jones 
(Forbes,  July  1, 1977). 

The  bank's  latest  annual  report  is  an 
exercise  in  candor  by  Rapier  and  a  good 
primer  in  bank  accounting  for  investors. 
In  it  he  has  this  to  say  about  such 
growth:  "Since  banks  can  be  both  lend- 
ers and  borrowers  of  federal  funds  at  the 
same  time  and  since  the  loans  show  up 
as  assets,  it  is  not  difficult  to  inflate 
deliberately  the  asset  side  of  the  balance 
sheet.  FNBC  has  done  this  in  the  past;  it 
will  not  do  it  in  future." 

Of  some  of  the  supposed  earnings  suc- 
cesses of  the  bank's  past,  Rapier  tells 
shareholders  to  read  carefully:  "In  1974, 
for  example,  First  Commerce  earned  a 
then-record  $5,745,000,  but  that  figure 
was  boosted  significantly  by  a  gain  of 
$2,468,000  ($1,234,000  after  taxes)  on 
the  sale  of  the  Commerce  Building." 

There  is  more  about  past  appearances 
and  realities.  Explained,  too,  is  why  First 
Commerce's  earnings  fell  to  $1.45  a 
share  in  1978  from  $1.93  in  1977.  Rapier, 
the  new  broom,  swept  out  some  long- 
term  municipal  bonds  sitting  at  a  loss  in 
the  bank's  portfolio,  reinvested  the  mon- 
ey in  short-term  governments.  He  also 
got  rid  of  some  questionable  loans.  At 
the  end  of  1979's  first  quarter,  loans  were 
down  to  60%  of  deposits,  from  75%  a 
year  ago;  loan-loss  provision  up  to  1.7% 
of  the  $391  million  in  loans  outstanding. 

Even  so,  first-quarter  net  income  was 
80  cents  a  share,  up  from  28  cents  in  the 
comparable  year-ago  period.  One  reason: 
Rapier's  vigorous  whacking  at  such  non- 
interest  expenses  as  bars  in  the  offices  of 
senior  executives  and  company  cars 
waiting  at  their  doors.  No  bars,  no  cars, 
decreed  Tab-drinking  and  portly  Rapier. 
To  lift  deposits,  he  has  ordered  all  bank 
officers  to  hit  the  streets  and  make  busi- 
ness calls.  And  they  all,  including  Rapier, 
have  to  take  scheduled  daylong  turns  in 
teller  cages. 

A  member  of  an  old  New  Orleans  fam- 
ily and  a  successful  lawyer — 16  years  and 
a  partnership  with  Louisiana's  largest 
law  firm — Rapier  approaches  banking 
like  a  shrewd  businessman.  The  trouble 
with  rising  expenses,  he  says,  is  that 
they  affect  not  only  profits  but  integrity 
as  well.  "Management  won't  go  to  the 
Board  and  say,  'Earnings  will  be  down 
because  expenses  are  higher.'  No.  Man- 
agement will  make  some  marginal  loans 


to  boost  earnings,"  says  Rapier. 

But  the  long-term  problem  for  New 
Orleans'  banks  is  the  state  prohibition 
on  branching  or  acquiring  outside  one 
parish  (county).  Unless  New  Orleans' 
banks  can  get  a  multibanking  law 
through  the  Louisiana  legislature  (doubt- 
ful this  year),  they  will  have  to  stand  by 
and  watch  those  Texas  banks — which 
have  some  $300  million  in  loans  in  the 
state — feed  at  their  table. 


Moving  up 


Henry  Bingjr.  of  IBM 


Winning  with  a  different  set  of  rules. 

Thirteen  years  ago  Senator  Robert  F. 
Kennedy  took  a  tour  of  Brooklyn's  grim 
Bedford-Stuyvesant  ghetto  and  two  years 
later,  then-IBM  chairman  and  Kennedy 
pal  Thomas  J.  Watson  Jr.  opened  a  plant 
there  in  a  vacant  warehouse. 

This  month  Watson's  successors  will 
formally  dedicate  IBM's  new  $10  mil- 
lion-plus installation  just  a  half-dozen 
blocks  away. 

"The  thing  that  is  probably  unique 
about  this  plant,"  says  Henry  Bing  Jr., 
the  49-year-old  Philadelphia-born  general 
manager,  "is  that  we  didn't  treat  it  any 
differently  than  any  other  IBM  facility.  If 
we  had  not  been  forced  to  measure  up  to 
IBM  standards,  I  think  we  might  have 
failed."  He  means  product  quality,  not 
personnel,  standards.  The  computer  gi- 
ant had  to  deal  with  the  realities  of  the 
ghetto  and  hire  some  people  with  histor- 
ies of  arrests  and  drug  use,  but  it  seems  to 
have  worked  IBM's  way. 

The  plant  now  makes  sophisticated 
products — high-speed  printers  and  ter- 
minals for  IBM's  computers.  But  the  first 
product  was  unskilled  labor  to  clean  wire 
and  cable  for  reuse — almost  a  make-work 
assignment.  The  company  sent  groups  of 
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workers  to  other  IBM  locations  for  train- 
ing, and  soon  the  plant  was  making  the 
cable.  Next  the  plant  started  assembling 
power  units  for  computers  made  else- 
where. Now  the  products  are  sent  direct- 
ly to  customers  and  to  other  IBM  plants, 
testimony  enough  about  the  quality  of  its 
work,  says  Bing. 

Bing's  biggest  problem,  turnover,  is 
actually  a  high  compliment.  It  means 
his  subordinates  are  getting  job  offers 
elsewhere  in  the  company.  Bing  claims 
his  54  managers  (about  60%  of  them 
black)  and  his  415  employees  are  the 
largest  pool  of  black  management  talent 
in  the  country.  A  graduate  of  Drexel 
University  and  an  advanced  manage- 
ment course  at  the  Harvard  Business 
School,  Bing  is  reluctant  to  hold  anyone 
back  from  an  opportunity. 

"If  we  get  a  good  offer  for  one  of  the 
people  who  reports  to  me,"  says  Bing, 
the  third  general  manager  at  the  installa- 
tion, "well,  it's  that  person's  job  to  train 
a  replacement.  I've  been  training  my 
own  replacement  for  two  years." 

Seemingly  impeccable 

In  the  realm  of  nonevents,  few  match  the 
dreariness  of  a  typical  corporate  annual 
shareholders'  meeting.  So  give  a  nod  to 
Sun  Co.,  Inc.  for  trying  to  liven  up  its 
annual  conclaves.  On  May  10,  Sun's  offi- 


cers and  directors  played  to  3,000  stock 
owners,  a  veritable  mob  compared  with  a 
typical  meeting.  "In  the  old  days,"  said 
one  executive,  "we  were  lucky  to  get  500. " 

So  how  come  this  vast  turnout?  Sim- 
ple. Instead  of  holding  its  meeting  in  one 
place,  Sun  beamed  it  out  live  from  Orlan- 
do, Fla.  to  audiences  in  Philadelphia,  To- 
ledo, Tulsa  and  Dallas  using  large-screen, 
two-way  closed-circuit  television  and  a 
specially  produced  movie. 

Leslie  Buckland's  Caribiner  Inc.  pro- 
duced the  five-city  meeting  this  year,  and 
when  you  think  of  all  the  logistical  prob- 
lems of  cueing  slides,  a  movie,  speakers, 
questions-and-answers  and  all  the  rest  of 
the  razzle-dazzle  of  industrial  show  busi- 
ness, the  $150,000  price  may  have  been  a 
bargain.  If  nothing  else,  it  eliminated 
many  of  the  foul-ups  that  make  able  man- 
agers of  multibillion-dollar  companies 
look  like  amateurs  to  their  owners. 

Buckland,  50,  has  been  staging  business 
shows  for  ten  years,  and  Caribiner  now 
does  around  $7  million  worth  a  year.  An- 
nual meetings  are  not  his  bread  and  butter, 
but  they're  easier  than  his  usual  fare — 
sales  meetings  for  such  outfits  as  Western 
Union,  Service  Bureau  Co.  and  divisions 
of  IBM,  P&G,  Michelin  and  TWA. 

The  onetime  photographer,  who  did 
audiovisual  presentations  for  Eastman 
Kodak  before  going  into  business  for 
himself,  supplies  the  equipment,  the  ex- 
pertise, the  showmanship  and  even  the 
inspirational  message.  "But  the  secret," 
explains  the  dapper  Englishman,  "is  that 
the  corporation  be  seen  to  act  impeccably; 
the  CEO  lit  from  before  and  behind, 
seeming  to  speak  without  notes,  the 
lights  coming  on  the  instant  he  reaches 
the  podium — not  one  second  later,-  other- 
wise the  magic  is  lost." 


Leslie  Buckland  of  Caribiner  Inc. 

In  business,  too,  the  play's  the  thing. 


Buckland,  a  sometime  mount 
climber  and  current  marathon  runr 
expects  revenues  to  be  up  30%  this  ye 
and  now  manages  100  employees  fit 
New  York  and  London. 

His  business  has  finally  started 
throw  off  cash  as  well  as  just  growi 
"Last  year,  for  the  first  time,  the  cor 
ration  needed  to  buy  CDs,"  he  bra 
Along  the  way,  he's  managed  to  make 
least  one  annual  meeting  more  than  j  I 
a  place  to  sleep  fitfully.  L 

Family  plot 

As  a  teenager,  Donald  M.  Bekins,  n< 
47,  vowed  never  to  work  for  Bekins  C 
the  nation's  fifth-largest  long-distar 
mover.  But  after  earnings  plunged  1 
year,  and  the  board  cut  the  dividends 
half,  he  decided  it  was  time  the  fam 
flexed  its  37%  of  outstanding  stock. 

The  result:  The  Bekins  family  n< 
controls  8  of  the  13  board  seats,  and  t 
new  president,  Albert  L.  Labing 
though  an  outsider,  listens  to  the  strc 
Dutch-American  family  because  th 
gave  him  the  job. 

"It  became  apparent  in  March  [wh 
the  dividend  was  cut]  that  the  Beki 
family  was  not  at  all  in  control,"  s, 
Bekins,  who  chose  a  career  as  a  secu 
ties  analyst  and  a  partner  in  the  S 
Francisco  brokerage  house,  Henry 
Swift  &  Co. 

Bekins  Co.  is  ailing.  Last  year  ordim 
moving  and  storage  contributed  almc 
90%  of  the  company's  $244  million  re 
enues,  but  only  72%  of  the  compan 
operating  profits.  Last  year  the  compa 
netted  $95,000,  while  just  two  years  a 
it  netted  $5  million  on  $174  million  re 
enues.  The  more  profitable  operations 
pest  control,  building  maintenance  a 
specialty  moving  (for  computers,  copie 
and  the  like) — are  some  30%  of  operati 
profits  on  only  10%  of  sales.  And  jusi 
week  before  this  year's  annual  meetir 
the  company  reported  a  first-quarter  lc 
of  $730,000  and  a  dividend  cut  from 
cents  to  7Vi  cents  a  share. 

Donald  Bekins,  who  has  115,0< 
shares,  explains  that  since  some  of  t 
family  depend  on  the  dividends  for  th< 
income,  he  faced  little  trouble  in  pulli 
the  family  together.  But  the  first  st 
was  to  enlist  the  support  of  87-year-c 
Milo  Bekins,  Donald's  uncle,  who  r 
the  business  for  39  years  until  his  i 
tirement  as  president  in  1957.  After 
daylong  discussion  in  Uncle  Milo's  hon 
in  Palm  Springs,  Donald  got  the  nod 
proceed  with  the  plan.  He  then  collect 
the  needed  proxies  just  in  time  to  fi 
with  the  SEC  the  family's  intention 
vote  cumulatively.  Management,  i 
eluding  one  Bekins,  Donald's  cousin  Mi 
Bekins  Jr.,  a  vice  president  and  vice  cha 
man,  learned  of  the  plan  after  the  filin 
"The  management  called  me  up  and  sai 
'It  looks  like  you  got  the  votes  necessa 
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iald  M.  Bekitis  of  Bekim  Co. 

ting  the  family  back  in  the  driver's 


seat. 


0  what  you  want/  "  recalls  Bekins.  So 
^it  was  averted. 

he  family  group  voted  in  four  new 
ctors  (in  addition  to  the  three  they 
ady  had)  and  nominated  the  new 
>ident.  The  new  group  intends  to  halt 
tier  president  Peter  de  Wetter's  cen- 
l^ization  plan,  which  wrested  billing, 
matching  and  sales  from  local  ware- 
se  operators.  Bekins  says  the  plan 
.  bad  for  operator  morale, 
j  leased  with  the  results,  the  family 
i\ip  disbanded  for  the  time  being, 
wild  it  reassemble?  "Sure,"  Bekins 
"You  can  always  get  your  cousins 
!|:ther  to  talk  about  problems" — espe- 
41y  shrinking  dividend  problems. 

Keeping  track 

oody  seems  to  believe  anybody  in  the 
smment  anymore,  with  one  big  ex- 
l:ion:  the  Bureau  of  Labor  Statistics, 
►j:  task  of  maintaining  that  envious 
(ability  now  rests  on  the  shoulders  of 
<:t  Norwood,  55,  who  was  just  sworn 
is  commissioner. 

<he  key  to  believable  figures  is  hard 
.  i  k.  "It  would  be  nice  to  sit  around  and 
lorize,  but  we  don't — and  people  re- 
lit that.  Our  job  is  to  tell  people  what 
>i  already  happened,  not  to  predict  the 
) lire,"  she  says.  "If  you  are  going  to 
jie  effective,  intelligent  national  poli- 
:  vou  need  accurate  data. 

We  are  very  much  in  the  public  eye," 
i  j;  the  former  Wellesley  College  profes- 

1  "When  economic  conditions  are 
lr  and  inflation  is  high,  Congress,  the 

ministration  and  the  public  become 
K  concerned  with  our  statistics." 
]  !;onomic  indicators  shake  the  stock 
ket,  so  there  mustn't  be  any  leaks, 


she  says.  One  person  gets  to  peek  at 
them  the  evening  before  they  are  re- 
leased to  the  public — Charles  Schultze, 
chief  economic  adviser  to  the  President. 
He  passes  them  along  to  Mr.  Carter.  Mrs. 
Norwood's  boss,  Labor  Secretary  Ray 
Marshall,  has  to  wait  for  the  numbers 
along  with  everyone  else,  she  says. 

Norwood,  who  has  a  Ph.D.  in  interna- 
tional economics  from  Tufts  University, 
started  at  the  bureau  16  years  ago.  When 
Julius  Shiskin,  the  widely  respected  Bu- 


reau of  Labor  Statistics  commissioner, 
died  last  year,  Norwood  stepped  in  as 
acting  commissioner  to  run  the  $100 
million-budget  agency. 

The  integrity  of  BLS  figures  isn't  ques- 
tioned, but  changing  lifestyle  patterns 
cause  complications.  The  key  unemploy- 
ment figures,  for  example,  are  under  de- 
bate, with  challengers  on  both  sides: 
those  that  think  the  jobless  are  under- 
counted  (people  who  aren't  looking  for 
jobs — so-called  discouraged  workers — 
should  be  counted);  and  those  who  be- 
lieve the  figures  are  overstated  (the  20% 
who  don't  even  want  full-time  work 
shouldn't  be  counted). 

Some  concepts  are  no  longer  valid,  and 
changes  should  be  made  in  the  counting 
and  interpretation  techniques,  she  says. 
For  example,  the  disappearance  of  the  old 
style  he-works-she-stays-home- with- 
the-kiddies-nuclear-family  (now  only  7% 
of  the  total)  changes  the  meaning  of  em- 
ployment and  earning  data.  But  nobody 
asks  the  BLS  to  "fix"  a  figure,  she  says, 
not  even  the  White  House. 

The  tradition  of  keeping  political 
hands  off  the  bureau  goes  back  a  long 
way.  In  fact,  the  last  time  there  was  a 
serious  attempt  to  politicize  the  BLS — in 
1954  the  Republicans  tried  to  replace 
Ewan  Clague,  the  Democrat-appointed 
career  man — vociferous  opposition  from 
both  parties  assured  that  the  bureau 
would  be  left  alone  in  the  future.  "People 
know  better  than  to  ask  them  to  tamper 
with  the  numbers,  anyway.  So  many 
people  are  involved  in  the  production  of 
the  numbers  that  it  couldn't  be  done," 
says  the  new  commissioner.  ■ 


Janet  Norwood  of  the  Bureau  of  Labor  Statistics 

A  believable  bureaucrat  in  an  unbelievable  world. 
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Through  ERC  we're  deep  into 
developing  and  producing 
tomorrow's  energy  systems,  today 


Our  subsidiary.  Energy  Research  Corporation,  has 
already  gone  further  than  their  name  suggests. 
They  have  produced  silver-zinc  batteries  for  the 
Navy's  deepest  diving  submersible,  the  bathy- 
scaphe TRIESTE  II. 

ERC  has  a  contract  with  the  Argonne  National 
Laboratory  for  the  development  of  advanced 
nickel-zinc  batteries  for  electric  autos. 
Fuel  cells  are  being  developed  by  ERC  for  use  by 
the  U.S.  Army  as  field  electrical  generating  units. 


MINERALS  CORPORATION 

A  BASIC  SOURCE 


These  quiet,  non-polluting,  very  high  efficiency 
units  are  forerunners  of  independent,  gas-fueled 
total  energy  systems  being  developed  for  the  De- 
partment of  Energy  to  provide  all  the  electrical 
power,  heat  and  cooling  requirements  of  large 
buildings,  factories  and  mines.  ERC  is  also  devel- 
oping a  coal-burning  fuel  cell  system  for  DOE. 
Throughout  the  world,  we're  exploring  and  developing 
underground  sources  of  minerals,  coal,  oil  and  gas. 
Through  Energy  Research  Corporation  we're  exploring 
above-ground  to  develop  energy  systems  which  make 
the  most  efficient  use  of  these  resources. 
If  you  would  like  to  know  more  about  us,  write  to  Dept. 
4  for  our  annual  report. 

250  Park  Avenue,    New  York,  New  York  10017 


The  Economy 


Forbes 


MONEY  &  INVESTMENTS 


Fasten  your 
seatbeits 


iere  is  nothing  wrong  with  the 
nomy  except  inflation"— Pittsburgh 
;1  company  chairman. 
I'm  optimistic  because  there's  a  hell 
lot  of  thrust  in  the  economy" — head 
Cleveland  conglomerate. 
Petrochemical    output    is  limited 
stly  by  plant  capacity" — chairman  of 
ant  chemical  company. 
I  see  no  evidence  of  a  slowdown  in 
ustrial  construction  due  to  the  higher 
:rest  rates" — construction  executive. 
.11  these  statements  were  made  at  The 
nestead  quarterly  meeting  of  the 
itigious  Business  Council  and  duly  re- 
Ited  in  the  Wall  Street  Journal.  For  all 
contemporary  feel  to  them,  these 
ds  were  actually  spoken  in  May  1974 
jthe  very  brink  of  the  sickening  slide 
;he  economy  into  the  worst  recession 
j:e  the  Depression.  No  wonder  so 
Jiy  businessmen  were  caught  un- 
ires.   Businessmen,   like  proverbial 
-lotters  in  the  stock  market,  are  al- 
>t  always  wrong  at  crucial  turns  in  the 
nomy.  They  think  inventory  accu- 
sation is  beneficial,  because  it  avoids 
It  shortages  and  saves  costs  as  prices 
j.  They  take  excessive  comfort  in  full 
Ipr  books,   forgetting  how  quickly 
se  orders  can  evaporate  under  the 
i.sure  of  economic  adversity. 
!>ur  advice  to  businessmen,  therefore, 
Remember  all  this  and  discount  talk 
"soft  landing"  by  the  economy.  At 
•  year's  session  of  the  same  Business 
I  incil,  the  general  tenor  was  optimis- 
i  about  the  economy  (and  pessimistic 
iut  inflation).  But  if  you  listened  with 
liird  ear  you  could  pick  up  a  set  of 
'ids  that  could  mean  serious  trouble 


The  key  question 

An  old  joke  aptly  describes  the  cur- 
rent economic  climate.  A  stock  buy- 
er keeps  building  his  position  at  suc- 
cessively rising  prices  until  he  says 
to  the  broker.  "Let's  sell."  The 
broker  replies,  "To  whom?"  Retail 
sales  have  been  flat  since  December. 
Nevertheless,  businessmen  are  on  a 
buying  spree  even  though  inven- 
tories are  rising.  Right  now  they 
should  be  asking,  "Sell?  To  whom?" 
Sbillions  seasonally  adjusted  annual  rates 


Inventories 

8  |  O  .  K  ,  D 

New  Orders 

Retail  sales 
J  I  F  ,  M  i  A*  M*  J 

* 

1978 

1979 

'Estimates  by  Data  Resources-,  Inc 

Source  Department  of  Commerce 

for  the  economy  by  fall.  For  example: 

•  Commercial  bankers,  while  pointing 
to  record  demands  for  commercial  cred- 
it, conceded  that  less  and  less  of  it  was 
for  consumer  buying  and  more  and  more 
for  inventory  buildup. 

•  Exxon  Chairman  Clifton  C.  Garvin 
Jr.  presented  a  generally  optimistic  re- 
port on  behalf  of  the  Council  member- 
company  economists,  but  he  also  report- 


ed a  buildup  of  inventories  in  the  chemi- 
cal industry,  "which,  if  it  continues, 
could  become  troublesome." 

•  "Our  volume  has  been  falling  short 
of  sales  projections  made  at  the  start  of 
the  fiscal  year.  On  the  basis  of  most 
recent  data,  Penney  sees  further  modera- 
tion of  sales  gains,"  says  Donald  V.  Sei- 
bert,  chairman  of  J.C.  Penney,  the  $11 
billion  (revenues)  retailer. 

•  Citibank  economists  predicted  that 
employment  growth,  which  has  added 
almost  12  million  jobs  to  the  economy 
since  the  last  recession  ended  in  March 
1975,  was  on  the  verge  of  slowing  down. 

The  dictionary  defines  myopia  as  "a 
condition  in  which  the  visual  images 
come  to  a  focus  in  front  of  the  retina  .  .  . 
resulting  in  defective  vision  of  distant 
objects."  Exactly.  Myopia — nearsighted- 
ness— is  dangerous  because  you  may  not 
see  the  car  hurtling  toward  you  until 
after  it  has  sent  you  sailing  through  the 
air.  Myopia  causes  accidents.  There  is  no 
question  that  the  November  1973  to 
March  1975  recession  was  worse  than  it 
need  have  been  because  so  many  busi- 
nessmen were  caught  totally  unawares 
by  it.  Almost  everyone  was  overextend- 
ed— especially  the  bankers,  who  should 
have  known  better. 

No,  we  don't  think  this  recession  will 
be  as  bad  as  the  1973-1975  recession.  But 
neither  do  we  expect  a  soft  landing.  This 
makes  us  relatively  optimistic  about  the 
chances  for  cutting  the  inflation  rate  but 
relatively  pessimistic  about  corporate 
earnings  and  business  prospects  for  the 
next  12  months. 

In  our  opinion,  the  recession  has  al- 
ready begun  and  may  well  turn  out  to  be 
a  good  deal  worse  than  most  business- 
men and  economists  expect  it  to  be. 
Therefore,  we'll  repeat  the  advice  we 
gave  last  issue  in  this  space:  If  your  busi- 
ness or  investment  planning  is  predicat- 
ed on  expectations  of  a  mere  cessation  of 
growth  rather  than  a  real  recession,  go 
back  and  take  a  second,  more  skeptical 
look.  When  nearly  everyone  agrees  on 
something,  the  "nearly  everyone"  is  usu- 
ally wrong.  Tighten  your  seatbeits,  then, 
and  get  ready  for  a  rough  landing.  (For  a 
similar  view  and  for  an  analysis  of  what  this 
may  mean  for  the  stock  market,  see  The 
Money  Men,  p.  93  )  ■ 
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These  bonds  are  a  cop-out  for  corporate 
treasurers  who  need  to  raise  money  and 
don 't  want  to  be  left  with  egg  on  their faces. 

SHUN  THE 
FLOATERS 


By  Ben  Weberman 


The  bond  market  is 
being  flooded  with 
floating-rate  securi- 
ties. Instead  of 
fixed-interest  rates, 
these  pay  varying 
amounts  of  interest, 
4^^^  depending    on  the 

■  JE>         I  state  °^  tne  money 

■  f^F  I  market.  In  a  way, 
^ — these  floaters  are  a 
cop-out  for  corporate  treasurers  who 
need  to  raise  money  and  don't  want  to 
be  left  with  egg  on  their  faces  if  inter- 
est rates  drop  after  they  come  to  mar- 
ket with  a  high  coupon.  Perhaps  the 
bonds  pay  10%  right  now,  but  if  inter- 
est rates  drop  to  8%,  the  treasurer 
won't  have  to  explain  to  his  board 
why  he  borrowed  money  at  the  peak. 
Of  course,  if  the  interest  rates  go  to 
12%,  he  has  to  pay  it;  that's  the  price 
of  a  cop-out. 

Floating-rate  notes  carry  the  stipu- 
lation that  interest  payments  will  be 
adjusted  every  six  months  to  align 
with  Treasury  bills,  federal  funds, 
long-term  bonds  or  some  other  mea- 
sure of  rates  of  return.  They  usually 
offer  Vz%  or  1%  more  interest  than 
the  benchmark  rate.  Thus,  if  Treasury 
bills  yield  9.5%,  the  initial  rate  on  a 
floating  issue  that  pays  Vi  %  premium 
would  be  10%.  If  bill  yields  drop  to, 
say,  8%,  the  floating  rate  would  be 
adjusted  on  the  six-month  deadline  to 
8.5%.  If  bills  rise  to  12%,  the  floater 
would  go  to  12.5%.  Of  course,  there 
are  floors  and  ceilings  on  the  rates.  For 
example,  Citicorp's  floating  rate  issue 
sold  last  January  has  no  ceiling.  It  pays 
1.05%  above  six-month  Treasury 
bills,  with  a  floor  of  7.5%  for  the  first 
five  years,  7%  the  next  five  years  and 
6V2%  thereafter. 

The  floating  rate  securities  are  de- 
signed to  appeal  to  those  who  prefer  a 

Ben  Weberman  is  economics  editor  of  Forbes 

magazine. 


short-term  investment  for  personal 
reasons.  The  interest  rate  is  kept  close 
to  money  market.  As  a  consequence, 
floaters  trade  close  to  the  issue  price. 

What  about  these  bonds?  Are  they  a 
good  investment?  Only  if  you  want  to 
cop  out.  If  you  believe,  as  I  do,  that 
interest  rates  are  at  or  near  their  peak, 
you  will  want  to  nail  down  some  of 
today's  juicy  yields.  I  don't  see  the 
merit  of  buying  a  bond,  note  or  deben- 
ture that  has  a  provision  to  reduce  the 
interest.  This  works  to  the  advantage 
of  the  big  banks  and  companies  doing 
the  borrowing.  I  would  rather  stick  to 
the  usual  type  of  fixed-income  issue 
that  has  a  "fixed"  rate  of  return. 

For  anyone  who  wants  to  make  a 
short-term  investment,  here's  a  better 
way  to  get  today's  high  return  with- 
out taking  the  risk  inherent  in  long- 
term  bonds:  Buy  a  bond  that  pays  a 
below-current-market  rate,  say  8%. 
Such  a  bond  will,  of  course,  sell  at  a 
discount  from  face  value  to  compen- 
sate for  the  subpar  coupon.  Buy  one 
that  will  be  callable  within  two  to  five 
years.  Assuming  that  interest  rates 
are  much  lower  than  today's  when 
these  bonds  become  callable,  you  can 
look  forward  to:  1)  a  good  current  re- 
turn; 2)  a  nice  little  capital  gain  when 
the  bond  is  called  from  you  at  par. 
Don't  be  discouraged  if  selections  are 
under  water  for  a  while.  Over  the  long  ! 
run,  bonds  purchased  today  will  look 
great.  Yields  will  be  well  above  those 
of  offerings  coming  to  market  in  the  j 
next  decade  or  more. 

Most  of  the  issues  that  fit  this  de- 
scription come  from  Bell  Telephone  j 
subsidiary  companies.  Each  of  the  Bell 
subs  comes  to  market  about  once  a  ; 
year.  Most  of  their  long-term  deben- 
tures permit  call  for  redemption  (or 
refunding)  five  years  after  initial  sale. 
The  call  price  is  not  100,  but  at  a 
consolation  premium  of  106.64  it  is 
almost — but  not  quite — equal  to  a  full 
year's  interest. 

Southern  Bell  Telephone  is  one  of 
those  Aaa-related  Bell  subs  that  is  a 


frequent  visitor  to  the  market.  Today 
it  would  have  to  pay  9s/s%  or  93/4%. 
But  in  1976,  the  operating  telephone 
company  sold  $450  million  of  8'/4% 
debentures  due  in  2016.  They  current- 
ly trade  at  8714  to  yield  9.47%  a  year. 
The  kicker  is  that  after  Apr.  15,  1981 
the  issue  can  be  redeemed  by  the 
company  at  a  price  of  106.64.  For  ev- 
ery $100  principal  amount,  selling 
now  at  $87.25,  an  investor  would  re- 
ceive $106.64.  The  profit  of  $19.39 
per  $100  face  amount  overcost  would 
add  almost  10%  a  year  if  the  deben- 
tures were  called  in  two  years,  6.5%  if 
called  in  three  years.  Not  bad! 

Roughly,  the  financial  management 
of  the  Bell  System  figures  that  when 
prevailing  interest  rates  fall  1%  or 
more  below  the  coupon  rate  on  an 
issue,  the  mathematics  favors  calling 
the  issue.  That  does  not  mean  that  it 
will  be  called.  But  it  could  be. 

If  the  issue  is  not  called  and  if  the 
market  has  become  a  7'/4%  market, 
the  price  of  the  issue  could  rise  from 
current  cost  to  about  112.  The  call 
price,  of  course,  would  limit  the  in- 
crease because  the  company  could 
take  the  bonds  back  at  a  price  of 
106.64  at  any  time.  Either  way,  there- 
fore, you  should  be  able  to  get  substan- 
tial price  appreciation  in  a  short  peri- 
od of  time,  generous  annual  yield  until 
then  and  little  additional  risk  that  the 
price  will  decline  much  below  78  Vi  if 
interest  rates  are  really  peaking. 

One  caveat  and  one  favorable  note. 
If  the  debentures  are  called  for  re- 
demption, don't  expect  to  reinvest 
the  money  at  a  high  rate.  As  I  point- 
ed out,  this  game  of  gambling  on 
early  call  at  a  premium  for  high  re- 
turn is  designed  for  those  who  want  a 
high  rate  of  return  for  a  short  period 
of  time. 

If  you  want  a  more  permanent  in- 
vestment, buy  one  of  the  earlier  Bell 
issues  which  carry  a  very  low  coupon, 
like  the  Southern  Bell  43/ss  of  2003, 
selling  at  55.  These  deep  discount 
bonds  are  hardly  likely  to  be  redeemed 
before  maturity,  but  the  low  coupon 
gives  them  price  volatility  that  would 
be  very  profitable  when  interest  rates 
are  falling. 

If  you  want  to  get  a  high  yield  for  a 
long  period  of  time,  don't  forget  my 
favorite  U.S.  Treasuries,  the  9'/8S  of 
2009.  The  bonds  are  not  callable  be- 
fore 2004  and  currently  sell  around 
99'/2  to  yield  9.17%.  Rates  can  fall  to 
6%  or  even  less  and  you  will  continue 
to  receive  the  equivalent  of  9.17% 
return  for  at  least  25  years  and  possi- 
bly 30  years.  ■ 
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Merrill  Lynch  offers 
a  new  Free  booklet  on 
the  exceptional  profit 
opportunities  offered 
by  speculating  in  inter- 
est rates,  foreign  cur- 
rencies and  precious 
metals  futures. 


3  examples 
of  profits 
that  outpaced 
inflation 


December  1978  Swiss 
Franc  futures  advanced 
from  $0.52  to  $0.69  dur- 
ing 1978.  Potential  profit: 
$21,000  per  futures  con- 
tract. (Margin  required 
was  $5,000  per  contract.) 


During  1978,  December 
1978  Gold  futures  ranged 
from  $173  to  $249  per 
ounce.  Dollar  value  of 
this  range:  approximately 
$7600  per  futures  contract. 
(Margin  required  was 
$  1,250  per  contract.) 


During  the  past  year, 
December  1978  Treasury 
Bill  futures  index  ranged 
from  92.80  to  90.60. 
Potential  profit  of  this 
range:  approximately 
$5,500  per  futures  contract. 
(Margin  required  was 
$1,000  per  contract.) 


Each  of  the  above  moves,  and  the  many  others  that  could  be  cited,  involved  substantial 
risk.  But  they  do  make  an  important  point:  speculating  in  futures  can  be  an  effective  weapon 
in  coping  with  inflation. 

Is  this  type  of  speculation  right  for  you?  It  depends  on  your  temperament  and  the  risk 
capital  available.  Merrill  Lynch  believes  you  should  have  over  $75,000  in  net  worth,  at  least 
$10,000  in  risk  capital,  and  a  minimum  of  $5,000  to  open  an  account. 

If  you're  an  investor  looking  for  bigger  profit  opportunities,  we  suggest  you  send  for 
our  new  booklet.  It's  free,  of  course. 


Mail  to:  Merrill  Lynch  Service  Center,  P.O.  Box  6118,  Chicago,  111.  60680 
Or  call  toll-free  800-243-5000  (1-800-882-5577  in  Connecticut). 
In  Alaska  or  Hawaii,  call  the  Merrill  Lynch  office  nearest  you. 

□  Yes,  I  would  like  a  free  copy 
of  your  new  booklet  on  Specu- 
lating on  Inflation:  Futures 
Trading  in  Interest  Rates,  For- 
eign Currencies  and  Precious 
Metals. 
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Zip 


Speculating  on  Inflation: 


Business  Phone  Home  Phone 

Merrill  Lynch  customers,  please  give  name  and  office  address  of  Account 
Executive:  


Merrill 
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How  The  Voluntary 
Effort  lb  Contain 
Healtfa  Care  Costs 
Is  Succeeding^. 

The  hospital  industry's  Volun- 
tary Effort  is  proving  that  health 
care  costs  can  be  effectively  con- 
tained without  undue  governmen- 
tal interference.  As  an  industry 
leader  in  this  effort,  Hospital  Cor- 
poration of  America  is  working 
every  day  to  contain  health  care 
costs  in  more  than  1 25  commun- 
ities across  the  United  States  and 
throughout  the  world.  We  are 
proving  we  can  operate  hospitals 
more  efficiently  through  private 
enterprise. 

Through  group  purchasing,  uni- 
form design  and  construction, 
sharing  of  human  resources,  plan- 
ning, developing  and  implement- 
ing new  management  systems, 
and  the  simple  factor  of  the  profit 
motive,  HCA  is  successfully  coun- 
teracting inflation  within  our  Com- 
pany's multi-hospital  system. 

Hospital  Corporation  of  America 
pioneered  corporate  management 
of  hospitals  and  continues  as  the 
industry  leader  after  its  first  1 0 
years.  Our  Company  is  built  on  a 
commitmentto  deliver  quality 
health  services  at  reasonable 
prices.  We  attribute  our  success 
and  steady  growth  to  that  com- 
mitment. 

Call  or  write  for  more  informa- 
tion. We'll  be  happy  to  send  you 
our  1 978  annual  report. 


HOSPITAL 
CORPORATION 
OF  AMERICA 

One  Park  Plaza 
Nashville.  TN  37203 
(1-615-327-9551) 


Stock  Comment 


That  stocks  are  cheap  does  not  preclude 
their  getting  cheaper;  so  it  makes  sense  to 
keep  a  fair-size  liquid  buying  reserve. 

A  REPLAY 
OF  1974? 


be  plenty  of  reasons  for  doing  so — it  is 
simply  not  realistic  to  get  excessively 
bearish  at  present  market  levels 
Stocks  are  cheap  already.  Of  course, 
this  does  not  preclude  their  getting 
cheaper  yet,  and  that  is  why  it  makes 
good  sense  to  keep  a  fair-size  liquid 
buying  reserve. 


By  Heinz  H.  Biel 


First-quarter  re- 
sults were  so  very 
good  that  1979  will 
almost  certainly  be 
another  record  year 
for  corporate  profits. 
This  prospect  has 
given  directors  of 
hundreds  of  compa- 
nies the  needed  con- 
fidence to  raise  divi- 
dend rates.  Isn't  this  a  perfect  scenar- 
io for  a  good  stock  market? 
Obviously,  investors  think  that  this  is 
not  necessarily  so.  They  remember 
only  too  well  what  happened  in  1973- 
74,  when  the  market  collapsed  even 
though  earnings  as  well  as  dividends 
continued  to  rise.  To  refresh  your 
memory,  this  is  what  happened  at  the 
time,  as  reflected  in  the  Dow  Jones 
industrial  stock  average: 

Year       Earnings     Dividend  Range 

1972  $67.11       $32.27  1036-889 

1973  86.17         35.33  1052-788 

1974  99.04         37.72  892-578 

Earnings  on  the  DJI  actually  did  not 
peak  until  the  third  quarter  of  1974,  at 
which  time  the  bear  market  was  just 
about  over. 

It  is  quite  possible  that  we  will  du- 
plicate the  experience  of  five  years 
ago,  except  that  the  skepticism  of  ul- 
tracautious  investors  has  kept  the 
market  from  reflecting  the  earnings 
and  dividend  bonanza  that  we  now 
enjoy.  Since  we  never  had  the  boom 
that  characterized  the  market  at  the 
end  of  1972,  we  may  also  be  spared 
the  severe  bear  market  that  followed. 
The  DJI,  presently  around  842,  has  an 
unusually  low  multiple  of  6.8  times 
past  12  months'  earnings  of  $123.  The 
indicated  dividend  of  $52.64  produces 
a  liberal  yield  of  6Vi%. 

Even  if  one  views  the  future  with 
some  misgivings — and  there  seem  to 

Heinz  H.  Biel  is  a  rice  president  of  tlx  NYSE 
finn  ofjanney  Montgomery  Scott 


Keeping  it  in  the  family 

I  am  ambivalent  about  investing  in 
family-controlled  companies.  There 
are  pros  and  cons.  Owner-manage- 
ment, at  least  in  theory,  should  be 
better  and  more  concerned  with  the 
interests  of  all  shareholders,  but  this 
is  not  always  the  case.  If  there  is  too 
much  nepotism  (Food  Fair  Stores),  or 
if  attractive  mergers  are  spurned 
(McGraw-Hill),  or  if  the  dividend  poli 
cy  is  niggardly,  there  is  nothing  you 
can  do  except  sell  the  stock.  By  and 
large,  however,  my  experience  with 
family-dominated  companies  has 
been  very  good. 

One  such  company,  mentioned  in 
this  column  many  years  ago  (Forbes, 
Feb  15,  1969),  is  Papercraft  Corp 
(17'/4),  a  leading  maker  of  gift  wrap- 
pings, adhesives  and  a  variety  of 
household  products.  The  Katz  family 
owns  about  20%  of  the  stock  and 
there  are  five  Katzes  on  the  board 
Although  Papercraft's  growth  was 
slowed  down  for  a  while  by  a  lengthy 
and  costly  run-in  with  the  Federal 
Trade  Commission,  its  record  of 
steady  growth  is  very  good.  Between 
1969  and  1979  per-share  earnings  dou 
bled  and  dividends  tripled.  The  fact 
that  the  stock  is  still  selling  far  below 
its  high  of  some  years  ago  should  not 
be  blamed  on  Papercraft,  which  mere 
ly  was  a  victim  of  the  growth-stock 
craze  of  that  period.  The  stock  sells  at 
about  six  times  expected  1979  earn 
ings  and  yields  6V2  %. 

Maryland  Cup  ( I8V2 ),  a  leading  mak- 
er of  disposable  (paper  or  plastic)  cups, 
dinnerware,  containers,  drinking 
straws,  ice  cream  cones,  etc.,  was  first 
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suggested  here  five  years  ago  (Forbes, 
Feb  15,  1974).  It  is  dominated  by  the 
q  Shapiro  family,  which  owns  56%  of 
the  6.7  million  shares  and  has  six 
members  of  the  family  on  the  board. 
This  doesn't  seem  to  have  hurt. 
Growth  has  been  steady;  per-share 
earnings  have  more  than  doubled  in 
the  past  decade  and  while  it  is  still 
skimpy,  the  dividend  is  being  raised 
with  great  regularity.  The  outlook  re- 
mains favorable.  The  earnings  multi- 
ple is  a  little  over  six,  but  the  dividend 
J  yield  is  only  3%. 

'I    Winn-Dixie  Stores  (26)  has  been  cov- 
ered many  times  in  this  column,  and 
deservedly  so.  Its  record  of  virtually 
uninterrupted  growth  in  sales,  earn- 
4  ings  and  dividends  goes  back  over  four 
Cl  decades  and  is  almost  without  parallel 
"I  in   American   business.  Operating 
some  1,170  food  markets,  with  a  vol- 
''ume  of  nearly  $5  billion  this  year,  may 
not  seem  glamorous,  but  earning  an 
average  return  on  equity  of  over  20% 
year  in,  year  out  is  matched  by  very 
few  of  the  most  glamorous  corpora- 
tions. IBM  just  about  makes  it. 

The  Davis  family,  with  four  mem- 
bers on  the  board  and  holding  28%  of 
the  stock,  has  treated  the  outside 
shareholders  fairly.  Since  much  of  the 
Davis  investment  is  in  the  class  "B" 
stock  (it  pays  no  dividend,  but  is  con- 
vertible into  common),  the  company 
has  been  able  to  afford  a  comparative- 
ly liberal  dividend  policy.  I  expect  the 
monthly  dividend  rate  to  be  raised  to 
13  cents,  which  would  produce  a  6% 
return.  Not  bad  for  an  outstanding, 
conservative  growth  stock.  Earnings 
for  the  fiscal  year  ending  this  month 
are  likely  to  be  around  $3.35. 
'Pj    Barnes  Group  (25)  was  known  as  As- 
•sociated  Spring  when  I  first  wrote 
; about  it  (Forbes,  Aug.  1,  1970),  but  a 
'few  years  ago  it  changed  its  name. 
;  Presumably  this  was  intended  to  re- 
3  fleet  the  broadening  of  the  company's 
activities,  as  well  as  its  control  by  the 
Barnes  family,  which  holds  about 
35%  of  the  stock  and  has  three  mem- 
bers on  the  board.  Barnes  Group  is  the 
foremost  manufacturer  of  close-toler- 
11  tance  springs  and  a  leading  distributor 
iof  repair  and  replacement  parts  for 
0  jindustrial  and  automotive  uses.  Prof- 
!  jits  per  share  have  tripled  since  1969; 

dividends  have  doubled.  The  stock 
■''  reached  an  alltime  high  of  28  in  1978, 
well  above  the  peaks  of  previous 
years.  Despite  the  somewhat  cyclical 
nature  of  its  principal  business,  1979 
profits  are  expected  to  reach  $4  a 
share,  a  new  high.  A  3-for-2  split  has 
been  proposed.  ■ 


MAPCO  IS 
PIPELINES,  BUT... 


□ 


Pipelines  are  only  a  part  of 
the  MAPCO  picture.  This 
integrated  energy  com- 
pany also  produces  and 
markets  oil,  coal,  gas  and  gas 
liquids,  retails  LPG,  liquid  fer- 
tilizer and  appliances  and  pro- 
duces sonic  instrumentation 
devices. 

or  a  closer  look  at  MAPCO's 
diversification  and  profit- 
able growth,  write  for  our 
current  report. 


Dept.  P.  1800  S  Baltimore  Ave 
Tulsa,  Oklahoma  74119 
SYMBOL  MDA  •  NYSE 
MWSE  •  PSE 


What  makes  one  fund  stand  out 
from  the  money  market  crowd? 


Before  you  choose 
any  money  market 
fund,  Fidelity  Daily 
Income  Trust  sug- 
gests you  compare 
these  features: 

1.  High  yield 
(Figures  are  readily 
available  from  any  fund  by 
phone). 

2.  Low  management  fee 
(Ours  is  just  3/10  of  1%). 

3.  Cost  structure  (FDIT  favors 
those  who  invest  $10,000  or 
more). 

4.  $1  share  value. 

Plus  free  checks,  no  sales 
charge,  and  no  withdrawal  pen- 
alty. Learn  more  about  these, 
and  other  features  of  FDIT  today 

FIDELITY  GROUP 

Over  $4  billion  of  assets  under  management. 


and  see  why  FDIT 
stands  out  from 
the  money  market 
crowd. 

Call  Free 
(800)225-6190 

In  Mass.  Call  Collect  (617)  726-0650 

'"[^f  Fidelity  Daily 
W^fm  ■  Income  Trust 

RO.  Box  832,  Dept.  JB  061 179 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information 
including  management  fees 
and  expenses,  please  write  or 
call  for  a  prospectus  Read  it 
carefully  before  you  invest  or 
send  money. 


-ZIP- 


Retirement  Plan  Information:  Q  Keogh  ■  □  403(b) 
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Even  if  you  have  the  best  computer  hard- 
ware in  the  world,  somebody  will  top  it. 

KNOWING  WHERE 
TO  KICK 
THE  TIRES 


By  Thomas  P.  Murphy 

Once  again  the 
computer  industry 
is  the  hottest  indus- 
try for  venture  cap- 
ital investing.  Ev- 
erybody wants  a 
computer  deal.  So 
what  do  you  do  if 
some  eager  entre- 
preneur walks  into 
your  office  with  his 
astonishing  new  small  business  com- 
puter under  his  arm?  Make  him  com- 
fortable and  call  David  E.  Gold,  who  is 
fast  becoming  venture  capital's  man 
in  the  know  on  computers. 

Gold,  35,  will  arrive  on  the  scene 
from  California  complete  with  well- 
trimmed  beard  and  sterling  creden- 
tials— an  electrical  engineering  de- 
gree; a  masters  and  a  doctorate  in 
computer  science  from  the  University 
of  Illinois;  five  years  at  IBM;  one  year 
at  Gnostic  Concepts,  a  firm  that  does 
market  research  in  the  computer 
field.  But  much  more  important,  Gold 
knows  where  to  kick  the  tires.  He  has 
done  it  all,  from  computer  program- 
ming to  handling  a  soldering  iron. 
This  makes  him  qualified  indeed  for 
his  job — telling  the  venture  capitalist 
whether  or  not  that  new  computer  is 
really  good  on  a  technical  level  and 
whether  or  not  the  entrepreneur  has 
some  way  of  marketing  his  machine. 

He's  not  easily  impressed.  "I  must 
have  looked  at  a  dozen  small  business 
computer  deals  this  past  year,"  Gold 
told  me,  "and  only  a  couple  of  them 
made  any  sense  for  the  investors.  In 
most  cases,  the  hardware  was  work- 
able and  viable,  in  some  cases  there 
was  enough  software  for  a  limited 
number  of  applications,  but  in  all  ex- 
cept those  couple  of  cases,  there  was 
no  real  marketing  plan." 

"Of  course,"  he  said,  "you  don't 

Tlx>mas  P  Murphy  heads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn 


expect  to  see  a  perfect  company  in 
these  early  stages.  You  do  want  some 
feeling  that  the  entrepreneur  under- 
stands that  there  is  a  problem  and  has 
some  plan  for  solving  it." 

As  Gold  sees  it,  tomorrow's  suc- 
cesses in  the  computer  field  won't 
come  from  hardware  alone.  "Even  if 
you  have  the  best  piece  of  hardware  in 
the  world,"  he  noted,  "somebody  will 
top  it."  What  Gold  looks  for  is  "value 
added."  That,  he  feels,  is  the  ability  to 
bring  a  good  computer  together  with  a 
well-rounded  package  of  software  and 
mate  them  with  efficient  marketing 
and  service  backup.  In  the  small  end  of 
the  market,  he  thinks  that  nobody  yet 
has  figured  out  a  way  to  sell  computers 
cheaply  and  still  offer  the  handholding 
and  backslapping  needed  to  get  the 
machines  up  and  running  m,  say,  a 
retail  store  or  a  dentist's  office.  Not 
Tandy  Corp.,  with  its  thousands  of 
Radio  Shack  outlets,  though  it  may 
have  come  closer  than  anyone  else. 
Not  mighty  Texas  Instruments,  which 
according  to  trade  rumor  is  set  to  go 
with  a  small  business  computer,  but 
has  not  figured  out  a  way  to  get  it  into 
the  market.  "They  can't  sell  through 
department  stores  and  discount 
houses,  as  they  did  with  calculators," 
Gold  said.  "The  buyer  needs  support." 
The  problem  is  that  such  support  is 
costly.  How  do  you  provide  it  and  still 
sell  an  inexpensive  product? 

As  for  the  computer  stores,  the  new 
wave  of  retail  distribution  for  minis 
and  microprocessors,  Gold  has  his 
misgivings:  "Most  of  them  are  started 
by  computer  buffs,  and  they  don't  re- 
alize they  are  losing  money  until  they 
go  bankrupt."  Somebody  will  make  it, 
though,  and  Gold  figures  one  or  more 
nationwide  chains  of  computer  stores 
will  evolve  to  sell  small  computers  to 
businesses  and  to  the  home. 

The  home  computer  is  a  burgeon- 
ing market  for  Tandy  Corp.,  which 
can't  begin  to  meet  the  demand  for 
its  floppy  disk  drive,  a  little  $499 
extra  that  every  computer  buff  even- 


tually feels  he  needs.  "In  California,' 
Gold  observed,  "the  kids  aren't  wait] 
ing  for  high  school  to  get  into  com- 
puters. They  are  starting  with  them 
in  grade  school,  and  by  the  time 
those  kids  are  in  high  school,  they 
want  their  own  computers."  Yet 
Gold  is  not  a  starry-eyed  enthusiast 
on  the  home  computer.  "There  is  not 
one  application  yet  developed,"  he 
said,  "that  makes  real  sense  in  the 
home.  They  tell  people  to  keep  their 
recipes  on  a  computer.  What's  wrong 
with  file  cards  in  a  tin  box?" 

Gold  likes  deals  that  marry  comput 
ers  and  communications.  "In  the  old 
days,"  he  explained,  "computers  were 
big  and  expensive.  They  needed  air 
conditioned  rooms  to  operate  in  and 
lots  of  expensive  help  to  run  them 
There  were  real  economies  of  scale 
With  the  development  of  the  minis 
and  the  microprocessors,  there  are 
now  diseconomies  of  scale."  The 
trend,  Gold  believes,  is  to  "distributed 
processing,"  doing  the  computing 
where  the  work  originates  and  then 
tying  the  whole  thing  into  a  bigger 
system  with  communications.  How? 
The  telephone  lines  have  been  the 
answer  in  the  past,  but  they  can  carry 
only  limited  amounts  of  digital  infor 
mation.  Satellites  are  a  much  better 
answer  for  the  future.  And  who  will 
profit  from  that?  Among  many,  Gold 
thinks,  is  Scientific  Atlanta.  The 
company  makes  dish  antennas  for 
satellite  reception. 

As  for  selling  consulting  services  to 
venture  capitalists,  that  too  has  its 
economy-of-scale  problem.  A  typical 
venture  investment  today  might  be 
$500,000  and  if  you  pay  a  consultant 
$10,000  for  his  advice,  and  end  up 
closing  only  one  deal  out  of  five,  the 
overhead  gets  pretty  hefty.  As  an  ex 
ample,  an  entrepreneur  and  four  ven- 
ture firms,  plus  lawyers,  were  sitting 
down  for  a  closing.  The  venture  cap 
italists  had  one  proviso — they  wanted 
the  company  to  add  one  executive  to 
its  staff.  The  entrepreneur  was  a  bit 
smart-alecky  with  his  response,  and  it 
was  bye-bye  deal  and  all  the  work  that 
went  into  it. 

As  a  result,  Gold  figures,  a  good 
many  venture  capitalists  try  to  dis- 
pense with  the  services  of  people  like 
him.  Others,  especially  in  the  East, 
are  a  bit  chintzy  about  his  fees  and 
expenses:  Before  taking  him  on,  they 
often  ask  how  he  travels.  They  are 
wary  of  consultants  who  travel  first 
class.  For  all  this,  though,  Gold's  busi- 
ness is  booming.  He  plans  to  hire  an 
associate  to  share  the  load.  ■ 
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to:  The  serious  investor  who  demands  superior  results 
from:  The  Value  Line  Investment  Survey 

2  things  you  should  know 

about  EVERY  stock  that 
concerns  you: 


TIMELINESS 

/  Relative  Price  Perform-  \ 
V  ance  Next  1 2  Mos  / 

SAFETY  3  Avera9e 

(Scale  1  Highest  to  5  Lowest). 
BETA  1.25 


Each  of  1700  stocks  monitored  by  Value  Line  is  the  subject  of  a  new  full-page 
Report  (size  8Vi  x  1 1 )  every  1 3  weeks.  (A  complete  set  of  the  latest  Reports  is 
yours  as  a  bonus  below.) 

Each  of  these  full-page  Reports  contains  more  than  1000  items  of  infor- 
mation about  the  subject  company  and  its  stock.  But  before  you  bother  with 
any  other  information,  there  are  two  things  you  should  know  about  EVERY 
stock  that  currently  concerns  you: 

1.  HOW  SAFE  is  thi8  Stock?  Value  Line  ranks 

each  of  1700  stocks  from  1  (Highest)  down  to  5  (Lowest) 

for  relative  long  term  investment  Safety.  The  Safety 

rank  is  based  on  the  stock's  price  stability  and  the  com- 
|  pany's  financial  strength  (each  of  which  is  also  ranked 
1  separately).  If  you  require  superior  Safety,  stick  with 
1  stocks  ranked  1  or  2  in  this  respect. 

■I 2.  HOW  TIMELY  is  this  Stock?  Value  Line  ranks  each  of  1700  stocks 
|from  1  (Highest)  down  to  5  (Lowest)  for  Timeliness— reflecting  Value  Line's 
i  objective,  computerized  assessment  of  its  relative  price  performance 
prospects  in  the  next  12  months.  Almost  every  stock  goes  through  phases 
when  it  performs  a  lot  better,  or  worse,  than  the  overall  market.  Whatever 
else  you  may  want  from  your  investments,  if  you  want  performance,  we 
suggest  you  stay  with  stocks  currently  ranked  1  or  2— and  not  worse  than  3 
(Average)— for  Timeliness. 

UPDATED  EVERY  WEEK 

In  addition  to  the  regularly  issued  full-page  Reports,  every  week  Value  Line's 
(Summary  &  Index  updates  the  ranks  and  ratings  of  each  of  1700  stocks 
['relative  to  all  the  others,  as  follows: 

a)  Rank  for  Timeliness  (as  outlined  above). 

b)  Rank  for  Safety  (as  outlined  above). 

c)  Estimated  Yield  in  the  Next  12  Months. 

d)  Estimated  Appreciation  Potential  in  the  Next  3  to  5  Years,  showing  the 
future  "target"  price  range. 

e)  P/E  ratio,  current  price,  Beta,  estimated  12-month  earnings  and  divi- 
dends, latest  quarterly  results  vs.  year-ago  results. 

SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line  Investment  Survey  (with  30- day 
money-back  guarantee)  for  the  next  9  weeks  for  only  $29— about  HALF  the 
regular  rate  — if  no  one  in  your  household  has  subscribed  in  the  past  two 
i years.  And  you  automatically  receive  these  two  bonuses: 

BONUS  #1— Value  Line's  2400-page  Investors 
Reference  Service,  including  our  latest  full-page 
Reports  on  each  of  1700  stocks  .  .  .  fully  indexed 
and  loose-leaf  bound  for  easy  reference,  and 
systematically  updated  by  new  full-page  Reports  in 
'the  weeks  ahead.  Filing  takes  but  a  minute  a  week. 

BONUS  #2— Evaluating  Common  Stocks,  by  Arnold 
Bernhard,  Value  Line's  founder  and  research  chief. 
This  96-page  guidebook  reveals  methods  of  stock  evaluation  that  took 
decades  to  develop,  and  tells  exactly  how  to  use  the  immense  wealth  of 
precision-organized  data  in  The  Value  Line  Investment  Survey. 

MONEY-BACK  GUARANTEE 

If  you're  not  fully  satisfied  with  the  Value  Line  Survey  for  any  reason  at 
all,  simply  return  the  material  within  30  days  for  a  full  refund  of  the  fee 
you  have  paid.  But  keep  the  96-page  book,  Evaluating  Common  Stocks, 
as  a  gift. 

With  the  very  first  weekly  Value  Line  issue  you  receive,  we  urge  you 
to  check  the  Safety  and  Timeliness  ranks  of  every  stock  that  concerns 
you  now. 

This  subscription  is  tax-deductible  if  utilized  to  aid  in  the  manage- 
ment of  your  investments. 

Fill  in  and  mail  the  coupon  at  right 
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Moat  of  ABC's  broadcasting  is  in  high 
(ear.  The  TV  network  continues  to  pick  up 
audience,  and  the  company-owned  TV  sta- 
tions are  doing  better  than  the  competition 
There  are  a  few  rough  spots  on  the  radio  side, 
however  Ftadio  network  profits  declined 
year  to  year,  and  income  growth  at  the  FM 
station  group  has  tapered  off  In  both  of  these 
ABC  was  a  victim  of  its  own  success 
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group  has,  for  a  long  time,  been  the  show- 
piece of  the  industry  were  doing  eicep 
tionally  well  for  the  pant  couple  of  years,  and 
industry  forever 


ABC's  TV 
leadership  may  persist.  While  Lout  Boat 
and  Mark  A  Mindy  may  not  be  everybody's 

are  swiu'riing  to  ABC  fi  rot  for  lll"tfaa£ 
programming  This  shows  up  in  the  gradual 
rise  in  ratings  for  the  company'"  news  offer 
ings  For  quite  some  while,  the  three 
networks  were  i  loM  to  paritv  in  terms  of  news 
facilities  and  slickness  It  was  just  that  many 
were  more  "comfortable''  with  Walter 
Cronkite  or  John  Chancellor,  and  would 
watch  them  for  news  before  switching  to  ABC 

been  a  keTelement  ,n  t  he  "sue.  ess"  of*  A  B( "a 
affiliate  hunt  The  company's  investments  in 
news  seem  to  be  paying  off  handsomely 

ABC  can  earn  •■'■>  a  share  this  year  from 
■ta  spare  change.  Sine*  the  corporation  is 
making  money  faster  than  it  can  spend  it.  big 
balances  of  investible  funds  are  developing 
id.  the  company  had 
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THE  VALUE  LINE  INVESTMENT  SURVEY 

ARNOLD  BERNHARD  AGO., INC. ,711  THIRD  AVE., NEW  YORK, N.Y. 10017 

□  Begin  my  9-week  trial  to  The  Value  Line  Investment  Survey  (limited 


■  once  to  any  household  every  two  years)  and  send  me  the  two  bonuses  list- 
I  ed  above.  Check  for  $29  is  enclosed.  (Trial  subscriptions  must  be  accom- 

Ipanied  by  payment.) 
SPECIAL  EXTRA  BONUS  This  famous-make  pocket-size 
ELECTRONIC  CALCULATOR  (with  full  memory)  given  to  you 
I  when  you  order  The  Value  Line  Investment  Survey  for  one 
I  vear— and  send  Davment  now. 

I 

■  re: 

|  DEnter  my  subscription  now.  Bill  me  for  $315 
(Does  not  include  the  calculator.) 


year— and  send  payment  now. 
□  1  year  for  $315.  My  payment  is  enclosed— send  me  the 
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UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regularquarterly  divi- 
dend of  41  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  July  2,  1979  to 
shareholders  of  record  at  the 
close  of  business  June  8,  1979. 


Dallas,  Texas 
May  18,  1979 


R.  E.  FONVILLE 
Secretary 


Electric  Utility  Subsidiaries: 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham,  Alabama 
Common  Stock  Dividend  No.  24 

A  regular  quarterly  dividend  of  W/a 
cents  per  share  has  been  declared  on 
the  Common  Stock  of  Southern  Natu- 
ral Resources,  Inc.,  payable  lune 
14,  1979  to  stockholders  of  record  at 
the  close  of  business  on  May  31, 1979. 

RONALD  L.  KUEHN,  |R. 
Secretary 


Dated  May  4, 1979 


OWN  YOUR  OWN 

MONEY  BUSINESS 

"BECOME  A  FINANCIER" 

UTILIZE  OVER  2,000  SOURCES  OF  CAPITAL 
Ideal  for  executive  type  person.  Operate  from 
your  own  dignified  professional  office.  Clients 
come  to  you  for  Business  Capital  Assistance. 
Must  be  sincere  with  a  well-rounded  business 
background.  Instant  Hi  income  potential  for  right 
person. 

$18,000  CASH  REQ. 

Call  Mr.  Van  (213)  463-4841 

or  write:  Computer  Capital  Corp. 
Dept.  5.  6922  Hollywood  Blvd. 
Los  Angeles,  CA  90028 


IL-  M8DELL8 

Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
AND  GOURMET 

.  1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310, 


Maybe  the  Russians  aren't  coming,  bu 
watch  out  for  the  Germans,  the  Japanese, 
the  Arabs,  the  British,  the  French. 

GOOD  NEWS 
FROM  ABROAD 


By  Ann  C.  Brown 


Rumor  has  it  that  a 
wealthy  European 
recently  plunked 
down  $375,000  in 
cold  cash  to  buy  a 
pleasant,  if  unspec- 
tacular, apartment 
in  my  building.  For 
all  I  know,  maybe 
the  same  man  was 
at  an  auction  I  at- 
tended a  couple  of  weeks  ago  where 
well  over  half  the  art  objects  found 
themselves  going,  going,  gone  to  per- 
sons speaking  every  language  but  En- 
glish. Each  day  it  seems  that  the  Stat- 
ue of  Liberty  lifts  her  lamp  to  fewer 
and  fewer  of  the  "huddled  masses 
yearning  to  breathe  free"  and  to  more 
and  more  of  the  dollar-laden  foreign- 
ers burning  to  spend  freely. 

During  the  past  30  years  we  carried 
or  sent  our  currency  overseas  in 
search  of  everything  from  Persian  car- 
pets to  villas  in  the  south  of  France. 
While  other  countries  struggled  to  re- 
pair the  ravages  of  World  War  II  (albeit 
with  heavy  doses  of  U.S.  aid  to  enable 
them  to  purchase  U.S.  goods  and  tech- 
nology), we  prospered  mightily.  But 
once  the  world  was  largely  rebuilt,  our 
customers  became  our  competitors 
and  undercut  our  prices  with  goods 
manufactured  by  the  supermodern 
plants  we  helped  to  design  and  fi- 
nance. More  of  our  money  went  out 
than  came  back  and,  when  the  oil- 
mongers  got  a  bee  in  their  collective 
burnooses  to  quadruple — and  then 
some — the  price  of  petroleum,  domes- 
tic inflation  really  took  off. 

At  the  moment,  learned  econo- 
mists estimate  that  there  are  125  bil- 
lion to  200  billion  bucks  floating 
around  offshore.  What's  more,  this 
number  is  bound  to  increase  as  long  as 

Ann  C  Brown  is  executive  lice  president  of  the 
New  York  investment  firm  of  Melhado,  Flynn  & 
Associates. 


we  continue  running  trade  deficits 
Some  of  this  money  is  returning  t< 
buy  tangibles  like  Iowa  farmland  an< 
Duncan  Phyfe  furniture.  However 
sooner  or  later,  even  more  of  thi 
money  will  find  its  way  into  asset 
cheap  American  equities.  As  I  see  it 
the  risk  in  the  stock  market  today  i: 
in  being  out  of  the  stock  market.  May 
be  the  Russians  aren't  coming,  bu 
watch  out  for  the  Germans,  the  Japa 
nese,  the  Arabs,  the  British,  th 
French  and  just  about  everyone  with  ; 
surplus  of  greenbacks. 

Assuming  our  friends  from  acros; 
the  oceans  decide  to  do  a  little  bar 
gain-hunting  in  the  Big  Bazaar,  it'! 
likely  they'll  buy  the  "known-name' 
stocks  first.  Shares  of  CBS  (45)  stand  i 
better  chance  of  being  snapped  up  be 
fore  those  of  LIN  Broadcasting  (39 
even  though  we  know  the  latter  has  ■< 
more  impressive  earnings  growth  rec 
ord.  CBS  is  down  nearly  20  point; 
from  its  last  year's  high  and,  ever 
though  some  problems  remain,  the) 
appear  to  be  adequately  discounted  ir 
the  present  price.  Earnings  per  share 
this  year  may  be  about  the  same  a; 
last  year's  $7.15,  but  early  estimates 
of  $8.50  in  1980  are  intriguing. 

McDonald's  Corp.  (42)  is  anothei 
company  that  could  attract  consider 
able  buying  interest  from  overseas 
Big  Macs  are  currently  sold  in  24  for 
eign  countries,  and  it  is  estimatec 
that  there  will  be  as  many  as  1,50C 
outlets  abroad  before  long.  McDon 
aid's  stock  has  remained  under  pres 
sure  for  several  months  due  to  the 
concern  over  gas  rationing  and  rising 
beef  prices.  Obviously,  the  company 
can't  continue  its  30% -plus  profi< 
gains  indefinitely,  but  15% -20%  year- 
ly earnings  increases  still  seem  possi 
ble  well  into  the  1980s.  For  1979  earn 
ings  should  be  around  $4.70  per  share 
vs.  $4  last  year.  Next  year,  maybe 
$5.65  from  the  McMoney  boys. 

Burroughs  Corp.  (68)  is  a  big  com- 
pany that  investors  have  taken  little 
notice  of  lately  even  though  its  earn 
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ings  continue  to  show  sharp  gains. 
Down  from  a  high  of  88  last  year,  this 
I  major  manufacturer  of  computers, 
j  business  machines  and  office  supplies 
should  earn  somewhere  in  the  neigh- 
borhood of  $7.25  per  share  this  year, 
up  from  $6.21  in  1978.  Next  year, 
$8.35  seems  possible  as  Burroughs  has 
shown  remarkable  earnings  resiliency 
during  economic  downturns.  New 
[  product  introductions  are  expected 
soon  and  some  people  think  Bur- 
roughs is  more  innovative  than  IBM. 

Other  companies  that  could  catch  a 
foreign  stock-shopper's  eye  are  Smith- 
Kline  (83),  Ai>on  Products  (46),  Sears, 
Roebuck  (19),  Walt  Disney  (35)  and  Citi- 
corp (23).  SmithKline  is  suffering  from 
a  bad  case  of  accusations  that  its  ul- 
cer-curing drug  causes  some  serious 
i  side  effects.  My  guess  is  that  the  stock 
I  could  have  a  speedy  recovery.  Avon 
;  Products  is  expected  to  stumble  like  it 
did  in  the  poor  consumer  climate  of 
1 1974.  But  the  company  has  a  stronger 
.sales  force  today,  an  improved  prod- 
-  uct  mix  and  a  wider  international  dis- 
tribution network.  Sears,  Roebuck  is 
l  currently  selling  below  book  value  for 
.  the  first  time  since  I  can  remember.  It 
is  unlikely  this  situation  will  contin- 
ue. And,  while  the  gas  shortage  may 
temporarily  affect  theme  park  rev- 
j  enues,  Disney  has  a  lot  of  other  things 
il going  for  it— EPCOT  (the  new  "City 
,  of  Tomorrow"  rising  near  Disney 
World  in  Florida);  the  Tokyo  Disney- 

Iland  project;  the  film  library  and  a 
possible  blockbuster  movie,  The  Black 
^Hole,  to  be  released  shortly.  As  for 
jjCiticorp,  its  anticipated  Iranian  loan- 
flosses  may  either  be  less  than  expect- 
ed or  even  paid  off  in  full. 


Follow-ups 

In  the  May  14  issue,  I  recommend- 
ed ^reeporr  Mrcera/s  (then  41,  now  46). 
litating  that  I  thought  the  company 
;ould  earn  $4.70  to  $5.30  per  share  in 
979  and  $8.10  in  1980.  After  report- 
ng  a  whopping  first  quarter,  Freeport 
Minerals  may  earn  around  $8  per 
share  this  year  and  as  much  as  $9.50 
lext  year. 

I  Santa  Fe  International  (21),  recom- 
jnended  in  the  Apr.  16  issue  at  29, 
jihocked  The  Street  with  a  reported 
deficit  of  71  cents  for  the  first  quarter. 
Siting  a  host  of  unhappy  happenings,  I 
:he  company  bit  the  bullet  and  share- 
holders choked.  From  here  on,  it's 
itrictly  a  "show-me"  situation.  How- 
ever, at  the  current  price,  I  wouldn't 
;ell  the  stock.  Prospects  still  look 
Sromising  ■ 


Get  peak  yields  plus  daily 
liquidity  with  only  s2,000. 


Here  at  theN^Btop, 

you'll  find  important 
advantages.1 
□  High  money  mar-^ 
ket  yield: 
□  Immediate  liquidity 
no  withdrawal  penalty 
o  Toll-Free  telephone  *\ 
redemption /transfer.  " 
n  Free  check  writing. 

o  No-Load. 
No  sales  charge  or  redemption 
penalty.  You  get  these  bene- 
fits whether  you  invest  J 
$2,000  or  $2,000,000.  „I 


ror  current  yield,  phone  toll-free 
-800-638-1527.  If  busy,  or  in 
laryland,  call  collect 
301:547-2136._ 

Rowe  Price  A 
Prime  Reserve  Fund,  Inc. 


1CK*  E.  Pratt  Street,  Baltimore, 
Maryland  21202. 


Zip  Code. 


For  more  complete  information,  includ- 
ing management  fee  and  other  charges 
and  expenses,  obtain  a  prospectus.  Read 
t  carefully  before  you  invest  or  send 
money. 
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Alas,  like  so  many  things  in  life,  theory  and 
practice  are  frequently  separated  by  an 
ocean  of  stomach  acid. 

PROFITS  FROM 
PYRAMIDING? 


By  Stanley  W.  Angrist 


If  you  hang  around 
commodity  traders 
long  enough,  you 
will  sooner  or  later 
hear  a  tale  of  how  a 
trader  turned  the 
margin  on  a  single 
contract  into  an  oil 
sheikh's  ransom. 
Readers  frequently 
ask  me  how  this  is 


done.  The  answer  is:  with  great  diffi- 
culty. The  technique  is  called  "pyra- 
miding," but  a  more  appropriate 
name  for  it  is  sheer  madness. 

The  idea  in  pyramiding  is  that  if  the 
market  moves  in  your  direction,  the 
increased  equity  created  in  your  ac- 
count can  then  be  used  to  provide  the 
margin  to  secure  additional  positions. 
In  theory,  one  could  start  with  a  single 
contract  and  wind  up  holding  a  sub- 
stantial position.  Alas,  like  so  many 
things  in  life,  theory  and  practice  are 
frequently  separated  by  an  ocean  of 
stomach  acid.  I  have  worked  out  an 
example  below  of  how  not  to  pyramid. 

Suppose  you  go  long  a  single  con- 
tract of  corn  at  a  price  of  $2.50  a 
bushel,  putting  up  the  required  margin 
of  $600.  Corn  advances  24  cents  per 
bushel  to  $2.74  generating  additional 
equity  of  $1,200  in  your  account.  (A  1- 
cent  move  in  corn  is  equivalent  to  a 
$50  change  in  equity  per  contract,  as 
there  are  5,000  bushels  in  a  contract.) 
Turn  the  additional  $1,200  into  two 
more  contracts,  and  you  have  begun 
to  build  a  pyramid.  Corn  continues  to 
advance,  reaching  $2.86  per  bushel. 
This  12-cent  move  adds  another 
$1,800  in  equity  to  your  account  and 
thus  you  add  another  three  contracts. 
Lady  Luck  smiles  once  again  on  you 
and  corn  moves  without  setback  to 
$2.94  per  bushel  where  you  go  long 


Stanley  W  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  tl.te  author  of  Sensible 
Speculating  in  Commodities. 


four  more  contracts.  You  are  now 
holding  ten  contracts  of  corn  with  an 
average  cost  of  $2.84  per  bushel.  If 
corn  should  continue  its  merry  chase, 
reaching  $3.75,  you  would  be  holding 
a  profit  of  $20,500  for  which  you  only 
supplied  the  original  margin  money  of 
$600— a  3,400%  rate  of  return  on  the 
original  investment. 

But  what  happens  if  things  go  the 
wrong  way?  If  corn  were  to  back  off  to 
$2.75  per  bushel,  you  would  be  hold- 
ing a  paper  loss  of  $4,500  and  no  doubt 
would  have  received  a  margin  call.  A 
drop  to  $2.60  would  produce  a  $  1 2,000 
loss  on  your  ten  contracts. 

An  examination  of  the  diagram  be- 
low reveals  that  in  the  first  example 
you  have  constructed  an  inverted  pyr- 
amid. A  wide  top  resting  on  a  narrow 
base.  Such  a  structure  is  inherently 
unstable.  But  there  is  another  way  to 
construct  a  pyramid — if  pyramid  you 
must.  Suppose  you  start  with  a  base  of 
four  contracts  at  $2.50  a  bushel  requir- 
ing an  original  margin  of  $2,400.  You 
need  more  money  to  start  with  and 
you  don't  get  the  same  degree  of  lever- 
age this  way,  but  you  do  get  to  sleep 


better  and  to  reduce  the  chances  cj 
your  fancy  profit  turning  into  a  loss  :. 
the  first  sign  of  a  hearty  sprinkle  i 
the  corn  belt. 

Now,  let's  see  what  happens  witj 
your  more  solidly  based  pyramic 
Corn  advances  to  $2.59  a  bushel 
which  provides  an  additional  $l,80i 
in  equity  and  lets  you  add  three  mor 
contracts.  Your  next  layer  could  b 
added  with  only  a  4-cent  move  ti 
$2.63  a  bushel.  The  top  may  be  put  oi 
this  pyramid  with  only  a  2-cent  mov 
to  $2.65  raising  the  average  cost  pe 
bushel  to  $2.57.  In  this  pyramid,  i 
corn  moves  to  $3.25  per  bushel, 
profit  of  $34,000  is  generated,  whicl 
is  "only"  a  1,400%  return  on  th 
original  margin.  Even  if  corn  drop 
back  to  $2.60  a  bushel,  this  pyrami 
still  yields  a  $1,500  profit  before  com 
missions,  instead  of  a  $12,000  loss  a 
I  in  the  first  case. 

The  moral  of  this  story  is  that  if  yoi 
wish  to  pyramid  in  commodities 
build  them  as  the  Egyptians  did. 


Cattle  buildup 

Rapidly  escalating  beef  prices  havB 
cut  retail  demand  sharply.  This  i  I 
turn  has  reduced  daily  slaughter,  cau^R 
ing  the  number  of  mature  animals  o:B 
feedlots  to  increase.  This  buildup  canll 
not  go  on  indefinitely,  and  wheif! 
these  animals  come  to  market,  it  wilB 
put  more  pressure  on  the  nearby  corB 
tracts  than  on  the  distant  ones.  I  su^H 
gest  buying  December  cattle  whilB 
selling  August  cattle,  with  the  AugusB 
carrying  at  least  a  160-point  premiurB 
to  the  December.  I  would  risk  nT 
|  more  than  50  points  on  this  spread,  mr 


Two  ways  about  it 


With  each  1  -cent  change  in  the  price  of  corn  producing  a  $50 
change  in  equity  per  contract,  pyramiding  is  a  tempting  game. 
But  there  is  a  wrong  way: 

Price  per  Margin       Average  price       If  the  price  Profit 

bushel  Contracts  required        per  bushel  moves  to  (lossl 


$2.94 
2.86 
2.74 
2.50 


$2.65 
2.63 
2.59 
2.50 


m 


$6,000 
3,600 
1,800 
600 


$2.84 
2.76 
2.66 


$3.25 
2.75 
2.60 


$20,500 
(4,500) 
(12,0001 


Inverted  pyramids  topple  easily  because  most  of  the  contracts 
are  bought  at  higher  prices.  This  strategy  leads  to  a  high 
average  price  for  the  entire  trade.  But  there  is  a  right  way: 


$6,000 
5,400 
4,200 
2,400 


$2.57 
2.56 
2.54 


$3.25 
2.75 
2.60 


$34,000 
9,000 
1,500 


Stable  pyramids  can  withstand  substantial  adverse  moves  be- 
cause most  of  the  contracts  are  bought  at  lower  prices.  This 
strategy  leads  to  a  low  average  price  for  the  entire  trade. 
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"It  is  not  in  my  nature  to  give  interviews" 

The  only  private  interview  that  Leonid  Brezhnev  ever  gave  to 
American  journalists,  he  gave  to  TIME  Magazine.  "Given 
the  importance  of  the  relations  between  our  two  countries," 
he  said,  "and  the  solid  reputation  of  your  magazine,  1 
decided  to  take  advantage  of  your  request  to  answer  TIME'S 
questions. " 

An  apt  demonstration  of  one  of  TIME'S  most  extraor- 
dinary attributes:  the  ability,  through  such  exclusive  inter- 
views as  those  with  Soviet  Party  Chief  Brezhnev  and  China's 
Vice  Premier  Deng,  to  present  aspects  of  the  news  not  avail- 
able anywhere  else. 

And  it  demonstrates,  also,  TIME'S  authority  and  leader- 
ship—as newspapers  around  the  world  quoted  excerpts  of  the 
conversation;  as  statesmen  and  readers  scanned  the  columns 
of  TIME  for  new  insights  into  the  Soviet  leader.  Above  all,  it 
demonstrates  TIME'S  unmatched  editorial  quality. 

Another  reason  why  TIME  has  earned  more  loyal  readers, 
by  far,  around  the  world  than  any  other  single  news  source. 

The  most  colorful  coverage  of  the  week. 

©Time  Inc.  1979.  All  Rights  Reserved 
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Pioneer  Western  46 

RCA  48 

Rival  Manufacturing  84 

Santa  Fe  Intl  165 

Sears,  Roebuck  2,  42,  165 

SmithKhne  165 

Starrett  Housing  21 

Superior  Oil  43 

TAMSA  80 

Tandy  162 

Texas  Instruments  162 

Tokheim  80 

Union  Camp  45 

United  Financial  Corp  82 

United  Parcel  Service  47 

U.S.  Steel  149 

Walt  Disney  165 

Washington  Mutual  Investors  Fund  96 

Western  Union  48 

Whitney  Natl  Bank  153 

Winn-Dixie  Stores  '  161 


Do  you  know  anyb 
who  is  somebody 

in  business 
who  does  not  read 
Forbes  Magazine? 

Forbes: 
CapitalistTbol 


!S(  JUNE  11,  1979 


169 


Forbes 


(  Massif  ied/ur 


1979 


ART 


ANTIQUES  WANTED 


DIAMONDS 


ART- 


RESTORATIONS 

We  repair,  clean  &  restore 
paintings  <$  objects  d  art. 
lART  RESTORATION  INSTITUTE 
■  13  West  36th  St.,  New  York  10018 
^byappointmentM2^^7^073^ 


NETSUKE 

Collector  wishes  to  buy  netsuke 
collection  or  single  pieces,  and 
will  pay  instant  cash.  Please  call 
212/245-5500,     Extension  26, 
weekdays,  or  516/487-3523  eve- 
nings or  weekends,  or  write- 
Post  Office  Box  5186 
FDR  Station 
New  York,  New  York  10022 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking  for 
representatives,  the  firm's  product  line 
and  territorus  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


GOLF 


•IRON  DRIVER* 


•  This  Is  not  a  n  iron 

•  New  method  of  teeing 
off  helps  eliminate 
hooking,  slicing, 
topping,  etc 

•  Send  for  free  brochure 
explaining  risk  free  trial 

PRACTICAL  GOLFERS  AID,  INC. 

66  Prospect  St.,  Manchester,  h.H.  031M 


V 


DIAMONDS 
Why  are  ours  cheaper 
than  anyone  else's? 

We  can  prove  a  small  owner-operated 
store,  minimum  overhead,  allows  sales 
on  GIA  Certified  Diamonds  well  un- 
der any  competition  Call  &  compare. 
1  ct.  F/IF  $10,500-$  11,500 
(714)  494-6683 
DAN  MILLER  JEWELRY 
Laguna  Beach,  CA  92651 


EXECUTIVE  EDUCATION 

COLLEGE  DEGREES 

FOR  LIFE  &  WORK  EXPERIENCES 

It  is  now  possible  to  earn  a  Bachelors, 
Masters,  Doctoral  Degree  by  receiv- 
ing credit  for  Life  &  Work  Experi- 
ences. Free  information,  write  World 
Wide  Consultants,  Dept.  EB-6,  Suite 
675,  150  South  Los  Robles,  Pasadena, 
CA  91101. 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$18.65.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $261.10.  FORBES  will  typeset  without  charge. 

DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$18.30.  Minimum  size  for  display  is  two  inches  (28 
agate  lines)  costing  $512.40.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 

FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month  pre- 
ceding date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2371 


REAL  ESTATE 


MONTANA 
FARMS  &  RANCHES 

We  are  currently  offering  3  ma 
Montana  agricultural  properties  in 
Yellowstone  River  Valley  near  13 
ings.  These  operations  are  priced  fr 
$1,350,000  to  $4,050,000  with  excell 
management  available.  Current  r 
jectcd  returns  are  in  excess  of  10 
These  are  considered  very  high  qua 
investment  opportunities. 
Call  or  write  for  complete  brochi 

HALL  AND  HALL,  IN< 

Box  1924,  Billings,  MT  59103 
406-252-2155 

FREE  CATALOG 

Big,  Free  Summer  1979  Catalog 
scribes  and  pictures  more  than  2, 
farms,  ranches,  acreages,  recreatic 
properties,  businesses,  town 
country  homes  in  41  states  coast 
coast!  Please  specify  type  and  Ic 
tion  preferred. 

UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  Mo.  64112 

FOR  SALE 
18,900  ACRE  FARM 
IN  TEXAS,  U.S.A. 

Completely  developed,  and  irrigat 
Lease  back  from  strong  seller  or  f£ 
management  program  available.  Br 
er  participation  invited.  $13,000, 
Contact:  Mike  Justice  &  Associs 
Box  501,  Dalhart,  Texas,  U.S.A.  19 
Phone:  (806)  249-4000  or  249-212 

MINNESOTA  IRRIGATED  FAH 

1652  irrigated  acres,  center  piv 
abundance  of  water,  has  produ 
large  potato  crop,  includes  new  8 
refrigerated  warehouse,  office  bu 
ing,  70  ft  platform  scale,  2  homeste; 
priced  at  $3,250,000  large  assums 
mortgage  or  will  trade  equity. 

Jack  Chivers — Calhoun  Realty 
Detroit  Lakes.  Minnesota  56501 
(218)  847-9865 


FAST  FACTS  ABOUT 
FORBES  SUBSCRIBEF 

★  Total  paid  circulation 
670,000 

★  306,000  are  in  top 
management  positior 

★  1 84,000  serve  on  theii 
companies'  board  of 
directors 

★  150,000  serve  on 
boards  of  companies 
other  than  their  own 

★  619,700  own  stock. 
Average  holdings: 
$232,000 

★  Average  household 
income:  $52,600 

★  Average  net  worth: 
$533,600 


Forbes 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


"TOP  20" 
INTEREST  RATE 
SURVEY 

CONCISE  COMPARISON 
OF  HIGHEST  AVAILABLE 

MONEY  MKT. 
INSTRUMENT  RETURNS 

IN  N.  AMERICA 
T-BILL-CDs-MMCs-GICs 
30  DAY  TO  5  YR  TERMS 
CURRENT  AVAILABILITY 
13.04%  AV.  ANN.  YIELD 
5  YEAR  PLACEMENT 
MIN.  DEP.  $1,000 

NORTHSTAR 

524  CHARLES  ST. 
E.  LANSING,  MICH  48823 
(517)  337-2331 


AUTOMOBILES 


'79  Cadillacs  Cost  Less 
In  Detroit 

Dalgleish  Cadillac  has  the  lowest 
sticker  prices  in  the  USA 
Buy  your  new  1979  Cadillac 
in  Detroit  from  Dalgleish, 
he  closest  dealer  to  the  Cadillac  factory 
Before  you  buy  any  Cadillac, 
anywhere,  anytime,  call  or  see: 

DALGLEISH 
CADILLAC 

6160  Cass  Ave.,  Detroit  48202 
near  the  G.M.  G  Fisher  Bldgs. 
"Michigan's  Largest  Cadillac  Dealer" 
Phone  (313)875-0300 

Call  Tom  Hodge  or 
Ted  Keating 


VE  HUNDREDS— EVEN  THOU- 
NDS  on  Alfa,  Audi,  BMW,  Fer- 
i,  Jaguar,  Mercedes,  Porsche,  even 
lis  Royce.  Write  us,  or  phone  to 
fain  important  details.  All  quotes 
en  in  writing  only.  Master  and  Visa 
arges  accepted  for  deposits  and 
stations.  ALL  cars  come  with  full 
tory  warranty.  EURO-AMERI- 
N    COLLECTOR    CARS  INC., 

5019  McKinney.  Suite  105 
Dallas,  TX  75205;  800-527-7330 
or214/521-1615 


kVE  $$$$  ON  NEW  1979  CARS 

at  Detroit  prices — save  on  freight. 
Full  factory  warranty.  Call  toll 
(800)  521-7257  for  computer  print- 
price,  or  mail  make  &  model  to: 

BONDED  BROKERS 

2547-S  Monroe  Illvd 
Dearborn.  Michigan  48124 
i)  565-5577.  Specializing  in  Lincoln, 
'cury.  Ford  &  other  "Big  3"  makes. 


EMPLOYMENT 
OPPORTUNITIES 


MONEY  BROKER 

Excellent  Opportunity 
Sales  management. 
Call  Mr.  Green 
Irwentieth  Century  Finance 

loll  Free  i -800-82 1 -2658 


Classified 
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BUSINESS  OPPORTUNITIES 


MINUTEMAN 
PRESS 

Full  Service  Printing  Centers 

No  Experience  Necessary 
Complete  Training  Turn-Key  Operations 
Everything  Needed 
To  Go  Into  Business  For  Yourself 
Our  Program  Is  Technically 
Supported  By  The 

~*rn      3M  Co  And  631 

41 1 J      Addressograph  j^M 
Mulligraph  Corp. 

Idea!  For  Individuals,  Partnerships  or  Families 


T^B    L  rWtSi  J  call  Mr.  Forest 

«■    v  Toll  Free 

V  800-6459806 

<^§  in  N  Y.  (516)  249  1370 

Minuteman  Press  International 

1640  New  Highway  Dept.  IE 
Farmingdale,  NY  11735 


WIN  BIG  OIL  MONEY 


The  U  S  Gov!  sponsors  a  little 
known  Oil  &  Gas  lease  drawing 
each  month  AS25taxdeductible 
fee  can  bring  you  as  much  as 
S 50.000  00  immediately  PLUS 
future  royalties  If  you  are  21 
and  a  U  S  citizen,  you  have  the 
rtght  to  compete  with  the  large 
oil  companies  on  a  one  to  one 
basis  for  this  "valuable  federal 
land 

*  We  give  you  thai  extra  edge  with 
Professional  Geological  Advice 
For  additional  information .  write 

OIL  &  GAS  CORP  OF  COLORADO 

Dept  101     1600  Broadway  Suite  1685 

Denver  Colorado  80202 
OR  CALL  COLLECT  (3031  861  7117 

NOT  Af'lUATCD  WITH  THE  US  GOV  T 


s—FREE!  HOW  TO 
MAKE  A  KILLING 
IN  CLOSEOUTS! 

Strike  it  rich  buying,  selling,  trading  fast- 
cash  discards  Secret  angle  also  gives  you 
new  car.  color  TV,  jewelry  practically  FREE. 
Send  tor  revealing   Insider's  Folio." 

CLOSEOTT  REPORT 

15  W.  38th  St.,  Dept.  R-81 
.  New  York,  N.Y.  10018 


FOR  SALE 
IN  TEXAS 

12  PRODUCING  OIL  WELLS 
1  SALT  WATER  DISPOSAL 
30-60  BARRELS  PER  DAY 
REPLY:  Box  A164  FORBES 

60  Fifth  Ave.,  N.Y.,  N.Y.  10011 


Forbes: 
Capitalist 
Tool 


BUSINESS  OPPORTUNITIES 


INDUSTRIAL 
MANUFACTURING  LICENSE 

24  licensees  now  exist  interna- 
tionally. We  seek  only  qualified 
applicants  who  enjoy  the  allure 
of  manufacturing.  Virtually 
competition-free  business  secured 
by  machinery,  training  and  long 
term  support.  Investment  of 
$137,500  with  financing  avail- 
able. Company  scrutiny  is  con- 
siderable and  very  much  in 
depth.  We  are  also  seeking  mas- 
ter licensees  for  foreign  coun- 
tries. 

Call  or  write,  Mr.  Faircloth 
North  American  Carbide  Corp. 

2950  So.  Umatilla 
Englewood,  CO  801 10 
1-800-525-9496 


"SUPER  SHOP" 
The  Super  Tool  of 
Multi-Purpose  Power  Tools . . . 

Is  now  seeking  top-notch  dealers  and 
distributors:  Basically  7  power  tools 
in  one  (tablesaw,  drill  press,  boring 
tool,  router,  shaper,  lathe  &  disc  San- 
der). The  Super  Shop  can  be  up  to  15 
tools  in  1  with  accessories  for  both 
wood  and  metal.  No  royalties  or  fran- 
chise fees.  Minimum  investment.  Fan- 
tastic profit  potential.  For  informa- 
tion call  toll  free  1-800-328-6153,  ext. 
205  or  write  Fox  Industries,  11000 
Hampshire  Ave.  S.,  Mpls..  MN  55438. 


BOTTLED  WATER 
COMPANIES  AVAILABLE 

Three  fast-growing,  separate 
and  independent  bottled  water 
companies  in  various  U.S.  lo- 
cations available  for  acquisi- 
tion. Sales  of  each  company 
range  from  $2-5  million.  All  are 
profitable.  Box  AI63  FORBES, 
60  5th  Ave.,  N.Y.,  N.Y.  10011. 


BIG  OIL  MONEY 

PLUS  TAX  BENEFITS 


A  $25  (Tax  Oeduclible)  tee  could 
no  you  as  much  as  S75.000  immed- 
iately plus  future  payments  Wnre 
Dept.  FF  or  call  loll  free 
1(800)528-6050.  Ext  321 

F  MIL  LI  GAN.  INC  Drawer  3408.  Boulder.  CO  80307 


BOOKSTORE 

Start-up  and  on-going  services,  inven- 
tory, fixtures,  site  assistance  and  train- 
ing. Approximately  $40,000  equity  cap- 
ital needed.  Over  120  stores  VT  to  CA. 
LITTLE  PROFESSOR 
BOOK  CENTERS,  INC. 
33219  Capitol,  Livonia.  MI  48150 
(800)  521-9802 
In  Michigan,  313-525-1500 


FORBES  BINDERS 


SLIP  CASES 

for  a  year  of  Forbes  magazines  in 
red  and  black  simulated  leather. 
Send  $4.95  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  Pa.  19141 
(for  3  slip  cases,  send  only  $14) 


REACH  THE  AFFLUENT  IN  FORBES  CLASSIFIED 

One  out  of  every  13  FORBES  subscribers  is  a  millionaire 


BUSINESS  OPPORTUNITIES 


FEEL  LIKE  YOU'RE  JUST 
MARKING  TIME  IN  A 
DEAD-END  JOB? 

Are  you  as  successful  as  you 
want  to  be?  Do  you  love  your 
work?  Find  out  about  a  Gen- 
eral Business  Services  business 
counseling  franchise.  For  a 
$15,000  franchise  fee,  we'll 
give  you  all  the  training  you 
need  to  start  your  own  coun- 
seling business. 

If  you  qualify,  you  can  get  a 
GBS  franchise  in  almost  any 
city,  large  or  small. 

Sound  like  the  break  you've 
been  waiting  for?  Call  or  write 
for  more  information  today: 
Mr.  Robert  Turner,  V.P. 
Field  Development 
Department  F-N-6 
General  Business  Services,  Inc. 
The  GBS  Building 
51  Monroe  Street 
Rockville,  MD  20850 
Or  call  toll-free: 
(800)  821-7700,  ext.  830 


WIN  OIL  RIGHTSI 


Tax  deductible  filing  lee  of  $25  00  puts 
you  in  line  to  win  an  oil  lease  with 
possible  value  up  to  $100,000.  It's  a 
lottery  run  by  an  agency  of  the  U.S. 
Gov't.  Open  to  all  U.S.  citizens  21  years 
and  older.  For  free  information  write: 

STRATA  SEARCH,  INC.  DEPT.  MR 
P.O.  BOX  21186 
DENVER,  COLORADO  80221 

OR  CALL  TOLL  FREE: 
1-800-327-9191  EXT.  460 


PROFITABLE  FAMILY 

CAMPGROUND 
in  NEW  HAMPSHIRE 

Year-round  business  with  excellent  po- 
tential, bordering  scenic  river,  near 
major  ski  areas.  Year  round  residence, 
store,  rec  hall,  workshop. 

NEIL  &  JUDY  BRUSSARD 

Route  10.  Newport,  N.H.  03773 
(603)  863-4030 


USE  TAX  DOLLARS 
FOR  FUN  AND  PROFIT 

File  each  month  on  highly  valuable 
federal  oil  leases.  Twenty  dollar  fee  is 
tax  deductible.  Large  profit  and  long 
term  income  potential. 

OIL  LEASE  ASSOCIATES 

Box  9067,  Dept.  F-l 
Casper,  Wyoming  82609 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A 162  Forbes 
60  Fifth  Avenue 

New  York,  NY  10011 


Be  temperate  in  your  work,  but 
don't  carry  the  practice 
over  into  your  leisure  hours. 
Monty  Wool, i  i  "i 


The  great  secret  is  not  having 
bad  manners  or  good  manners 
or  any  other  particular  sort 
of  manners,  but  having  the  same 
manners  for  all  human  souls. 
Ge«  >rge  Bern  \kd  Shaw 


A  man's  worst  difficulties 
begin  when  he  is  able  to 
do  what  he  likes. 
Tiiom  VS  Him  1.1 


The  true  craftsman  has  a  light 
in  his  eye  that  money  can't  buy. 
Hal  Stebbins 


For  every  talent  that 
poverty  has  stimulated 
it  has  blighted  a  hundred. 
John  W.  Gardner 


A  Text . . . 

Wealth  gotten  by  vanity 
shall  be  diminished:  but 
he  that  gathereth  by 
labor  shall  increase. 
Proverbs  13:11 


Sent  in  bv  lohn  Howard,  Leadville,  Colo. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


I  became  a  writer  because 
during  several  of  the  most 
important  years  of  my  life, 
writing  seemed  to  me  to  be 
the  most  unreal,  unattractive, 
and  unnecessary  idea  ever 
imposed  upon  the  human  race. 
William  S  VROYAN 


It  is  always  pleasant  to  be 
urged  to  do  something  on  the 
ground  that  one  can  do  it  well. 
George  Santa yana 


Thoughts 

on  the  Business  of  I  Jfe 


Whether  our  work  be  pleasant 
or  unpleasant  depends  less  upon 
the  work  itself— provided  it  be 
honest— than  upon  our  attitude 
toward  it  Let  us  strive  to 
regard  our  work'  as  our  best  friend 
in  the  whole  wide  world,  and 
the  chances  are  that  our  work 
will  become  friendly  to  us 
The  ivorher  whose  heart  is  in 
his  pay  envelope  is  little 
likely  ever  to  become  a  filler 
of  pay  envelopes  for  others 
It  isn't  our  position,  but  our 
disposition  toward  (im- 
position that  counts 
B.C.  F<  >RBES 


I  ought  to  consider  my  job 
a  blessing — not  a  curse. 
Theodore  Huggenvik 


Money  as  money  is  nothing. 
H.L.  Hunt 


Whatever  your  work  is,  dignify  it 
with  your  best  thought  and  effort. 
Es  i  her  Baldw  in  York 


Thank  God  every  morning  when 
you  get  up  that  you  have 
something  to  do  which  must  be 
done,  whether  you  like  it  or  not. 
Being  forced  to  work,  and  forced  to 
do  your  best,  will  breed  in  you 
temperance,  self-control,  diligence, 
strength  of  will,  content,  and  a 
hundred  other  virtues  which  the 
idle  never  know. 

ClI  \RLES  KlNGSLl  \ 


More  than  3,000  "Thoughts,''  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue.  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


We  must  find  our  duties  in  ^hat 
comes  to  us,  not  in  what  we 
imagine  might  have  been. 
George  Elioi 


Great  strides  in  human  progress 
are  being  made  by  men  who  delve 
deeply  into  the  imagination, 
then  through  the  medium  of  hard 
work,  bring  fancy  into  reality. 
Robert  Pati  erson 


Doing  what  you  like  is  freedom. 
Liking  what  you  do  is  happiness. 
Frank  Tycer 


The  darkest  hour  of  a  man's  life- 
is  when  he  sits  down  to  plan  how 
to  get  money  without  earning  it. 
Horace  Greeley 


Work  and  acquire,  and  thou  hast 
chained  the  wheel  of  chance. 
Ralph  Waldo  Emerson 


He  that  never  labors  may 
know  the  pains  of  idleness, 
but  not  the  pleasures. 
Samuel  Johnson 


Employ  thy  time  well  if  thou 
meanest  to  gain  leisure. 
Benjamin  Franklin 


When  people  are  against  profits, 
they're  against  business;  when 
they're  against  business,  they're 
against  employment;  when  they're 
against  employment,  it's  not 
surprising  that  a  large  number 
of  them  are  unemployed. 
Richard  J.  Needham 


In  the  general  course  of 
human  nature,  a  power  over 
a  man's  subsistence  amounts 
to  a  power  over  his  will. 
Alexander  Hamilton 


The  trouble  with  today's 
work-less  philosophies  is 
that  they  don't  work. 
Arnold  Glas<  >w 
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When  you  really  get  it  all  together. 


c 


SEE  EVERY  BEAT  OF  YOUR  HEART. 


Checking  your  heart  rate  is 
now  as  easy  as  grasping  a  glass  of 
orange  juice,  thanks  to  the  remark- 
able Insta-Pulse™  heart  rate 
monitor  from  Biosig,  Inc. 

When  held  in  your  hands,  it 
reads  your  heart  rate  function  from 
the  tiny  electrical  impulses  in  your 
finger  tips.  Insta-Pulse  works  on  the 
same  principle  as  a  hospital  elec- 
trocardiograph (EKG).  Yet  it  weighs 
a  mere  10  ounces,  measures  11 "  X 
IV2  "  and  is  fully  portable.  It  runs  for 
up  to  one  full  year  (over  100,000 
readings)  on  a  single  9-volt  battery. 

No  waiting  required. 

Once  Insta-Pulse  is  in  your 
hands,  its  microcomputer  chip 
begins  to  monitor  every  heart 
muscle  contraction.  And  instan- 
taneously translates  that  into  heart- 
beats per  minute — showing  it  with 

bright,  always  changing  LED 
display. 

(Flash)  D'iS  (beats  per 
minute)  .  .  . 

(Flash)  IJ18  (beats  per 
minute)  .  .  . 

(Flash)  Ql'-t  (beats  per 
minute)  .  .  .  and  so  on. 

As  long  as  its  nickel  hand  grips 
are  between  your  fingers, 
pulse  data  continues;  put 
Insta-Pulse  down,  and  it 
turns  itself  off  auto- 
matically. 


Watch  both  heartbeats 
and  heart  rate  patterns. 

You're  free  to  monitor  your 
heart  rate  anywhere  with  Insta- 
Pulse.  During  a  workout  or  after 
one.  At  home,  at  the  gym  or  on 
the  track. 

Instantly,  you  will  see  how  the 
most  critical  organ  of  your  body 
responds  to  exertion.  And  how  long 
it  takes  to  return  to  its  normal 
at-rest  rate. 

This  picture  of  your  heart  recov- 
ering from  activity  is  something  you 
can  never  get  with  conventional 
pulse  readings. 

In  seconds  you  can  also  see 
the  effects  of  psychological  stress, 
overeating,  alcohol,  caffeine  and 
cigarettes.  You'll  learn  just  how 
valuable  to  your  heart  a  short  nap 
can  be.  Or  check  the  benefits  of  a 
morning's  meditation.  Here,  too, 
is  an  excellent  tool  for  use  in  bio- 
feedback work;  with  practice,  you 
can  actually  develop  the  ability  to 
alter  your  heart  rate — at  will. 

Not  a  toy.  Not  a  toy's  price. 

The  cost  of  Insta-Pulse  through 
The  Sharper  Image  is  $149.00.  It's 
not  the  only  heart  rate  monitor 
available  to  you  for  about 
that  price.  However, 
others 


with  their  cumbersome  clips  and 
wires  do  not  provide  the  accuracy 
of  Insta-Pulse,  the  world's  first 
instant  heart  rate  monitor. 

And  it's  shock  resistant  as  well. 
Insta-Pulse  contains  no  moving 
parts,  is  100%  solid  state  and  its 
circuitry  is  shielded  from  damage 
by  a  thick,  clear  lucite  shell.  A 
hand  lanyard  provides  additional 
security.  The  battery  is  included. 

Insta-Pulse  comes  with  a  ninety- 
day  warranty  from  its  manufac- 
turer, and  the  Sharper  Image's  own 
guarantee  of  satisfaction:  if  you  are 
not  completely  delighted  with  it, 
send  it  back  within  two  weeks  for 
a  full  refund. 

Order  an  Insta-Pulse  now,  and 
watch  your  heart  function  as  you 
never  could  before. 

ORDER  TOLL-FREE 

Credit  card  holders  may  use 
our  toll-free  ordering  number, 
below.  Or  send  check  for  $149.00 
plus  $2.50  delivery.  Add  $8.94  tax 
in  California. 

Ask  for  Operator  25  I 

(800)  824-7888 

In  California: 
(800)  852-7777 

Alaska,  Hawaii  (800)  824-7919 


THE  SHARPER  IMAGE 

260  California  Street  Dept.  27 
San  Francisco,  CA  94111 

©The  Sharper  Image 
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Now  any  size  office 
can  afford 
great-looking  copies 


Introducing 
the  $1895  desk-top 
by  Pitney  Bowes. 


Until  recently,  office  copiers  that  produced  top-quality 
results  have  been  priced  beyond  the  means  of  most  small 
businesses.  But  now  Pitney  Bowes  has  come  up  with  a  fast,  depend- 
able, inexpensive  machine  that  delivers  crisp,  snappy   

res u  Its  -  c o py  afte r  co py. 

The  new  458  dry tone  copier  is  engineered  simply 
for  unbeatable  reliability  and  economy.  It  omits  costly, 
temperamental  built-ins  that  lower-volume  users  don't 
need.  Since  you  don't  buy  frills,  you  don't  pay  to  keep 
them  working.  And  you  save  from  less  down  time- 
often  the  greatest  economy  of  all. 

Finally,  the  458  copier  is  designed  to  make  life 
easier  for  everybody  who  uses  it.  Convenient,  flexible, 
simple  to  maintain  and  service. 

For  a  free  demonstration  in  your  own  office,  just 
send  us  the  completed  coupon.  It's  a  show  you  can't 
afford  to  miss. 


To:  Pitney  Bowes, 

1 793  Crosby  St. ,  Stamford,  Conn.  06904 

Please  contact  me  to  arrange  a  free  demon- 
stration in  my  office  of  the  new  458  Copier 

Name  

Title  

Company  

Street  

City  

State  

Phone  


Zip 


if=  Pitney  Bowes 


For  full  information,  call  toll  free  any  time,  800-243-5000  (in  Connecticut  1-800-882-5577) 
Postage  Meters,  Mailing  Systems,  Copiers,  Labeling  and  Price  Marking  Systems,  GSA  Contract  No  :  GS-00S-45138 
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Bob  Sterenson 


Numbers  man 

Our  subject  is  32  years  old,  stands  6  feet 
1  inch,  weighs  200  pounds  (when  he's 
behaving  himself),  spends  exactly  1  hour 
and  10  minutes  on  a  commuter  bus  com- 
ing to  work  in  the  morning  and  1  hour 
and  5  minutes  going  home  in  the  eve- 
ning, wears  12D  shoes  and  would  take  a 
size  7Va  (long  oval)  hat,  if  he  wore  one.  So 
much  for  some  statistics  on  Bob  Steren- 
son, who  has  headed  Forbf:s'  statistical 
department  for  the  past  five  years. 

Sterenson  is  meticulous,  of  course;  it 
goes  with  the  territory.  But  more  re- 
markable is  his  calm  as  he  goes  about 
filling  large  orders  in  a  short  time  under 
the  pressure  of  unyielding  deadlines. 

The  forest 
and  the  trees 

Executive  Editor  Jim  Cook  has,  over  the 
years,  done  a  fair  number  of  major  stories 
for  Forbes  on  multinational  oil  and  min- 
ing companies  (Anaconda,  Amax,  Texa- 
co, Rio  Tinto  Zinc),  on  multinational 
manufacturers  (Ford  of  Europe,  Volkswa- 
gen and  International  Harvester),  and 
still  others  on  developing  countries  from 
the  Caribbean  to  the  South  Pacific  to  the 
Middle  East.  He  also  did  one  of  the  first 
important  surveys  of  the  increasing  for- 
eign investment  in  the  U.S.  So  it  was 
only  natural  that  Cook  should  be  the  one 
to  handle  our  cover  story  on  the  future  of 
the  multinationals  (seep  49). 

Even  with  that  background,  Cook 
says,  it  was  difficult  settling  on  where  to 
start.  He  went  through  much  of  the  vast 
literature  on  the  subject  that's  grown  up 


Sterenson  met  his  first  computer 
Brooklyn  College,  where  he  was  an  ecc 
nomics  major  (class  of  1967).  It  wasn 
exactly  love  at  first  sight,  he  recalls,  bu 
the  relationship  seems  permanent.  It  i 
about  to  get  deeper,  too.  Sterenson  ha 
just  been  promoted  to  a  new  post.  He 
now  the  magazine's  manager  of  infoi 
mation  services,  with  both  the  statist: 
cal  department  and  the  library  under  hi 
care,  and  he  will  direct  our  further  e> 
plorations  in  information  retrieval  an 
processing. 

Sterenson 's  successor  as  statistical  ed: 
tor  is  Don  Popp,  an  18-year  Forbks  vetei 
an.  The  tables  in  this  issue  tracking  th 
world's  largest  multinational  corpora 
tions  (seep  56ff  )  were  Don's. 

over  the  past  decade.  Then,  with  Repori 
er-Researcher  Ayako  Doi,  he  moved  o: 
to  academicians  and  people  in  govern 
ment  and  at  the  U.N.  and  then  to  th 
corporations  to  see  what  was  actuall 
going  on  at  the  front  lines. 

"You  get  to  see  both  the  forest  and  th 
trees,"  he  says,  "and  so  get  a  better  ide 
of  what's  really  there.  I  didn't  end  up  a 
quite  the  place  I  expected  to.  I  started  ou 
thinking  that  the  positions  of  the  U.S 
and  foreign  multinationals  had  reverse 
themselves,  that  what  had  made  foreigi 
investment  attractive  for  U.S.  compa 
nies  in  the  Fifties  and  Sixties  now  mad 
the  U.S.  attractive  for  foreign  multina 
tionals.  At  the  same  time,  I  thought  for 
eign  investment  had  become  less  attrac 
tive  to  U.S.  companies." 

Well,  it  didn't  turn  out  quite  that  way 
as  the  story  makes  clear. 
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XIII  Olympic  Winter  Games. 
We're  Proud  to  Help. 


The  lonely  flight  of  a  ski  jumper, 
carved  forever  in  a  lead-grey  sky; 
a  tiny  woman,  from  an  unknown  village, 
who  challenges  the  sheer  face  of  a 
mountain  on  chattering  skis; 
the  hiss  of  sharp  steel  as  10  strong  men 
move  down  the  ice  in  unison. 

In  these  frozen  moments,  we  see 


intense  dedication,  teamwork,  and  the 
pursuit  of  excellence  —  the  very  qualities 
we  have  brought  to  the  insurance 
business  since  1887. 

We're  proud  of  our  history  as  America's 
first  liability  insurance  company,  and  proud 
indeed  to  be  the  official  insurance  sponsor 
of  the  1980  Olympic  Winter  Games. 


A 


merican 
Mutual 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  0 1 880 

U^s  THE  OFFICIAL  INSURANCE  SPONSOR  OF 
THE  I9BO  OLYMPIC  WINTER  GAMES 


PROTECTION 
CONTROL. 


How  Honeywell  helped  PC  A  International  replace 
several  fire  and  security  systems  with  one. 
For  protection  they  won't  outgrow. 


PCA  International,  the  leader  in 
color  portrait  photography,  is  a 
company  growing  fast.  So  fast, 
in  fact,  that  their  original, 
fixed-design  protection  systems 
couldn't  keep  pace.  What's 
more,  further  expansion  was 
already  under  way  at  their 
Matthews,  North  Carolina, 
facility. 

The  answer:  replace  several 
systems  with  a  Honeywell  total 
protection  system.  Today,  this 
one  proprietary  system  does 
the  whole  job— monitoring  fire 
and  smoke  detectors,  intrusion 
alarms,  guard  patrol  tours  and 
card-controlled  door  access— for 
two  buildings  totalling  213,000 
square  feet.  And  there's 
capacity  to  spare  for  some  10  or 
more  buildings  to  come. 

Your  needs  are  growing,  too. 

You  may  or  may  not  be 
expanding  as  PCA  is.  But  if 
you  own  a  building  today,  your 
fire  and  security  needs  can  still 
outgrow  the  systems  you  rely 
on.  Your  building  and  its 
contents  are  worth  more,  and 
life  safety  concerns  are 
mounting.  Even  if  you  haven't 
grown  physically,  you  may  be 
seriously  underprotected. 

Let's  face  it,  you  have  a  lot 
to  guard  against:  fire,  theft, 
vandalism,  intrusion, 


mechanical  failures  and  lots 
more.  You're  paying  more  for 
protection,  too.  More  for 
manpower.  More  for  insurance. 
More  to  meet  stricter  building 
codes.  What  you  need  is  a 
better  way  to  guard  your 
building,  its  contents  and  its 
people— and  to  control  risk 
management  costs. 

That's  where  Honeywell  can 
help  you  out. 

One  total  system, 
tailored  for  you. 

The  sensible,  cost-effective 
solution  is  one  integrated 
fire-and-security  system.  The 
Honeywell  total  protection 
system.  No  more  patchwork  of 
single-purpose  devices.  No 
more  wasteful  overlaps, 
unforeseen  gaps  or 
maintenance  headaches. 

What  are  your  protection 
needs?  Well  custom-design  a 
system  just  for  your  building, 
choosing  from  the  full  range  of 
state-of-the-art  protection 
equipment.  To  keep  costs 
down,  you  need  buy  only  what 
you  require  today.  It's  easy  and 


economical  to  add  what  you 
may  need  tomorrow. 

Protection,  plus  savings. 

Along  with  better  protection 
come  built-in  savings. 
Manpower  savings.  Insurance 
savings.  Reduced  risks. 
Avoided  losses.  Even  energy 
savings,  using  the  same  basic 
system.  They're  savings  that 
add  up  to  a  fast  payback  for 
your  Honeywell  protection 
system  investment. 

One  system, 
one  reliable  source. 

Honeywell's  trained 
specialists  will  help  you  with 
system  design,  installation  and 
training  your  people.  And 
beyond  that  with  maintenance 
and  emergency  service  from 
your  nearby  Honeywell  office. 

If  that's  the  kind  of 
protection  you'd  like  for  your 
building,  write  us  now: 
Honeywell  Fire  and  Security 
Systems,  Commercial 
Construction  Division,  Dept. 
06014,  Honeywell  Plaza, 
Minneapolis,  MN  55408. 

From  the  most  complex 
computer  systems  to  the 
simplest  controls,  providing 
better  ways  to  help  you  control 
your  business  has  always  been 
our  business  at  Honeywell. 


Honeywell 
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Merger  of  the  year? 

The  board  of  Reliance  Electric  meets  in 
Cleveland  this  week  to  vote  on  the  head- 
iest tender  offer  of  the  year,  a  $1.17  bil- 
lion bid  from  Exxon  for  the  entire  com- 
pany. The  oil  giant  bid  $72  a  share  when 
Reliance  was  selling  just  above  $30,  a 
price  the  market  has  since  pushed  to 
around  $60.  By  all  odds,  that  irresistible- 
looking  offer  should  prove  just  that,  par- 
ticularly since  Washington's  trustbus- 
ters,  while  they  don't  like  the  merger, 
probably  can't  do  much  about  it.  Exxon 
wants  Reliance  to  exploit  its  "alternating 
current  synthesizer,"  a  device  to  allow 
electric  motors  to  vary  current  with 
work  load.  (Most  now  run  all  out  even 
when  full  power  is  not  needed.)  Close  to 
60%  of  Reliance's  business  is  motor-re- 
lated and  with  motors  in  the  l-to-200- 
horsepower  range  using  23%  of  all  U.S. 
electricity,  Exxon  grandly  predicted  that 
its  device  could  save  1  million  barrels  of 
oil  a  day  by  1990.  The  trustbusters  obvi- 
ously consider  that  hyperbole.  Assistant 
U.S.  Attorney  General  John  H.  Shene- 
field  says:  "You  have  to  be  a  little  cyni- 
cal," and  Alfred  Dougherty  Jr.,  who  runs 
the  FTC's  bureau  of  competition,  just 
laughs.  Justice  will  let  the  FTC  handle 
any  action,  presumably  because  the  lat- 
ter has  been  pressing  charges  against 
Exxon  and  seven  other  oil  majors  since 
1973  and  looked  into  a  Reliance  merger 
last  year.  The  FTC  prefers  giants  to  start 
small  in  new  fields,  as  Exxon  did  in  com- 
puters, facsimile  and  word-processing. 
Those  moves  put  Exxon  up  against  behe- 
moths like  Xerox  and  IBM;  this  would 
pit  it  against  the  likes  of  General  Electric 
and  Westinghouse  and,  by  getting  bil- 
lion-dollar Reliance,  move  it  into  the 
heavyweight  class  overnight.  One  hurdle 
could  be  Senator  Ted  Kennedy's  proposal 
to  rule  out  any  merger  of  this  size,  but  his 
bill  is  given  little  chance  of  getting  out  of 
committee,  much  less  Congress. 


The  budget  brigade  slows 

Even  boosters  of  the  idea  of  a  constitu- 
tional amendment  mandating  a  bal- 
anced federal  budget  have  about  given 
up  hope  for  this  year  of  getting  the 
required  34  states  to  approve  summon- 
ing a  national  convention.  Though  30 
states  have  voted  for  such  a  powwow 
(which  would  be  the  first  since  the 
Founding  Fathers  met  in  Philadelphia  in 
1787),  chances  of  getting  the  next  four 
look  slim  for  1979,  according  to  James 
Davidson,  chairman  of  the  National 
Taxpayers  Union,  a  leading  force  in  the 
drive  for  the  amendment.  Davidson 
now  thinks  it  may  take  until  next 
spring,  because  of  the  energetic  lobbying 


job  President  Carter  has  been  doing  on 
state  legislative  leaders.  Much,  if  not 
most,  of  the  support  for  the  balanced- 
budget  amendment  has  come  from  Re- 
publicans, and  among  Democratic  presi- 
dential hopefuls,  only  California's  Gov- 
ernor Jerry  Brown  is  pressing  the  idea 
(and  his  own  state  has  not  approved  it). 


Invasion  in  the  Gulf 

The  honeymoon  in  the  Gulf  of  Mexico 
for  U.S.  offshore  construction  and  pipe- 
laying  firms  is  over.  With  North  Sea  drill- 
ing slackening,  the  Europeans  who  have 
been  plying  those  waters  are  moving  full 
steam  into  the  Gulf,  which  expects  in 
1979  to  have  its  third  record  year  in  a 
row  for  new  drilling  and  production  rigs. 
The  new  competitors,  their  American 
rivals  claim,  are  bringing  in  heavy  barges 
designed  for  the  deeper  and  more  hazard- 


Offsfx>re  chilling  in  tfje  Gulf  of  Mexico 


Sow,  tough  competition  from  abroad. 

ous  North  Sea  and  pricing  them  at  or 
below  cost.  Muttering  about  advantages 
like  government  subsidy,  tax  loopholes 
and  illegal  alien  workers,  one  American 
operator  says  the  newcomers  are  "selling 
a  blunderbuss  for  the  price  of  a  flyswat- 
ter."  The  oil  companies  working  the 
Gulf,  however,  seem  to  like  the  flyswat- 
ter  prices.  Big  U.S.  firms  like  Brown  & 
Root  and  J.  Ray  McDermott  will  prob- 
ably not  suffer  but  the  smaller  ones  are 
feeling  the  strain.  The  consensus  along 
the  Gulf  is  that  when  drilling  picks  up 
speed  in  South  America,  Mexico  and 
Southeast  Asia,  the  big  European  off- 
shore builders  will  take  off  for  those 
deeper  and  more  profitable  waters.  That, 
however,  is  far  from  certain.  The  Europe- 
ans argue  that  their  newer,  bigger  equip- 
ment can  set  platforms  and  lay  pipe 
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quicker  and  more  cheaply  than  the  estab- 
lished, older  American  outfits.  And  one 
big  U.S.  subsidiary,  whose  French  parent 
ETPM-S.A.  is  the  third-largest  offshore 
construction  firm  in  the  world,  has  just 
finished  a  $14  million  fabrication  yard 
near  Corpus  Christi. 


Steelmen's  lament 

Though  their  furnaces  are  operating  full 
blast,  steelmakers  have  a  new  worry,  a 
serious  coke  shortage.  Tough  environ- 
mental rules,  steelmen  have  told  the  Sen- 
ate, cut  coke  production  from  more  than 
58  million  tons  a  year  in  1974  to  about  SO 
million  tons  at  present.  This,  they  said, 
has  forced  the  industry  to  import  coke  or 
to  melt  down  expensive  scrap  metal  (an- 
other key  ingredient  in  steel)  in  electric 
furnaces.  The  steelmakers  want  Wash- 
ington to  relax  the  environmental  rules 
to  allow  old  coke  ovens  to  remain  in  use. 
They  also  want  faster  writeoffs  on  pollu- 
tion-control equipment — as  much  as 
100%  in  one  year — and  more  flexibility 
generally  in  clean-air  regulations. 


Who  got  what? 

The  computers  in  the  Commerce  De- 
partment have  pumped  out  fresh  fuel  foi 
the  perennial  farmer-versus-consumei 
debate.  Per  capita  personal  income  rose 
11.2%  last  year,  the  department  says, 
and  the  farm  states  emerged  with  the 
best  percentages.  The  ten  states  with  the 
largest  increases  were  Arizona,  Idaho 
Iowa,  Mississippi,  Montana,  Nevada 
North  Dakota,  South  Dakota,  Texas  anc 
Wyoming.  The  ten  with  the  smallesl 
gains  were  Alaska,  Hawaii,  Illinois 
Maine,  Maryland,  Minnesota,  Missouri 
Ohio,  New  York  and  West  Virginia.  With 
the  national  average  $7,810,  last  year's 
per  capita  income  ranged  from  $10,851 
in  Alaska  to  $5,736  in  Mississippi. 


Giving  and  getting 

Harvard  University  has  finally  beer 
topped  as  the  campus  enjoying  the  mosi 
voluntary  financial  support  (although  its 
huge  endowments  still  make  it  the  rich 
est  U.S.  school).  The  University  of  Cali 
fomia;  with  its  nine  campuses,  took  ir 
almost  $67  million  from  private  donors 
during  the  1977-78  academic  year,  ac 
cording  to  the  Council  for  Financial  Aic 
to  Education.  Harvard  got  $63.5  millior 
and  the  others  in  the  first  ten  were  Stan 
ford,  Columbia,  Yale,  Minnesota,  M.I.T 
Cornell,  Southern  California  and  Penn 
sylvania.  The  national  total  for  college; 
and  universities  passed  the  $3  billior 
mark  in  gifts,  a  gain  of  14%  over  thfl 
previous  year.  ■ 
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The  only  really  troublesome  mistakes  are  those  that 
get  on  paper.  They  must  be  corrected  (messy!),  or  the 
whole  page  must  be  retyped.  Worse  still,  they  may  slip 
through  undetected,  causing  all  kinds  of  grief.  So  the  trick 
is  to  catch  and  correct  mistakes  before  they  reach  paper. 

That's  exactly  what  happens  with  a  Lexitron  word 
processor. 

As  the  operator  types  on  Lexitron's  keyboard,  the  text 
instantly  appears  on  the  video  display  screen -big,  bold 
and  bright.  Mistakes  are  easy  to  spot  and  correct,  just  by 
typing  over  them. 

So  far,  nothing's  on  paper.  But  once  the  typist  is  sure 
the  text  on  the  screen  is  correct,  the  whole  page  is  printed 
in  about  30  seconds.  In  letter-quality  type,  with  no  mis- 
takes possible.  And  the  text  is  electronically  stored  for 
re-use. 

With  Lexitron,  you'll  make  no  mistakes  today.  And 
make  no  mistake  tomorrow.  Because  the  same  Lexitron 


system  you  buy  now- at  prices  starting  under  $10,000- 
will  be  the  heart  of  your  office  of  the  future. 

Lexitron  word  processors  are  software-based,  with 
communications  capabilities  to  accommodate  the  neces- 
sary tie-in  features.  Which  we're  developing  with  the 
financial  and  technological  backing  of  Raytheon  Data 
Systems,  a  leading  supplier  of  intelligent  terminals,  dis- 
tributed data  processing  and  communication  equipment. 

With  so  much  to 
gain,  today  and  tomor- 
row, it  would  be  a  mis- 
take to  wait.  Call  or 
I  V        write  Lexitron  now. 

9600  De  Soto  Ave., 
Chatsworth,  CA  91311 
(213)  882-5040. 

Loxitron 

CORPORATION 


With  Lexitron  word  processing, 
you  make  no  mistake. 


welcome  to  the  Tokyo  Summ 

of  the  world's  7  leadirt 
industrial  nations  


YOU1L  BE  THERE  in  Tokyo  June  28-29,  when  Presi- 
dent Carter,  Prime  Minister  Ohira,  and  the  heads  of 
government  of  the  five  other  leading  market  economies 
meet  on  our  common  economic  concerns.  The  agenda? 
How  the  policies  of  the  seven  governments  can  be  har- 
monized most  effectively  to  create  a  more  favorable 
climate  for  stable  economic  growth  in  the  1980s: 

o  Controlling  inflation  in  our  respective  economies, 
o  Reaffirming  our  determination  to  expand  inter- 
national trade,  based  on  the  MTN  agreements, 
and  thereby  reducing  protectionist  pressures, 
o  Coordinating  energy  policies,  including  conser- 
vation and  joint  R&D  in  alternative  energy 
sources. 

o  Coordinating  trade  and  aid  policies  toward  the 
developing  countries. 

°  Promoting  the  effective  functioning  of  the  inter- 
national monetary  system. 

OAnd  other  issues  of  global  consequence. 
These  are  the  concerns  of  private  enterprise,  as  well  as 
of  governments.  Better  coordination  of  governmental 
policies  among  the  seven  will  improve  your  prospects 
and  facilitate  your  planning  —  as  producers,  investors, 
traders,  money  managers,  and  even  as  consumers. 
Each  of  our  seven  countries  earned  the  right  to  par- 
ticipate in  these  summits  (this  is  the  fifth  since  1975) 
because  of  the  vitality  and  wealth-creating  power  of  our 
respective  private  enterprise  systems.  Because  our 
economies  have  become  increasingly  interdependent 


with  each  other  —  and  with  our  sources  and  markt 
the  rest  of  the  world  —  it  is  our  joint  responsibili 
make  the  market  system  work  as  efficiently  and 
tively  in  the  global  arena  as  it  does  in  our  respe 
national  economies. 
We  have  this  responsibility  to  each  other,  and  tc 
world,  because  of  the  predominant  role  our  s 
economies  together  play  in  the  global  economy. 
Although  we  seven  countries  comprise  only  14  pe: 
of  the  world's  population,  we  produce  over  half  c 
world's  goods  and  services,  and  account  for  aboul 
of  all  world  trade. 
Our  economies  are  both  complementary  and  corr 
tive  with  each  other,  and  the  bulk  of  our  trade  is 
each  other,  contributing  to  our  dynamism  and  mi 
prosperity. 

For  each  of  us,  however,  the  fastest-growing  ma 
for  our  exports  are  the  high-growth  developing  c 
tries  —  which  are  also  becoming  our  energetic 
petitors,  and  a  number  of  which  are  indispen 
sources  for  our  imported  fuels  and  many  industria 
materials  essential  to  our  economic  survival. 
The  common  challenge  to  us  seven  is  to  work  i 
closely  together  to  solve  our  common  problems,  i 
working  equally  energetically  to  expand  the  comn 
ty  of  democratic,  free-enterprise  societies  thai 
creating  new  wealth,  raising  living  standards, 
strengthening  peaceful  cooperation  and  develop 
throughout  the  world. 
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pan  is  a  vigorous  member  of  this  summit  team: 


he  interests  of  the  Japanese  people,  and  in  support 

>ur  common  interests,  Japan  is  already 

lifting   to   domestic   demand-based  economic 

rowth  to  enhance  the  quality  of  life  of  the  Japanese 

eople  and  to  reduce  Japan's  current-account 

;jrpluses; 

iversifying  and  upgrading  the  quality  of  its  ex- 
orts,  while  pursuing  more  orderly  and  more  diver- 
fied  export  marketing; 

educing  its  remaining  import  barriers  and  seeking 
ivanced  implementation  of  its  Tokyo  Round  tariff 
•ductions  as  a  contribution  to  the  advancement  of 
eer  world  trade; 

orking  to  streamline  its  domestic  distribution 
'stem  in  order  to  benefit  Japanese  consumers, 
hile  providing  foreign  producers  with  easier  ac- 
ss  to  the  Japanese  market; 


promoting  the  sophistication  of  its  domestic 
economy,  bringing  it  into  better  harmony  with  the 
evolving  world  economy  and  utilizing  the 
dynamics  of  Japan's  private  sector  in  order  to  do  so; 
doubling  in  1978-80  its  official  development  assis- 
tance to  the  developing  nations,  expanding  ex- 
changes and  manpower  training,  and  speeding  the 
transfer  of  know-how  and  technology  to  those 
countries  with  the  capacity  and  will  to  use  this 
knowledge  for  modernization; 
cooperating  fully  with  international  currency- 
stabilization  efforts  and  liberalizing  further  its  own 
foreign  exchange  controls; 

working  in  closest  concert  with  its  friend  and  ally, 
the  United  States,  and  with  the  other  great  in- 
dustrial democracies,  to  insure  the  economic  securi- 
ty and  survival  of  our  free  societies. 


"This  extraordinary  Japanese- American  partnership.. .joining  our 
different  strengths  in  pursuit  of  our  common  goals."  Prime  Minister 
Masayoshi  Ohira,  Washington,  D.C.,  May  3, 1979 


Japan  Information  Center 

Consulate  General  of  Japan,  One  Citicorp  Center,  153  East  53rd  Street,  New  York,  N.Y.  10022 
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Flying  albatross? 

When  Great  Britain  bought  its  way  back 
into  the  European  consortium  by  build- 
ing the  wide-bodied  Airbus  jet,  Forbes 
(Nov  27,  1978)  took  a  dim  view  not  only 
of  the  deal  but  of  the  prospects  for  the 
airplane  itself.  London's  20%  stake  in 
Airbus  Industrie  promised  to  cost  more 
than  $600  million  over  five  years,  and  in 
Forbks'  view  the  deal  was  "Britain's 
newest  albatross"  and  another  way  to 
waste  precious  North  Sea  oil  money. 

Our  pessimism,  however,  has  proved 
premature.  With  airlines  all  over  the 
world  crying  for  "lift" — planes  to  carry 
the  burgeoning  crowds  of  travelers — the 
Airbus  has  been  selling  as  briskly  as  its 
competitors.  As  of  June  1,  Airbus  Indus- 
trie had  sold  167  of  its  250-seat  A-300 
model  and  had  options  for  another  77.  It 
also  had  52  orders  for  the  smaller,  200- 
seat  A-310  due  late  in  1982,  plus  options 
for  55. 

The  Chicago  crash  of  a  rival  McDon- 
nell Douglas  DC- 10  that  killed  274  per- 
sons sparked  some  speculation  that  the 
Airbus  might  land  more  sales  as  a  result. 
No  one,  however,  is  taking  that  very 
seriously,  including  George  A.  Warde, 
the  former  American  Airlines  president 
who  has  been  running  Airbus  Industrie 
of  North  America.  Asked  whether  he 
expected  any  such  result,  Warde  said,  "I 
would  doubt  it.  Maybe  over  some  sus- 
tained period  but  I'm  sure  Douglas  will 
correct  the  problem  and  the  DC- 10  will 
regain  its  credibility." 

The  DC- 10  accident  did  produce  a  seri- 
ous if  short-lived  crisis  for  Warde  and  his 
airplanes.  At  the  press  conference  an- 
nouncing the  temporary  grounding  of  the 
DC- 10  fleet,  Federal  Aviation  Adminis- 
trator Langhorne  Bond  mistakenly  added 
that  the  Airbus,  too,  had  been  ordered 
out  of  the  skies.  Two  hours  later,  Wash- 
ington had  frantically  called  that  a  mis- 


take but  Warde  and  Frank  Borman,  presi- 
dent of  Eastern  Air  Lines,  the  only  U.S. 
line  flying  the  A-300  (Borman  bought  23 
last  year),  suffered  an  anxious  evening 
and  French  newsmen  began  hinting 
darkly  that  Bond's  gaffe  was  an  effort  to 
blacken  the  Airbus  name. 

Bond's  confusion  may  have  come 
about  because  the  two  planes  use  the 
same  engine  (made  by  General  Electric), 
fitted  into  the  same  nacelle  (built  by  Mc- 
Donnell Douglas).  But  there  the  similar- 
ity ends.  The  fittings  that  attach  the 
engines  to  the  wings  are  totally  different 
in  design.  The  Airbus  pylons  carrying  its 
underslung  engines  and  the  links  that 
hold  them  to  the  wings  were,  for  in- 
stance, designed  so  that  in  the  event  of  a 
wheels-up  landing,  the  nacelles  could 
bear  the  full  force  of  the  letdown  without 
breaking. 

The  Airbus,  of  course,  is  npj;  yet  home 
free.  The  West  German  and  French  part- 
ners in  the  consortium  have  estimated 
360  planes  as  their  breakeven  point  and 
perhaps  800  on  the  A-300  and  A-310 
combined.  The  world  market  is  figured 
to  take  about  2,500  planes  of  this  size 
over  the  next  ten  years,  which  means  the 
Airbus  would  have  to  get  almost  a  third 
to  get  into  the  black,  a  huge  gain  over 
Europe's  present  share.  In  a  few  years, 
moreover,  the  clamor  for  ever  more  lift 
should  abate.  By  that  time,  too,  Boeing, 
the  world's  number  one  aircraftmaker, 
will  be  charging  in  with  its  next-genera- 
tion 767  and  757  models.  Meanwhile, 
however,  the  albatross  Forbes  worried 
about  is  flying  nicely. 

When  less  is  more 

How  does  a  gasoline  dealer  feel,  crouched 
behind  a  rampart  of  "no  gas"  signs  and 
facing  angry  lines  of  fuel-hungry  drivers? 
Just  great,  if  you  are  San  Antonio's  Tom 
Turner,  probably  the  biggest  mdepen- 


An  Airbus  A-300 jet  plying  the  U.S.  skies 

A  European  competitor  is  proving  that  success  is  no  accident. 
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Follow-Through 


;nt  service-station  operator  in  the  U.S. 
3  his  Sigmor  Corp.,  gasoline  shortages 
lean  fatter  margins  and  happy  times;  a 
ee  flow  of  fuel  slows  him  down.  When 
)rbes  reported  on  Turner  a  year  and  a 
alf  ago  (Dec.  1,  1977),  he  had  a  string  of 
30  outlets  in  Texas  and  Louisiana  and 
as  eager  for  more.  Today  he  runs  close 
.700. 

Since  1977,  Turner  has  acquired  a 
ouston-based  chain  of  214  independent 
-ill  'Em  Fast"  outlets  in  26  states.  He 
ild  his  chief  supplier,  Diamond  Sham- 
ick,  21%  of  Sigmor  and  used  the  money 
i  buy  200  of  Diamond's  stations,  161  of 
hich  he  already  had  on  lease.  Sigmor 's 
venues,  $400  million  in  1977,  will  top 
700  million  in  the  fiscal  year  ending 
ine  30. 

The  year  just  past  demonstrated  the 
lore-is-less  link  between  Turner's  for- 
mes and  the  gasoline  supply.  During  the 
st  half  of  1978,  when  gas  was  plentiful, 
gmor's  profit  margins  at  the  pump 
kidded  to  an  alltime  low.  He  buys  most 
:  his  gas  from  the  oil  majors,  so  he  had 
i  cut  margins  to  compete  with  their 
ations.  To  add  to  his  troubles,  Turner 
mldn't  get  enough  crude  to  run  Sig- 
lor's  small  refinery  at  more  than  60%  of 
s  22,000-barrel-a-day  capacity.  Overall 
gmor  earnings  fell  more  than  40%, 
om  $7.5  million  to  $4.2  million. 
This  year,  however,  when  the  gas  lines 
-formed,  Turner  was  able  to  hike  his 
imp  margins  to  6  cents  and  7  cents  a 
illon.  He  also  solved  his  refinery  problem 
j  going  to  Nigeria  to  line  up  a  two-year 
mtract  for  crude.  Sigmor's  net  income 
r  fiscal  1979  will  run  about  $2  million 
lore  than  last  year's  $13.3  million. 
Like  all  retailers,  Sigmor  is  ruled  by 
locations  from  suppliers,  an  automatic 
ake  on  volume.  But  Turner  has  no  wor- 
es.  Historically,  his  stations  have  al- 
ays  pumped  prodigious  amounts  of  gas, 
reraging  more  than  100,000  gallons  a 
lonth,  compared  with  an  industry  aver- 
se of  40,000.  So  whatever  the  alloca- 
on,  his  pumps  will  get  more  than  other 
aerators'.  Present  allocations,  in  fact, 
t  Turner  run  90,000  gallons  a  month 
irough  his  700  locations. 
The  long  term  looks  just  as  encourag- 
ig.  Two  years  ago,  Turner's  guess  was 
lat  no  matter  what  was  said  about  an 
lergy  crisis  (and  then  it  seemed  mostly 
lk),  the  number  of  cars  on  U.S.  high- 
ays  would  stay  at  least  the  same.  To- 
ry, when  "gasoline  shortage"  is  a  buzz- 
ord  with  the  Carter  Administration 
id  a  matter  of  disbelief  and  indifference 
ith  the  American  driver,  Turner's  game 
!an  is  working.  "Higher  per-gallon  prof- 
margins,"  he  told  his  stockholders, 
nnecessarily,  "are  expected  to  increase 
igmor's  profitability."  ■ 


OKLAHOMA  BUSINESS  CLIMATE 
RATED  AMONG  BEST  IN  NATION 


Oklahoma  business 
climaie  has  been  ranked 
among  ihe  (op  (en  of  the 
48  contiguous  stales,  ac- 
cording to  a  special  study 
by  the  U.S  Department 
of  Labor. 

Oklahoma  was  rated 
eighth  with  a  score  that 
was  based  on  an  evalua- 
tion of  18  categories. 
Those  included  stale 
spending  and  state  debt, 
union  membership, 
growth  in  manufacturing 
employment,  workmen's 
compensation  programs 
and  taxes. 

The  stale  ranked  fifth 
among  Ihe  stales  on  the 
cost  of  energy  per  million 
BTU 

Oklahoma  was  sev- 
enth lowest  in  per  capita 
state  and  local  lanes.  Its 
corporate  income  lax  is 
only  4%.  Oklahoma  is 
also  a  free  port  stale. 

There  is  a  constitu- 
tional limitation  of  35% 
on  land,  building  and 
equipment  ad  valorem 
tax  assessment  in  Okla- 
homa. 

Among  Ihe  states 
competing  most  actively 
with  Oklahoma  for  new 
industry  Missouri  ranked 
Ulh.  Kansas  16th,  Colo- 
rado 20th.  and  Texas 
22nd. 

During  Ihe  ten  year 
period  of  1%K-I97K,  cov- 
ered by  the  survey.  Okla- 
homa increased  its  ntanu 


f.K  luring  employment  by 
48.000  ranking  it  I7lh 
in  terms  of  numerical 
growth. 

However,  on  Ihe  basis 
of  percentage  increase  in 
manufacturing.  Oklaho- 
ma ranked  in  the  top  ten 
of  all  Ihe  states. 

Manufacturing  has 
shown  a  remarkable 
growth  during  Ihe  past 
ten  years  as  companies 
throughout  Ihe  U.S.  and 
world  are  finding  lhal 
Oklahoma  compares 
favorably,  with  the  na- 
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Old  Will 
would  be  darned  proud. 

This  year  the  nation  joins  Oklahoma  to  pay  tribute  to  our 
beloved  humorist,  Will  Rogers,  on  the  100th  anniversary  of  his 
birth. 

Government,  wasteful  spending  and  high  taxes  were  among 
the  prime  targets  of  his  timeless  wit. 

Although  Oklahoma  was  only  28  years  old  when  Will  died, 
he  would  be  pleased  that  a  recent  U.S.  Department  of  Labor 
survey  showed  Oklahoma's  business  climate  ranked  in  the  top 
ten  in  the  nation.  And  he'd  be  proud  to  learn  that  the  state 
of  his  birth  now  ranks  17th  in  industrial  growth. 

And  pleased  to  find  that  firms  such  as  Westinghouse, 
Uniroyal,  Goodyear,  General  Motors,  Mercury  Marine,  Eaton 
and  Schwinn  and  many  other  major  firms  have  discovered 
the  excellent  business  climate  in  profitable  Oklahoma. 

Discover  why  these  companies  are  making  a  better  profit 
in  Oklahoma. 


The  profitable 
place  to  be 


For  further  information,  call  or  write  in  confidence 
Director,  Industrial  Division,  Oklahoma  Industrial  Development  Department 
".'MA  Will  Rogers  Building,  Oklahoma  City,  OK  73105  (405)521-2401 

Photo  courtesy  Will  Rogers  Memorial,  Cl.iremore,  OK. 


Oklahoma 
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Give  your 
paper  files  an  inch, 
they'll  take  a  mile. 


Kodak  knows  about  the  overweight 
office.  You  keep  adding  file  cabinets,  and  they 
keep  overflowing  with  paper.  The  paper  glut 
keeps  growing,  and  you  don't  know  what  to  do 
about  it. 

We  do.  We  have  a  plan  that  gets  rid  of 
office  flab  and  bloat.  We've  helped  thousands  of 
companies  overcome  paper  problems  with 
microfilm,  a  better,  cheaper  way  to  store  and 
retrieve  information.  We  offer  products  ranging 
from  portable  microfilmers  to  laser  COMs  that 
print  data  from  the  computer.  Somewhere  in 
that  range  is  a  configuration  that's  right  for  you. 

Many  companies  attack  the  paper  prob- 
lem on  two  fronts.  They  begin  microfilming  old, 
rarely  referred-to  documents  on  high-volume 
microfilmers,  often  indexing  each  roll  of  film 


chronologically.  They  use  part-time  help  or  cur- 
rent employees  with  spare  time,  all  of  whom 
learn  to  operate  our  easy-to-use  equipment 
quickly. 

At  the  same  time,  these  companies 
embark  on  an  active  microfilming  procedure  for 
current  records,  with  everything  indexed  and 
readily  available  in  seconds.  Paper  flab  is  out  the 
door.  Filing  space  is  reduced  dramatically— up 
to  98%.  Those  miles  of  paper  become  inches  of 
film,  freeing  space  for  productive  and  profitable 
work. 

The  conversion  to  microfilm  is  easy,  and 
we'll  help  you  every  step  of  the  way.  To  start 
getting  your  office  back  into 
fighting  trim,  clip  and  mail 
the  coupon  today. 


The  Reducing  Plan 

Kodak  microfilm 

Eastman  Kodak  Company 
Department  DP9627 
Rochester,  New  York  14650 

□  Please  send  me  more  information 
about  the  Kodak  Reducing  Plan. 

□  Please  have  a  Kodak  representative 
call  to  arrange  a  free  survey  of  my 
office  filing  system. 


Name 


Title 


Company 


Address 


City 


State  &  Zip 


Phone 


Readers  Say 


Finding  energy  solutions 

Sir:  Why  all  this  question  of  OPEC's 
"price  conspiracy"  (tact  and  Comment, 
Apr.  30),  etc.?  Why  shouldn't  the  OPEC 
countries  charge  what  the  market  will 
bear?  From  an  economic  point  of  view, 
what's  so  different  from  the  recent  great 
coffee  or  sugar  or  meat  increases?  The 
users  found  alternatives.  Let's  not  blame 
the  Arabs  for  everything.  They  seem  to 
do  what  any  good  businessman  would 
do  also — make  maximum  profits.  There 
are  other  solutions.  You  yourself  have 
pointed  them  out  repeatedly. 
— Henry  K.  Griesman 
New  York,  N.  Y. 

Sir:  At  $1.00  per  gallon,  gas  comes  to 
13V2  cents  per  pound.  I  noticed  in  a  store 
recently,  potting  soil  sold  for  $1.59  for  an 
eight-pound  bag.  Now  that  makes  oil 
cheaper  than  dirt.  It's  no  wonder  we 
have  a  tendency  to  waste  it. 
— George  W.  Michas 
Cedar  Knolls,  N.J. 


Expensive  line 

Sir:  In  Texarkana,  Ark. -Tex.  we  have  a 
prime  example  of  why  the  Davis-Bacon 
Act  ("Whto  Likes  the  Davis-Bacon  Act?"  May 
14)  should  be  repealed  immediately. 

A  recent  article  in  the  Texarkana  Ga- 
zette dealt  with  women  entering  male- 
dominated  fields  of  work.  One  of  the 
women  interviewed  is  a  worker  at  a  site 
that  straddles  the  state  line — half  in  Ar- 
kansas and  half  in  Texas.  The  article 
states,  "Since  this  is  a  bi-state  project, 
I'm  paid  two  different  wages.  When  I 
work  on  the  Texas  side,  I  get  $3.70  an 
hour.  When  I  work  on  the  Arkansas 
side,  I  get  $7.80  an  hour."  This  state- 
ment points  out  the  stupidity  of  the  act. 
— Dennis  Young 
Texarkana,  Ark. 


durable-goods  base,  but  on  any  fair  test 
Wards  can  hold  its  head  high. 

— E.S.  Donnell 

Chairman,  President  and  CEO, 
Montgomery  Ward 
Chicago,  III 


Labor  Dept.  is  mad 

Sir:  J.  Curtis  Counts  (Faces  Behind  The 
Figures,  May  28)  distorts  our  role  in  the 
trucking  wage  settlement.  He  negotiated 
with  the  Teamsters,  we  didn't.  We  pro- 
vided mediation  services.  We  interpreted 
the  wage  guidelines. 

While  Counts  may  act  like  a  wronged 
maiden,  he  got  a  damned  good  contract. 
Even  assuming  8%  inflation  for  the  next 
three  years,  the  truck  companies  will  pay 
a  28.9%  wage  increase.  In  the  1976  con- 
tract, they  had  to  pay  37.2%  over  three 
years  (had  there  been  the  same  inflation 
rate),  or  one-third  more  than  this  year's 
contract. 

—Robert  B.  Rackleff 
Special  Assistant  to  the  Secretary, 
U.S.  Department  of  Labor 
Washington,  D  C 


Dont  stay  at  top  too  long 

Sir:  Re  your  conclusions  as  to  exception- 
al longevity  of  chairmen  of  Caterpillar 
Tractor  Co.  (Fact  &  Comment,  May  28). 
The  reason  for  the  exceptional  longevity 
of  these  gentlemen  could  be  the  fact  that 
they  did  not  retain  their  position  for  a 
very  long  time.  If  future  Caterpillar  chair- 
men retain  their  position  for  more  than 
three  to  five  years,  the  risk  of  death,  both 
actual  and  in  terms  of  their  careers,  may 
increase  proportionately. 
— Leonard  I.  Kornblum 
New  York,  NY. 


No  monkey  on  Mobil's  back 

Sir:  It  seems  to  me  "Mobil's  monkey" 
Quite  11)  might  better  be  titled  "Forbes' 
monkey  business."  In  your  article,  you 
state,  "Mobil  stockholders  might  as  well 
face  the  fact:  In  the  name  of  diversifica- 
tion, their  management  bought  them  a 
second-rate  company." 

In  the  five  years  Mobil  has  controlled 
Wards,  Wards  earnings  have  increased 
from  $85  million  pretax  to  $197  million 
on  a  comparable-  fiscal  calendar.  Return 
on  average  equity  has  increased  from 
4.58%  to  8.92%.  It's  true,  1979  is  tough 
for  mass  merchandisers  with  a  strong 


Venturous  tax  cut 

Sir:  One  beneficial  result  of  the  capital 
gains  reduction  ("A  Tax  Cut  That  Is  Work- 
ing Well,"  Fact  and  Comment,  June  11)  that 
you  overlooked  is  the  blossoming  of  ven- 
ture capital.  More  money  ($750  million) 
has  been  raised  in  the  past  year  by  entre- 
preneurs than  all  the  venture  capital 
raised  in  the  previous  eight  years  [See 
story  on  p.  31  J- 
— Edward  Gibson 
New  York,  N.Y. 

Sir:  Here  are  additional  supporting  fig- 
ures for  the  contention  that  the  effect  of 
the  tax  cut  has  been  a  positive  one:  In 
the  first  four  months  of  1979,  share  vol- 


ume on  the  New  York  Stock  Exchange 
was  up  16.5%;  on  the  AMEX,  23.4% ; 
among  o-t-c  stocks,  34.6% ;  and  with 
NYSE  warrants,  181.7%.  Critics  of  the 
tax  cut  are  eager  to  conclude  that  there 
has  been  no  beneficial  effect  to  the  econ- 
omy, but  evidence  is  accumulating  to  the 
contrary. 
—J  Peter  Grace 
President, 
W  R  Grace  &  Co 
New  York,  N.Y. 


Distinct  organization 

Sir:  The  article,  "Ludwig's  Amazon  em- 
pire" (May  14),  stated  that  "since  1969 
Ludwig  has  been  sponsoring  the  IRRI's 
studies  on  rice,  sugar,  oil  palm  (dende), 
cotton,  castor  beans,  soybeans." 

These  studies  have  been  conducted  by 
IRI  Research  Institute.  IRI  is  quite  dis- 
tinct from  IRRI  (International  Rice  Re- 
search Institute),  which  is  located  in  the 
Philippines. 
—Jerome  F.  Harrington 
President, 

IRI  Research  Institute 
New  York,  N  Y 


Not  his  true  belief 

Sir:  A  statement  that  I  may  thoughtless- 
ly have  made  and  that  does  not  reflect 
my  true  belief  was  quoted  in  the  article 
on  SmithKline  Corp.  and  Squibb  Corp. 

(May  28). 

For  the  record,  Mr.  David  F.  Saks  of 
Wertheim  &  Co.  and  Mr.  Nelson  M. 
Schneider  of  E.F.  ^)tton  &  Co.,  are  two 
of  the  most  respected  of  Wall  Street  drug 
analysts.  That  fact  is  not  altered  because 
their  views  differ  from  mine.  If  I  were 
always  right,  I  would  long  since  have 
retired  to  the  south  of  France. 
— Daiid  M.  Paisley 
Vice  President, 

Merrill  Lynch,  Pierce,  Fenner  &  Smith,  Inc. 
New  York,  N.Y. 


The  regulator's  attitude 

Sir:  The  statement  by  Vincent  Rocque  of 
the  Commerce  Department  (Faces  Be- 
hind Tfje  Figures,  May  28),  "The  fun  of 
regulation  is  that,  unlike  most  govern- 
ment jobs,  you  don't  have  to  please  peo- 
ple, just  satisfy  the  laws  laid  down  by- 
Congress, "  is  a  perfect  expression  of  the 
attitude  of  government  employees  in  reg- 
ulatory agencies. 
— Rudy  Mayko 
Milwaukie,  Ore 
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At  Humana,  the  investor- 
owned  hospital  company,  it  is 
the  policy  that  emergency  room 
patients  are  to  be  attended  by  a 
medical  professional  within 
sixty  seconds  of  arrival. 

If  that  statement  gives  you  the 
idea  that  Humana's  hospitals 
are  more  performance-oriented 
than  most  hospitals,  you're 
right.  And,  our  emergency  room 
policy  is  just  one  of  many  areas 
where  our  leadership  is  in  evi- 
dence. Leadership  that  has 
made  Humana  the  largest  com- 
pany in  the  hospital  industry. 

In  all  critical  patient  care 
areas,  our  medical  professionals 
must  adhere  to  stringent  per- 
formance standards.  In  achiev- 
ing these  stand- 
ards they  pro- 
vide patient  care 
of  measurably 
high  quality  and 
attain  peak  pro- 
ductivity. 

At  Humana, 
we've  found  that 
people  like  work- 
ing for  an  organ- 


ization that  brings  out  their 
best,  an  organization  where  they 
have  an  opportunity  to  become 
stockholders.  And  10,900  of  our 
employees  have  elected  to  be- 
come stockholders  through 
Humana's  employee  Thrift  Plan. 

Humana's  performance 
standards  and  productive  per- 
sonnel mean  more  and  better 
patient  services  and,  as  a  result, 
Humana  makes  a  profit.  For,  as  it 
is  to  any  successful  business, 
profit  is  critical  to  Humana;  crit- 
ical to  delivery  of  quality  patient 
care. 

Humana  is  profitable.  In  the 
last  five  years,  for  instance,  we 
have  achieved  a  compound  an- 
nual revenue  growth  of  47  per- 


A  good  hospital 
puts  treatment  before 
payment  in  the 
emergency  room. 


cent  and  our  net  income  has 
grown  by  32  percent  com- 
pounded annually. 

Our  capacity  has  grown,  too. 
Over  46  percent  of  our  hospital 
capacity  is  less  than  five  years 
old  and  68  percent  has  been 
built  in  the  last  ten  years.  So  our 
hospitals  are  among  the  most 
modern  and  technologically 
superior  in  the  nation. 

In  addition,  Humana's  out- 
patient services  are  growing 
even  faster  than  in-patient,  re- 
sulting in  significant  economies 
for  the  patient. 

When  a  hospital  puts  treat- 
ment before  payment,  you  know 
it  is  dedicated  to  quality  patient 
care.  When  that  hospital  makes 
a  profit,  too,  you 
know  it's  man- 
aged effectively. 
That's  Humana. 

For  more  in- 
formation write 
us:  Humana  Inc., 
1800  First  Na- 
tional Tower, 
Dept.  F2,  Louis- 
ville, KY  40201. 


The 

Hospital 
Company 


THE 

MANUFACTURERS 
HANOVER 
OPERATING 
COMMITMENT, 
WORLDWIDE: 


IT'S  WORKING 
IN  THE 
CITY  OF  LIGHT... 

...and  in  Chicago  and  Hong  Kong  and  in  the  inmost 
reaches  of  Africa  as  well.  It's  part  of  our  total  banking 
philosophy  —  proven  credit  alternatives  combined 
with  premier  operations  support. 

In  Paris,  for  example,  our  subsidiary, 
Manufacturers  Hanover  Banque  Nordique,  is  a  leader 
in  serving  the  credit  needs  of  medium  and  large 
corporations  interested  in  doing  business  with 
Scandinavia  and  the  U.S. 

Our  London-based  merchant  bank, 
Manufacturers  Hanover  Limited,  has  been  a  consistent 
leader  in  Eurobond  financing,  and  in  managing  or 
co-managing  bank  loans  and  public  issues. 

The  cash  management  services  of  our  Dutch 
affiliate,  BankMendes  Gans,  have  proven  in  day-to-day 
operations  to  be  unsurpassed  for  quality,  timeliness 
and  accuracy.  Ranging  from  domestic  lock  box  to  a 
multilateral  clearing  system,  cash  management  at 
Manufacturers  Hanover  is  fully  integrated  to  service  the 
needs  of  corporations  worldwide. 

Credit.  Operations.  And  the  integration  of  both 
to  create  a  total  financial  relationship  of  the  highest 
standards  —  anywhere  in  the  world. 


"...Manufacturers  Hanover  is  totally 
committed  to  being  the  global  bank  for 
business  —  a  leading  lender  and 
a  leading  operating  partner  as  well." 

John  F.  McGUIicuddy 

Chairman  and  Chief  Executive  Officer 


MANUFACTURERS  HANOVER 


Some  people  set  their  sights  higher  than  others. 


Seagrams  V.O. 

The  symbol  of  imported  luxury.  Bottled  in  Canada 


Enjoy  our  quality  in  moderation. 

Canadian  whisky.  A  blend  of  Canada's  finest  whiskies.  6  years  old.  86.8  Proof.  Seagram  Distillers  Co.,  NYC. 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IN  A  DITCH,  MX 

Concerned  that  Russia  can  dispose  of  our  land-based  nuclear 
missile  silos  in  a  pinpointed  first  strike,  President  Carter  is 
reportedly  favorable  to  the  development  of  a  new  $30  billion 
mobile  missile  system  (MX)  whereby  those  massive  warhead- 
ed  broomsticks  can  be  shuttled  about,  each  in  its  own  20-mile- 
long  "underground  trench"  (which  I  presume  is  a  new  way  to 
say  tunnel?). 

The  theory  is  that  the  Kremlin  gremlins  won't  know  where 
in  the  pod  the  cumbersome  space  shot  sits  at  any  given 
moment. 

The  whole  thing  sounds  pretty  nutty  to  me — unless  you're  in 


THE  WRONG  RX 

the  digging,  contracting,  basement-foundation  building  busi- 
ness. If  the  Red  Eye  can  bull's-eye  a  silo,  a  shot  into  any  part  of 
a  20-mile  trench/tunnel  should  be  equally  easy.  And  concussion 
waves  rippling  down  the  ditch  would  surely  have  deleterious 
effects  on  delicate  missile  launch  mechanisms. 

Crisscrossing  our  country  with  20-mile  mini-Maginot  lines 
has  to  be  one  of  the  dumbest  proposals  in  military  annals — not 
unknown  for  such. 

On  second  thought,  though,  it  might  work.  Those  Russians 
involved  in  military  plotting  might  die  laughing  and  thus 
cripple  their  effort. 


EXXON  BRINGS  IN  A  GUSHER 


With  our  oil  companies  being  clobbered  for  shortages  that 
are  not  of  their  making,  Exxon's  announcement  of  the  near- 
marketability  of  an  invention  which,  by  controlling  the  speed 
of  electric  motors,  will  save  us  a  million  barrels  of  oil  a  day 
within  a  decade,  couldn't  be  more  timely.  Acquiring  Reliance 
Electric  for  its  manufacturing  and  distribution  expertise  en- 
sures that  the  $100  million-plus  to  be  spent  developing  the 
device  will  result  in  the  swiftest  possible  making  and  market- 
ing of  it. 

Some  nonmalevolent  critics  feel  that  the  $billion  Reliance 
purchase  should  be  avoided.  Jack  Beckett,  extraordinary  build- 
er of  Transamerica,  told  us  that  "Exxon's  boss,  Clifton  Garvin 
fr.,  is  brilliant  and  that  company  is  big  enough  to  be  able  to 
uiild  up  their  own  manufacturing  and  distribution  system  for 
this  exciting  new  development."  Others  who  oppose  the  ac- 
quisition of  the  number  one  in  its  business  by  the  oil  industry's 

THE  PRICE 

So  let's  start  digging.  Digging  coal  that  will  be  turned  into 
oil-equivalent  liquid. 

John  D.  Rockefeller  IV,  who's  working  effectively  and  con- 
structively as  governor  of  tough-problemed  West  Virginia,  told 
U.S.  News  &>  World  Report  that  "Coal  can  be  burned  without 
dirty  smokestack  emissions  through  a  process  known  as  fluid- 
zed-bed  combustion;  gasification  can  turn  coal  into  a  natural- 
*as-type  fuel;  with  liquefaction,  coal  becomes  oil. 


number  one  say  that  Exxon  could  accomplish  the  result  by 
licensing  others — including  GE  and  Westinghouse — to  make 
and  distribute  its  energy-saving  invention. 
Could  be. 

But  since  the  need  to  save  energy  is  acute  and  we've  fiddled 
and  fumbled  too  blamed  long  already,  I'm  all  in  favor  of  the 
Exxon  approach.  I  think  even  under  Teddy  Kennedy's  proposed 
anti-Bigness  bill,  this  could  be  found  to  be  an  exception  in  the 
public  interest. 

Now  let's  see  some  of  the  other  oil  giants  ante  up  some 
blockbuster  developments  in  coal  and  shale  refining,  as  well  as 
in  effective  solar  harnessing. 

That  way  what  the  public  these  days  interprets  as  oil  indus- 
try villainy  can  be  turned  into  oil  industry  heroism. 

Such  a  posture  is  essential  to  their  long-range  survival. 

And  the  country's. 

IS  RIGHT 

"Consolidated  Edison  Co.  in  New  York  has  successfully 
burned  coal  that  was  first  converted  into  an  oil-like  liquid 
through  a  process  known  as  solvent  refining.  The  solvent  was 
used  to  remove  sulfur  and  other  impurities.  The  air  came  out 
the  smokestack  clean  as  a  whistle,  meeting  all  EPA  standards." 

Asked  what  such  converted  fuel  would  cost,  Governor 
Rockefeller  replied,  "The  best  estimate  is  about  $22  a  barrel. 
Imported  oil  is  selling  at  $14.54  a  barrel,  and  it's  going  up.  By 
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the  time  solvent-refined  coal  comes  on  line  in  the  late  1980s,  it 
could  be  competitive  with  foreign  oil.  That's  the  real  enemy: 
imported  oil." 

Two  weeks  after  Governor  Rockefeller's  observation,  Lib- 
yan, Algerian  and  Nigerian  oil  was  selling  for  over  21  bucks  a 
barrel  on  the  open  market. 


Can't  the  President  end  his  Energy  Department's  paralysis? 

Can't  he  promptly  order  a  federal  pilot  plant  to  produce 
solvent-refined  coal?  Or,  with  stick  and  carrot,  suggest  it  to  his 
Big  Oil  coal  owners?  Can't  he  provide  incentive  financing  to 
un-oil-owned  big  coal  companies? 

Move  it,  Mr.  President,  move  it. 


IN  POLITICS  A  HARD  MAN 

is  good  to  find. 

THERE'S  LITTLE  IMMORTALITY  TO  BE  HAD  IN  MARBLE 


unless  one  was  a  model  for  Michelangelo.  But  for  those  who 
think  it  matters  after  they're  dead  to  be  endlessly  remembered, 
consider  how  these  two  achieved  that  hope  (at  least  to  date): 

There's  Mr.  Nobel,  of  the  prizes  noble  in  sum  and — usually — 
in  selections. 

And  there's  Cecil  Rhodes,  that  man  of  a  different  day  in 
Africa. 

The  32  scholarships  his  will  handsomely  provides  for  allow 
Americans  to  do  two  years 
of  graduate  study  at  Eng- 
land's Oxford  and  are  the 
ultimate  accolade  for  any 
college  graduate. 

The  standards  set  account 
for  the  uniquely  elevated 
stature  of  a  Rhodes  scholar: 

"My  desire  being  that  the 
students  who  shall  be  elected 
to  the  Scholarships  shall  not  Rhodes 
be  merely  bookworms,  I  direct  that  in  the  election  of  a  scholar- 
ship regard  shall  be  had  to  (i)  his  literary  and  scholastic  attain- 
ments (ii)  his  fondness  of  and  success  in  manly*  outdoor  sports 
such  as  cricket,  football  and  the  like  (iii)  his  qualities  of 
manhood,*  truth,  courage,  devotion  to  duty,  sympathy  for  and 
protection  of  the  weak,  kindliness,  unselfishness  and  fellow- 
ship and  (iv)  his  exhibition  during  school  days  of  moral  force  of 
character  and  of  instincts  to  lead  and  to  take  an  interest  in  his 

*When  Women's  Lib  hit  the  fan,  these  qualifiers  were  broadened  to 
include  the  prefix  "wo-." 


schoolmates  for  those  latter  attributes  will  be  likely  in  afterlife 
to  guide  him  to  esteem  the  performance  of  public  duties  as  his 
highest  aim." 
Says  the  Memorandum  to  Selection  Committees: 
"The  concluding  phrase  reminds  us  that  a  Rhodes  Scholar- 
ship is  not  so  much  a  prize  for  an  impressive  record  to  date  but 
rather  an  opportunity  for  future  achievement.  In  the  longer  run 
the  test  will  prove  to  be  not  so  much  the  prowess  of  Rhodes 

Scholars  before  and  up  at  Ox- 
ford as  afterwards,  in  their 
standing  and  influence  in 
subsequent  years  in  their 
own  countries." 

Wisely,  Rhodes  provided 
endowment  sufficient  for  a 
top-level  administration. 

Having  recently  chaired  for 
the  second  time  the  New  Jer- 
sey nominating  committee,  I 
can  report  that  picking  finalists  is  both  hard  and  rewarding 
work.  Studying  the  scholastic  records,  essays,  recommendation 
letters  and  interviewing — sometimes  more  than  once — candi- 
dates clues  one  on  the  current  awareness,  the  thought  process, 
the  state  and  direction  of  ambition  of  a  few  dozen  very  out- 
standing young  college  men  and  women. 

As  for  those  of  ye  that  would  be  immortal,  perhaps  putting 
the  bucks  you  have  left  (after  your  Uncle  Sam  and  the  other 
undertakers  get  theirs)  into  similar  endeavors  might  just  do  the 
trick  for  you,  as  it  has  for  Messrs.  Rhodes  and  Nobel. 


Nobel 


Why  Morgan  is  a  good  bank 
for  law  firms. That's  right.  Morgan. 

f    i  1 

The  Morgan  Bank 

A  NAME-DROPPING  AD  &  AN  OFF-TIME  ONE 

You  might  not  think  that  Morgan  would  find  it  necessary 
to  be  a  "name  dropper."  But  lookee  here  at  their  current 
advertising  campaign — whatever  happened  to  their  Guaran- 
tee? It's  a  clever  move — and  who's  left  from  the  merged  old 
Guaranty  Trust  to  protest?  The  fact  is  that  "The  Morgan 
Bank"  has  a  better  ring  to  it  to  potential  customers  than 
the  merged  name. 

Everyone  expects  Tiffany  to  be  as  good  as  its  reputation, 
but  as  one  sharp-eyed  Forbes'  reader  points  out:  "If  you 
were  advertising  two  fine  wristwatches  reputedly  'accurate 
to  within  60  seconds  a  year,'  wouldn't  you  photograph 
them  with  the  second  hands  in  the  same  position  rather 
than  14  seconds  apart?" 
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GREAT  EDITORS 

are  nearly  never  the  same  people.  The  exception  who  proves 
this  truth  joined  Forbes  just  25  years  ago. 

If  it  weren't  so  visibly  true — in  print,  for  a  quarter  of  a 
century — 'it  would  be  self-serving  as  well  as  silly  for  me  to 
mention  that  our  Editor,  Jim  Michaels,  has  done  more  to  bring 
vitality  and  unfettered  integrity  to  the  editorial  coverage  of 
business  than  anyone  in  the  business. 

Jim  Michaels'  imprint  hasn't  been  only  in  print.  His  impact 
on  dozens  of  business  writers  and  editors  may  be  quantitative- 
ly immeasurable  but  is  immensely  evident. 

A  good  editor  is — sometimes — extraordinarily  able.  But  the 
great  ones  (a  rare  few)  make  their  mark  on  those  who  are 
exposed  to  their  editing  pencil,  to  their  counsel  and  to  their 


AND  NICE  GUYS 

candor  on  one's  future  in  this  demanding  profession. 

Thanks  to  Michaels'  genial  genius,  many  of  our  best  have 
been  with  Forbes  for  one  and  two  decades.  Others  have  gone 
on  to  be  editors  of  other  publications.  And  a  valued  few  have 
returned  to  Forres. 

A  publication  dealing  with  business  in  the  way  Forbes  does 
every  issue  is  on  trial  with  its  readers  every  issue.  That  Forres 
continues  to  grow  in  circulation  and  in  advertising  revenues  is 
solely  because  it  grows  in  usefulness,  meaningfulness  and 
enjoyability  to  its  consequential  readers.  In  major  measure, 
that's  a  reflection  of  what  Editor  Michaels  has  meant  to  this 
magazine  and  to  the  enormously  heightened  quality  and  stan- 
dards of  American  business  reporting. 


IF  YOU'VE  NO  ONE  OR  NOTHING 

to  be  anxious  about,  you  should  be. 


MATTERING  TO  EVERYBODY 

is  less  fun  than  mattering  to  somebody. 


THE  PRESIDENT  AND  THE  SELLING  OF  SALT 


By  M.S.  Forbes  Jr. 


Two  weeks  ago,  this  writer  attend- 
ed a  briefing  by  President  Carter  and 
Defense  Secretary  Harold  Brown  on 
the  Salt  II  agreement.  What  made  the 
meeting  noteworthy  was  not  so  much 
what  the  President  said,  but  how  he 
said  it.  Most  of  us  had  never  seen  him 
speak  so  effectively,  persuasively. 
There  were  no  cliches,  no  cute  turns 
of  phrase,  no  overblown  rhetoric. 

Carter  forcefully  explained  what 
SALT  was  and  why  he  felt  it  to  be  the 
most  critical  issue  of  his  career  in 
public  service,  "next  to  war  itself." 
This  was  no  passionless  President 
talking.  "Rejection  could  jeopardize 
the  SALT  process,"  said  he  as  he  con- 
vincingly spelled  out  how  this  could 
lead  to  a  destabilizing,  no-holds- 
barred  arms  race  with  the  Soviets. 

Carter  rightfully  noted  that  under  the 
agreement  "we  have  retained  our  op- 
tions" in  terms  of  developing  and  de- 
ploying a  new  type  of  intercontinental 
ballistic  missile  and  modernizing  our 
existing  ICBMs.  He  emphasized  that 
SALT  II  in  and  of  itself  is  no  miracle.  It 
is,  though,  an  important  step  in  arms 
control,  part  of  a  continuous  process. 

His  conviction  rang  true  because  he 


did  not  overstate  his  case.  What  also 
impressed  the  audience  was  the  ab- 
sence of  the  kind  of  irritating  dema- 
goguery  that  the  President  uses 
against  the  oil  industry. 

Carter  answered  our  questions  just 
as  forcefully.  On  the  possibility  of  the 
Senate  amending  the  treaty,  for  in- 
stance, he  carefully  made  the  distinc- 
tion between  amendments  that  would 
affect  American  policy  (such  as  in- 
structing the  President  not  to  renew 
SALT  II  protocol  on  cruise  missiles 
when  it  expires  at  the  end  of  1981) 
and  those  that  would  demand  changes 
in  the  treaty  itself.  "Presumably," 
Carter  pointed  out,  "the  latter  type  of 
amendment  would  be  designed  to 
help  us  and  to  hurt  the  Soviets.  It  is 
impossible  for  me  to  see  Brezhnev  or 
his  successor  accepting  that." 

More  than  one  member  of  our  group 
remarked  afterward:  "If  he  could  do 
that  kind  of  performance  on  national 
television,  he  could  save  this  treaty." 

What  concerns  many  people  about 
SALT  is  not  the  agreement  itself,  but 
rather  what  happens  if  it  should  be 
ratified.  The  fear  is  that  ratification 
might  seduce  the  Carter  Administra- 
tion into  believing  that  it  need  not  go 


ahead  vigorously  with  a  new  type  of 
ICBM  or  Trident  II  system,  that  it 
does  not  have  to  modernize  our  tacti- 
cal nuclear  capability  in  NATO  or  to 
develop  land-  and  sea-based  cruise 
missiles. 

As  Senator  Sam  Nunn,  an  influen- 
tial member  of  the  Armed  Services 
Committee  who  will  play  a  key  role  in 
the  fate  of  SALT  n,  puts  it,  "With  or 
without  SALT,  we  must  make  real 
increases  in  defense  spending." 

The  primary  task  of  the  President  on 
SALT  H  must  be  to  allay  concerns  that 
ratification  will  lead  to  complacency, 
and  the  best  way  to  achieve  that  objec- 
tive is  for  the  Administration  to  go 
ahead  immediately  with  some  version 
of  the  ICBM,  which  now  seems  likely. 
The  Administration  should  also  de- 
ploy the  neutron  bomb  in  Europe.  Such 
steps  would  go  a  long  way  to  winning 
Senate  approval. 

Polls  show  that  Americans  favor 
the  concept  of  SALT  but  are  appre- 
hensive about  the  Soviet's  headlong 
military  buildup.  By  demonstrating 
that  the  U.S.  will  react  forcefully  to 
insure  our  defense,  Mr.  Carter  can  sal- 
vage SALT  and  set  the  necessary 
foundation  for  a  more  comprehensive 
arms  control  agreement  in  the  future. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind. — MSF 


Congress  Radiates 

Those  attending  a  recent  hearing  of  the 
Senate  Governmental  Affairs  Subcom- 
mittee on  Energy,  Nuclear  Proliferation  & 
Federal  Services  got  a  surprise  when  a 
witness  pulled  out  a  geiger  counter  and 
took  a  reading  of  the  radiation  in  Room 
3302  of  the  Dirksen  Senate  Office  Build- 
ing. The  device  registered  a  level  of  250 
millirem — a  higher  dose  of  radiation  than 
received  by  people  living  downwind  from 
the  Three  Mile  Island  nuclear  plant  at  the 
height  of  the  accident.  Witness  Alvin 
Weinberg  of  Oak  Ridge,  Term.,  said  the 
stone  used  in  the  building  was  apparently 
emitting  radiation. 

— Washington  Update, 
National  Journal 

Women  and  Customs 

"[Going  through  customs]  Idisassociate 
myself  from  [my  wife]  because  otherwise 
I'd  have  a  heart  attack, "  one  husband  said. 
"It  is  beyond  me  why  she  would  want  to 
smuggle  in  a  plate  worth  $25,  rather  than 
declaring  it  legally.  She  is  absolutely  con- 
vinced that  paying  duty  is  un-American.  If 
she  gets  away  with  two  bottles  of  liquor 
rather  than  one,  you'd  think  she  was  Hus- 
sein getting  the  West  Bank. 

"Even  before  we  get  to  customs,  I've  had 
it,"  he  said.  "She  gets  on  a  plane  carrying 
such  crazy-looking  parcels,  no  one  knows 
where  to  put  them.  So  Venetian  glass  is  $2 
cheaper  in  Venice,  so  what?" 

"He  gets  so  mad,  he  won't  sit  with 
me,"  said  his  wife.  "But  it  doesn't  bother 
me  because  the  next  day  he's  nice  and 
sweet  again,  and  I  still  have  my  glass." 

— Enid  Nemy, 
The  New  York  Times 

Bugging  the  Gold  Bugs 

We'll  say  that  you  want  to  invest 
$10,300  in  the  purchase  of  gold  and  that 
gold  is  trading  at  $250  per  ounce  when 
you  buy.  That  will  give  you  exactly  40 
ounces  [taking  a  3%  commission  of  $300 
into  account].  Let's  say  you  hold  the  gold 
certificate  one  year,  and  the  price  of  gold 
rises  to  $275 — 10% .  Your  40  ounces  now 
fetch  $11,000 — but  you  have  to  pay  the 
1%  selling  charge  on  that,  or  $110  [for  a 
total  return  of  $10,890]. 

Thus,  your  one-year  profit  amounts  to 
$590,  or  5.73%  on  your  $10,300.  That  is 
well  below  what  a  bank  certificate 
pegged  to  T-bills  would  fetch  you.  Hmm. 
Looked  at  another  way,  assuming  a  yield 
on  those  bank  certificates  at  or  near 
10%,  gold  would  have  to  rise  above 
$286 — or  over  14% — in  the  next  year  for 
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you  to  beat  bank  certificates.  What's 
more,  if  that  bank  certificate  rate  holds 
up,  gold  would  have  to  rise  to  $316.50  in 
two  years  for  you  to  be  ahead. 

— William  Flanagan,  Esquire 

Scholarly  Senators 

Outcome  of  the  Nov.  7  [1978]  vote 
brings  to  at  least  five  the  number  of 
former  Rhodes  scholars  in  the  Senate — 
with  newly  elected  Bill  Bradley,  New  Jer- 
sey Democrat;  Larry  Pressler,  South  Da- 
kota Republican,  and  David  Boren,  Okla- 
homa Democrat,  joining  Paul  Sarbanes, 
Democrat  of  Maryland,  and  Richard  Lu- 
gar,  Indiana  Republican. 

—U.S.  News  &)  World  Report 

At  Ten  Miles  an  Hour  .  .  . 

Secretary  of  Agriculture  Bob  Bergland 
had  suggested  the  effect  of  an  outright 
ban  on  nitrites:  "We  would  have  the 
world's  worst  case  of  food  poisoning; 
thousands  of  people  would  die  of  botu- 
lism." Everything  we  do  in  life  involves 
some  element  of  risk.  Smoking,  drink- 
ing, flying  in  an  airplane  or  driving  an 
automobile.  Of  course,  our  government 
could  legislate  away  some  of  these  risks. 
For  example,  when  the  speed  limit  was 
reduced  to  55  miles  an  hour  during  the 
energy  crisis,  we  discovered  that  it  saved 
lives.  By  limiting  speed  still  further, 
more  lives  could  be  saved.  And  by  reduc- 
ing the  speed  limit  to  10  miles  an  hour 
we  could  virtually  eliminate  all  of  the 


50,000  traffic  deaths  that  occur  each  yeaj 
on  our  highways. 

On  the  other  hand  a  10-mile-an-houi 
speed  limit  would  bring  the  country  to  i 
halt.  It  is  apparent  that  the  benefits  o) 
some  life-saving  regulations  come  no- 
where near  the  staggering  cost  to  societ} 
of  their  implementation. 

—James  G.  Affleck,  CEO, 
American  CyanamidJ 
in  The  New  York  Times] 


I  havent  been  so  optimistic] 
about  the  economy's  long- 
term  prospects  in  20  years. 
Fiscal  responsibility  has  be- 
come a  political  plus. 

—Alan  Greenspan,  Time! 


Teaspoons  and  Wilson 

From  a  letter  that  Mary  Hulbert,  the 
"other  woman"  in  Woodrow  Wilson's 
life,  wrote  to  him  in  1910:  "Before  1 
write  another  word  I  want  to  tell  you — 
best  beloved — of  a  small  habit  you  have, 
which  may  cause  you  to  be  misjudged. 
You  will  laugh  when  you  hear  it.  Do  not] 
leave  your  spoon  in  your  cup  when  you 
drink  your  tea.  It's  a  crime  in  the  eyes  ofl 
some,  no  less.  You  do  not  mind  my  tell- 
ing you?  /  would  not  care  if  you  lapped  it 
up  with  your  tongue." 

— American  Heritage1 

Melting  Ant  i  Ice  Creamers 

Grownups  who  never  eat  ice  cream  are 
instantly  suspect.  They  probably  hate 
sand,  sleep  in  pajamas,  never  eat  spare- 
ribs  and  kiss  with  their  mouths  closed. 

— Gael  Greene,  New  York 


"I  thought  that  information  was  classified!" 

Cartoon  Features  Syndicate 
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We  control  the  basics. 

As  the  world's  largest  producer  of 
valves,  fittings  and  pumps,  you'll  find  us 
involved  with  the  needs  of  basic  industries. 
Just  as  we  have  been  for  over  a  century. 
And  today  we  also  manufacture  water  and 
waste  treatment  components  that  help 
industry  meet  new  government  standards. 

Fluid  and  pollution  control.  A  capability 
of  Crane  Co.,  where  we've  demonstrated 
that  concentration  on  essential  products 
for  essential  industries  helps  build 
a  strong  and  growing  business.  In  steel. 
In  building  products.  In  aerospace 
and  aircraft.  And  of  course,  in  fluid  a 
pollution  control. 

Crane  Co.,  300  Park  Avenue,  New  York,  N 
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Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 

The  Glenlivet 

Unchanged  since  1824 
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12  YEARS  OLD 
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Forbes 


Employers  are  combating  unionism  today 
with  methods  very  different  from  the  violence 
and  lockouts  of  the  1930s. 

A  new  breed 
—professional 
union  breakers 


By  Jerry  Flint 


Unions  put  it  this  way:  A  new 
breed  of  union  buster  with  a  bag  of 
psychological  and  legal  dirty  tricks 
is  creating  an  atmosphere  of  fear  in  the 
work  place. 

Those  "union  busters"  say  nonsense: 
They  are  a  new  breed  of  management 
consultant  spreading  a  love-thy-worker 
gospel  that  obviates  the  need  for  "third 
party"  (meaning  union)  interference. 


The  results  are  still  the  same.  "We  are 
getting  our  ass  handed  to  us  in  too  many 
elections,"  says  Charles  McDonald,  as- 
sistant director  of  the  organizing  staff  of 
the  American  Federation  of  Labor-Con- 
gress of  Industrial  Organizations. 

A  decade  ago  unions  won  57%  of  their 
representation  elections.  Last  year  they 
won  46%.  AFL-CIO  unions  ran  more 
poorly,  winning  elections  covering  only 
99,700  workers  last  year  against  193,800 
in  1968.  In  decertification  elections  to 


mckus,  Me/nick  and  McKeown,  the  MMMs  of  Modern  Management  Methods 
They  call  themselves  marriage  brokers  between  worker  and  boss.  The  AFL-CIO 
says  they  set  up  shotgun  weddings,  but  it  labels  MMM  as  tops  in  the  anti-union 
consulting  business.  


throw  out  established  unions,  the  change 
is  more  dramatic:  239  elections  with  156 
decertifications  in  1968,  a  65%  win  rate 
for  the  anti-union  teams.  Last  year  there 
were  803  votes  and  594  decertifications, 
a  74%  win  rate.  Consultants  deny  that 
they  are  trying  to  hold  wages  down  and 
claim  that  savings  in  nonunion  oper- 
ations comes  from  elimination  of  such 
things  as  unnecessary  work  rules.  "We 
find  nationally  20%  less  productivity 
with  unions  than  without,"  says  consul- 
tant Charles  L.  Hughes. 

The  unions  call  it  a  conspiracy.  "This 
is  no  small-potatoes  operation,"  says 
James  Farmer,  executive  director  of  the 
Coalition  of  American  Public  Employ- 
ees. "There  is  a  growing  and  well-orga- 
nized effort  to  run  the  unions  off  the 
range.  Management  has  called  in  an 
army  of  hired  guns,  including  high-rent 
lawyers  and  Dr.  Strangelove  scientists." 

The  problem  could  grow  worse  for  or- 
ganized labor.  Consultants  are  enlarging 
their  staffs,  universities  offer  seminars 
aimed  at  keeping  unions  out — which  adds 
respectability  to  the  movement — and 
even  labor  law  firms  that  formerly  accept- 
ed unionization  for  their  clients  "are  to- 
day keeping  up  with  the  competition, 
usually  by  retaining  at  least  a  few  lawyers 
who  are  hard-core  union  fighters,"  says 
McDonald.  Industry  may  be  spending  as 
much  as  $100  million  a  year  on  these 
new-breed  consultants,  Farmer  says. 

"We've  got  to  counteract  that,"  says 
George  Meany,  the  AFL-CIO  president. 
But  the  professional  union  fighters  say 
it's  not  dirty  tricks  but  changing  times 
and  strategies  that  are  leading  to  their 
victories.  "There  is  much  less  class  con- 
sciousness, fewer  people  tied  to  unions 
emotionally  and  culturally,"  and  thus 
more  management  willingness  to  battle 
back,  says  J.  Richard  Thesing,  a  partner 
in  the  union-fighting  law  firm  of  Littler, 
Mendelson,  Fastiff  and  Tichy  of  San 
Francisco.  He  was  the  firm's  fourth  law- 
yer in  1968;  today  there  are  50.  "They 
used  to  say  you  can't  beat  them  in  San 
Francisco.  Now  employers  around  here 
see  others  unorganized  and  are  starting 
to  ask  if  they  can  get  out  of  it." 

"We  are  in  the  business  of  helping 
employers  effectively  communicate  with 
employees,  getting  back  to  one-on-one 
communication,"  says  Herbert  G.  Mel- 
nick,  a  founder  and  now  chairman  of 
Modern  Management  Methods,  Inc.  of 
Deerfield,  111.,  with  70  consultants  on  its 
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payroll.  He  calls  MMM  a  "marriage 
broker"  between  worker  and  boss.  The 
AFL-CIO  calls  MMM  "one  of  the  most 
effective  consultants  in  the  business  of 
creating  the  union-free  environment." 

At  any  single  time  MMM  is  working 
with  45  to  50  companies,  Melnick  says, 
but  the  consultants  keep  their  customer 
lists  private  while  unions  try  to  sniff  out 
which  consultant  is  helping  whom.  The 
unions,  for  example,  pinpoint  the  Chica- 
go-based law  firm  of  Seyfarth,  Shaw, 
Fairweather  &  Geraldson  as  a  key  advis- 
er in  strike  situations  such  as  the  suc- 
cessful effort  to  break  walkouts  at  New- 
port News  Shipbuilding,  where  the  tough 
United  Steelworkers  were  cracked  this 
spring,  and  at  the  Washington  Post, 
where  a  pressmen's  strike  was  broken. 

True?  Questioned,  a  Seyfarth  lawyer 
says:  "It  was  the  view  of  our  committee 
that  we  should  have  a  very  low  profile." 
And  he  won't  answer  questions.  The 
unions,  quite  willing  to  talk,  say  the  na- 
tion's major  corporations — such  as  Sears, 
Du  Pont,  Continental  Oil,  Rockwell  In- 
ternational, Equitable  Life  Assurance, 
Aetna  and  Prudential  Life,  Honeywell 
and  Goodrich — are  just  a  few  of  the  com- 
panies that  either  employ  consultants  or 
sit  in  on  their  seminars— or  both.  The 
seminars  can  be  extremely  profitable  for 
consultants,  with  companies  paying 
$300  to  $500  per  enrollee  to  hear  strate- 
gies on,  for  example,  "Making  Unions 
Unnecessary,"  the  theme  of  one  of  the 
best-known  seminar  pioneers,  Charles 
Hughes  of  Dallas. 

Consultants  do  talk  about  their  strate- 
gies, if  not  their  customers.  MMM  says 
its  first  move  is  usually  an  assessment  of 
management  and  its  problems,  then 
come  changes  including  intensive  in- 
struction of  supervisors  to  teach  them 
"how  to  supervise"  and  keep  close  to  the 
workers.  For  example,  supervisors  should 
question  workers  on  "what  their  ambi- 
tions are,  where  they  want  to  go  in  the 
company,  what  are  their  upward  mobil- 
ity aims.  They  should  be  career  counsel- 
ors," says  Anthony  McKeown,  MMM 
president.  The  unions  call  that  intimida- 
tion. "That's  an  old  myth,"  McKeown 
fires  back.  "Today's  employees  aren't 
afraid  of  a  chat  with  the  foreman,  it's  the 
other  way  around;  the  supervisors  are 
frightened  by  the  workers."  He  says 
MMM  warns  employers  to  avoid  "PITS" 
in  an  organizing  fight — Promises,  In- 
timidation, Threats  and  Spying. 

The  heart  of  MMM  strategy  is  to  prove 
that  the  unions  aren't  needed,  its  officers 
insist.  "Most  companies  have  pretty  en- 
lightened practices,"  says  McKeown, 
and  don't  want  to  shortchange  workers 
on  pay  or  benefits.  "What  they  want  to 
avoid  is  the  adversary  relationship,  the 
us  and  the  employee,  him  on  one  side, 
managers  on  the  other,"  says  Melnick. 

"The  unions  talk  about  dignity.  What 
dignity  can  you  buy  for  an  extra  15  cents 


an  hour?"  asks  McKeown.  It's  getting  a 
broken  toilet  fixed  fast  that  counts,  and 
teaching  managers  and  supervisors  how 
to  listen  to  problems. 

A.  A.  Imberman,  the  father  of  a  father- 
son  consulting  team  based  in  Chicago, 
relies  heavily  on  employee  surveys  to 
spot  problems.  He  says  that  60%  of  the 
worker  complaints  aren't  over  pay  or 
benefits,  but  "lights,  heat,  the  food  in  the 
vending  machines  [particularly  on  the 
late  shirts  when  most  of  it  is  gone],  park- 


AFL-CIO's  Charles  McDonald 
Losing  too  many  elections. 


Consultant  Woodruff  Imberman 

"If  a  company  does  right,  it  doesnt 

have  to  worry  about  unions." 

ing  lots,  equipment  breakdowns  and 
parts  that  don't  fit."  He  recalls  one  plant 
where  workers  grew  angry  putting  in 
overtime  to  speed  production  when  the 
finished  items  regularly  sat  on  the  ship- 
ping docks  for  days  waiting  to  be  moved, 
which  even  top  managers  didn't  realize. 

Another  30%  of  complaints  are  over 
"harsh,  tyrannical  supervision,"  he  goes 
on,  and  recalls  a  Nebraska  factory  with 
trouble  caused  by  a  giant  foreman  who 


would  pick  up  female  employees  and 
shake  them  to  see  their  breasts  bounce. 
Sometimes,  says  his  son  Woodruff  Imber- 
man, the  answer  to  a  problem  is  for  man- 
agement to  tell  a  supervisor,  "Your  ass  is 
grass  and  I'm  the  lawnmower  if  that  hap- 
pens one  more  time."  The  remaining 
10%  of  the  complaints  are  "failure  oft 
management"  to  explain  its  own  benefits 
programs.  The  Imberman  program,  says 
Woodruff  Imberman,  is  aimed  at  improv- 
ing morale  and  productivity  and  curbing 
waste.  "If  a  company  does  right,  it  doesn't 
have  to  worry  about  unions." 

The  unions  don't  see  consultants  such 
as  MMM  and  the  Imbermans  as  benign, 
and  they  spy  on  consultants  whenever 
possible.  A  union  spy  who  slipped  into 
one  session  with  anti-union  lawyers 
talking  to  New  Jersey  hospital  managers 
reported  the  advice  was  to  probe  employ- 
ees before  the  organizing  begins,  figure 
"who  is  going  to  be  most  vulnerable  if 
the  union  knocks,"  and  then  "weed  'em 
out.  Get  rid  of  anyone  who's  not  going  to 
be  a  team  player." 

The  AFL-CIO  claims  that  Raymond 
Mickus,  MMM  executive  vice  president, 
gives  advice  on  how  to  avoid  hiring  po- 
tential activists.  He  allegedly  tells  clients 
that  pro-union  job  applicants  can  be 
spotted  by  their  "sympathy  for  the  un- 
derdog" or  involvement  in  liberal  activi- 
ties such  as  consumer  rights  organiza- 
tions. Mickus  doesn't  particularly  deny 
this,  but  says  it  is  just  part  of  a  "total 
interview  process."  The  unions  also 
complain  that  MMM  tells  employers  not 
to  worry  much  about  lesser  unfair  labor 
practice  charges  because  penalties  are 
minor.  Says  Mickus,  who  doesn't  deny 
he  tells  clients  to  fight  hard,  "The  law 
says  that  you're  in  a  ball  game,  and  if  you 
don't  get  on  the  field  you  forfeit." 

Consultants  such  as  MMM  say  the 
major  reason  unions  aren't  winning  is 
that  they've  fallen  behind  the  times.  "It's 
not  the  Homestead  strike  anymore,  or 
the  Pinkertons  or  fight-the-bosses,"  says 
McKeown.  "It's  people  with  needs  and 
problems"  and  the  problems  in  the  shop 
can  best  be  addressed  "by  the  employer, 
not  the  union."  Today's  unions,  he  says, 
could  score  more  points  with  workers  if 
they  concentrated  on  needs  such  as  good 
schools,  housing  and  even  gasoline. 

The  unions  don't  claim  that  the  con- 
sultants' efforts  are  necessarily  illegal, 
and  they  aren't  quite  sure  how  to  fight 
their  new-breed  enemies.  They  would 
like  to  see  the  consultants  forced  to  reg- 
ister as  management  agents  and  see  their 
fees  revealed.  McDonald  puts  out  a 
monthly  newsletter,  the  R  I  B  Sheet  (for 
Report  on  Union  Busters),  for  distribu- 
tion across  the  country. 

But  the  success  of  the  new  consultants 
is  more  a  symptom  than  a  cause  of  a 
changed  situation  wherein,  for  the  first 
time  since  the  1930s,  the  U.S.  trade 
unions  are  definitely  on  the  defensive.  ■ 
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Not  many  venture  capital  deals  pay  off,  but 
what  the  hell!  It's  better  than  dying  a  slow 
death  with  Treasury  notes. 


Comeback  for  the 
dream  merchants 


By  Nick  Galluccio 


D 


ust  off  that  dream.  After  a  near- 
dormant  decade,  the  venture  cap- 
ital business  is  booming  again. 
This  year  alone  an  estimated  $1  billion 
in  new  money  will  be  put  into  financing 
"the  next  Xerox,"  more  than  ten  times 
the  amount  available  only  two  years  ago. 
A  lot  of  the  money  is  chasing  after  high- 
technology  computer  and  electronics 
companies,  many  of  which  are  nestled 
among  the  electronic  giants  operating 
out  of  northern  California's  Silicon  Val- 
ley. But  money  is  also  pouring  into  such 
diverse  fields  as  medical  re- 
search and  heavy  manufactur- 
ing. Other  beneficiaries  of  all 
this  largesse  include  established 
dealmakers  such  as  New  York's 
Patrick  Welsh  and  Russell  Car- 
son, the  San  Francisco  firm  of 
Hambrecht  &  Quist  as  well  as 
scores  of  new  dream  merchants 
who  are  sprouting  up  around  the 
country  to  assist  in  channeling 
the  new  money. 

They  are  backing  some  real 
long  shots  these  days.  Here's 
Magnuson  Systems  Corp.,  a 
capital-starved  upstart  that 
hopes  to  take  on  IBM.  Magnu- 
son was  started  in  1977  by  three 
California  entrepreneurs.  Al- 
though the  firm  has  only  recent- 
ly built  its  first  medium-size 
mainframe  computers,  it  was 
able  to  raise  $10  million  in  the 
•last  three  months  by  giving  an 
investor  group  a  scant  26%  of 
its  equity.  Is  $10  million,  equal 
to  $7  a  share,  too  much  to  pay 
for  little  more  than  a  dream? 
Says  Bill  Hambrecht,  senior 
partner  in  Hambrecht  &  Quist, 
"The  risks  are  horrendous,"  and 
j  if  the  company  actually  gets  off 
the  ground  "they  will  be  even 
greater"  when  it  tries  to  take  on 
IBM.  Yet  Hambrecht's  firm  has 


put  $1.5  million  into  Magnuson. 

Why?  Sutter  Hill  Ventures'  William 
Draper,  who  invested  $300,000  in  Mag- 
nuson, says:  "The  worst  feeling  is  when 
you  turn  down  something  that  becomes 
a  real  great  winner  and  then  you  ask 
yourself,  'Why  was  I  so  picky?'  Nobody 
will  probably  make  very  much  on  that 
company,  but  they  a'l  felt  they  needed  to 
be  in  it." 

Magnuson's  recent  experience  con- 
trasts sharply  with  that  of  Amdahl  Corp., 
another  computer  maker  which,  only  six 
years  ago,  had  to  go  outside  the  U.S.  to 
get  much  of  the  money  it  needed  to 


Sutter  Hill  Ventures'  William  Draper 
Today  investors  are  faster  to  say  yes. 


finance  a  high-stakes  gamble  against 
IBM's  top-end  computers.  Amdahl  was 
able  to  tap  Chicago's  Heizer  Corp.  for  $6 
million,  but  "no  one  else  in  the  States 
wanted  to  touch  us,"  says  Clifford  Mad- 
den, Amdahl's  vice  president-finance. 

The  change  in  the  climate  can  be 
traced  directly  to  Congress,  which  last 
November  cut  the  capital  gains  tax  from 
49%  to  28%.  While  it  isn't  yet  clear 
whether  that  cut  has  made  much  of  a 
difference  to  the  stock  market,  it  cer- 
tainly helped  open  the  floodgates  for  ven- 
ture capital.  Wealthy  individuals  and 
families  like  New  York  attorney  Freder- 
ick Adler,  Raychem  founder  Paul  Cook, 
the  Hillmans  of  Pittsburgh  and  the 
Rockefellers.  Big  corporations  like  Ford 
Motor,  Continental  Group,  EG&G,  Fair- 
child  Camera  and  American  Express,  to 
name  a  few.  Insurance  companies  and 
banks  like  Aetna  Life  &  Casualty  and 
Connecticut  General,  Bank  of  America, 
Citibank  and  Security  Pacific  National. 
Even  Harvard  University,  through  its  en- 
dowment fund.  They're  all  getting  into 
the  act.  Predictably,  venture  capitalists 
are  themselves  becoming  entrepreneurs. 
Citibank  lost  six  of  its  nine  venture 
group  members  in  the  last  year,  all  of 
whom  have  started  their  own  funds; 
BofA's  number-two  man,  Kirk  Bowman, 
recently  defected  to  San  Francisco's 
VestVen.  "A  period  like  this  tends  to 
make  investors  say  'Yes'  more  often 
than  'No,'  "  says  Sutter  Hill's  Draper. 

The  dreamers,  of  course,  have 
always  been  there.  The  Ameri- 
can air  seems  to  breed  them. 
But  the  potential  backers  had 
gone  elsewhere.  By  reducing  the 
capital  gains  tax,  Congress  im- 
proved the  odds  for  the  backer. 
Instead  of  getting  to  keep  51 
cents  on  the  dollar  of  their  win- 
nings, the  backers  now  get  to 
keep  72  cents.  The  result  is  that 
the  odds  have  improved  by  al- 
most 50% .  Without  a  chance  at 
big  winnings,  venture  capital  is 
a  losers'  game,  as  there  are  in- 
evitably more  losses  than  gains. 
Los  Angeles'  Brentwood  Asso- 
ciates, for  example,  estimates 
that  over  the  next  five  years  the 
aftertax  gain  on  its  present  $8 
million  fund  will  be  $3  million 
more  than  it  would  have  been 
under  the  old  law. 

Other  factors  are  behind  the 
boom  besides  more  favorable 
tax  treatment.  The  Labor  De- 
partment has  told  pension  fund 
managers  they  can  invest  in 
new  ventures  without  violating 
their  fiduciary  responsibilities. 
In  the  last  six  months  over  $50 
million  of  pension  money  has 
flowed  into  venture  funds,  com- 
pared with  under  $5  million  for 
the  previous  three  years,  accord- 
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ing  to  Venture  Capital  Journal. 

The  venture  capitalists  are  happiest 
when  there  is  a  flourishing  new-issue 
market.  That  way  they  have  someone  to 
sell  their  winners  to,  so  they  can  turn 
around  and  back  additional  ventures. 
Without  the  new-issue  market,  the  ven- 
ture capitalists  tend  to  become  stock- 
holders, even  with  relatively  successful 
ventures.  The  new-issue  market  may  be 
meager  in  comparison  with  the  bull  mar- 
ket of  1969  when  698  initial  public  offer- 
ings were  made,  but  it  is  showing  signs 
of  revival.  Last  year  there  were  46  public 
offerings  in  which  $250  million  was 
raised,  up  63%  from  1977.  Compare  this 
with  only  9  offerings  at  $16  million  in 
1974.  This  year  is  even  better:  in  the  first 
quarter  alone,  15  new  companies  bank- 
rolled at  $68  million— 1,000%  more 
money  than  at  the  same  time  in  1978. 

Finally,  investors  are  obviously  im- 
pressed by  the  heady  performance  of 
these  few  successful  venture  capital 
deals,  such  as  Amdahl,  Federal  Express 


Venture  veteran  Arthur  Rock 
The  dream  merchants'  idol. 

and  Intel,  which  did  get  started  during 
the  past  decade  or  so.  Many  venture 
funds  have  shown  30%  to  40%  annual 
compound  rates  of  return  for  that  period. 
Take  the  case  of  venture  capitalist  Ar- 
thur Rock.  His  $300,000  investment  in 
Intel,  made  back  in  1969,  is  worth  over 
$20  million  in  today's  market.  Citibank 
and  First  Capital  Corp.  of  Chicago  each 
put  $1.6  million  into  Federal  Express  in 

1973  and  each  has  returned  about  $11 
million.  Investors  have  made  millions  on 
smaller  deals  as  well.  A  $  1  million  invest- 
ment in  Tandem  Computers  made  in 

1974  by  the  San  Francisco  venture  firm 
now  know  as  Kleiner  Perkins  Caufield  & 
Byers  is  worth  $32  million. 

The  bulk  of  the  money  is  flowing  into 
the  hands  of  venture  capitalists  who,  like 
Draper,  set  up  limited  partnerships  for 
their  investors  and  decide  where  to  put 
the  money.  Each  fund  is  diversified 
among  a  number  of  investments  to  mini- 
mize the  risk.  Magnuson,  for  example, 
was  financed  by  a  group  of  investors  in- 
cluding the  Rockefellers,  Bessemer  Se- 
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curities,  Time  Inc.,  Brentwood  Asso- 
ciates and  Fairchild  Camera. 

With  so  much  money  chasing  him,  the 
entrepreneur  today  can  call  the  shots  and 
demand  a  bigger  piece  of  the  equity  in 
the  new  company.  Case  in  point:  Chica- 
go-based GST  Laboratories,  Inc.,  a  com- 
pany started  three  years  ago  that  is  devel- 
oping an  instrument  to  detect  breast  can- 
cer. Desperately  needing  financing, 
inventor  David  Phillips  and  three 
founders,  Richard  Reilly,  fames  Kelly  and 
James  Ryan,  recently  sought  out  San 
Francisco's  Montgomery  Securities. 
Montgomery  offered  to  raise  $3  million 
in  return  for  51%  of  GST's  equity.  The 
offer  was  turned  down  by  the  entrepre- 
neurs, who  have  since  found  a  sweeter 
offer.  The  Chicago  investment  banking 
firm  of  John  H.  Altorfer  &.  Co.  has  prom- 


Econics'  President  Keith  Swanson 
Grass  too  green  to  pass  up. 

ised  to  raise  $2.5  million  (in  tax-shelter 
money),  demanding  in  return  a  mere 
20%  of  GST's  equity. 

Says  Gib  Myers,  a  partner  in  xMenlo 
Park's  Mayfield  Fund:  "It  used  to  be  that 
you  would  spend  a  month  and  a  half 
doing  homework  on  a  prospective  deal. 
No  more.  Today  decisions  are  made  in  a 
week  because  investors  can't  wait  to  get 
in."  In  less  than  a  week,  for  example, 
Kleiner  Perkins  Caufield  &  Byers  closed 
their  deal  with  Keith  Swanson,  who  left 
Measurex  last  year  to  start  Econics,  a 
maker  of  computerized  control  systems 
for  boilers.  The  firm  bankrolled  Swanson 
to  the  tune  of  $1.5  million  for  55%  of 
Econics'  equity.  The  management  team 
got  45%  without  putting  up  a  dime. 

With  so  much  money  available  for 
these  deals,  many  of  the  excesses  that 
caused  the  venture  market  to  collapse  in 
the  late  Sixties  are  already  beginning  to 
reappear — high  valuations,  hasty  deci- 
sions, entry  into  furiously  competitive 
markets  with  second-rate  products  and 
novices  putting  deals  together.  "There 
are  going  to  be  some  absolute  horror  sto- 
ries down  the  road,"  says  Timothy  Hay, 
president  of  Security  Pacific  National 
Bank's  venture  capital  group. 

Another  factor  that  is  pushing  money 


into  venture  capital  is  the  dearth  of  good 
alternatives.  At  a  time  of  double-digit 
inflation,  even  high-yielding  fixed-in- 
come investments  show  negative  yields. 
The  stock  market  as  a  whole  is  not  going 
anywhere.  Gold  is  for  the  constipated. 
And  real  estate  is  getting  almost  ridicu- 
lously overpriced  (Forbes,  June  11). 
What's  left?  Venture  capital. 

Noel  Atkinson,  62,  is  a  California  real 
estate  consultant  who  has  for  20  years 
been  putting  together  limited  real  estate 
partnerships  as  tax  shelters  for  doctors, 
lawyers  and  other  wealthy  individuals. 
Says  Atkinson:  "Real  estate  prices  are 
getting  bid  so  high  that  people  are  buying 
break-even  properties.  To  hell  with  it, 
I'm  going  to  get  into  venture  capital;  I 
just  have  to  call  my  investors  and  they 
will  write  me  out  a  check." 

For  his  first  foray  into  the  venture 
market  Atkinson  is  raising  $1  million  to 
bankroll  an  electronic  graphic-plotting 
machine  developed  by  a  man  who  has 
been  unable  to  get  backers  for  five  years. 


New  York  attorney  Fred  Adler 
The  game  looks  better  now. 

Many  newcomers  to  the  field  are  mes- 
merized by  the  Amdahls,  Federal  Ex- 
presses and  Tandem  Computers.  They 
forget  that  these  fat  successes  were 
spawned  when  money  was  scarce  and 
very  choosy.  With  money  less  choosy, 
the  failure  rate  is  inevitably  higher. 
Moreover,  if  the  recession  proves  a  bad 
one,  many  of  these  fledgling  ventures  are 
going  to  die  for  lack  of  fresh  capital; 
today's  eager  backer  can  easily  become 
tomorrow's  hardhearted  no-sayer. 

Says  Morton  Collins  of  Princeton's 
DSV  Associates,  a  12-year  veteran  of  the 
business:  "I  don't  think  this  is  a  particu- 
larly attractive  time  to  invest.  I  would 
rather  be  countercyclical.  Two  years 
from  now  many  of  these  deals  will  look 
disappointing  to  their  investors — I  look 
forward  to  refinancing  them  at  bargain 
prices."  He  may  be  right.  Yet  nobody 
seems  to  care.  It's  kind  of  like  going  to 
the  races.  You  don't  really  expect  to  win, 
but  look  at  the  fun  you  can  have  if  even 
one  of  your  nags  turns  out  to  be  a  long- 
shot  winner.  ■ 
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A  few  ex-employees  have  just  cost  the  forest  products  industry  at  least 
a  half  billion  dollars.  Don't  shrug.  It  could  happen  to  you,  too. 


For  whom  does  the 
bell  toll? 


By  Jean  A.  Briggs 

When  Frank  Ostrofe  departed 
in  1970  from  the  H.S.  Crocker 
Co.,  a  smallish  San  Bruno,  Calif, 
j  paper  company,  he  claimed  he  was  enti- 
I  tied  to  severance  pay  of  more  than 
{$100,000.  He  was  given  only  $5,500. 
(  Some  time  later  he  got  together  with  the 
I  Department  of  Justice  and  spilled  the 
I  beans:  His  employer  had  been  involved 
i  in  fixing  prices  on  paper  labels,  the  kind 
i  that  go  around  canned  food.  Ostrofe  had 
jlnotes  to  document  his  case. 

In  1973  Rose  Loughrey,  a  pricing  ana- 
jlyst  for  Continental  Group,  thought  she 
Iwas  unjustly  being  forced  into  early  re- 
Itirement.  She  sued,  charging  discrimina- 
kion.  As  the  suit  proceeded,  she  told 
|about  secret  meetings  over  a  12-year  pe- 
|iriod  in  which  Continental  and  its  com- 
fipetitors  set  prices  on  consumer  bags — 
the  small  bags  that  some  groceries  are 
:  packaged  in.  Her  story  of  price-fixing 
(eventually  was  turned  over  to  the  Justice 
Department. 

Roman  Hencel  had  been  administra- 
tive assistant  to  the  chief  of  Weyerhaeus- 
jer  Co.'s  folding  carton  division.  In  1976 
ithe  Justice  Department  subpoenaed  him 
jfor  a  grand  jury  investigation  into  price- 
jfixing  in  folding  cartons — the  boxes  that 
ire  used  for  cereals  and  similar  groceries. 
Hencel,  in  response  to  the  subpoena, 
brought  with  him  notes  and  documents 
containing  evidence  that  Weyerhaeuser 
ind  its  competitors  had  indeed  fixed 
jjrices.  Hencel's  appearance  on  the  next 
|:o  last  day  of  the  grand  jury's  proceedings 
jjlinched  the  case  for  the  government. 
Jj   Ostrofe  and  Loughrey  have  moved  on 
j  :o  other  jobs — Ostrofe  is  with  a  small 
'brokerage  firm  in  Grass  Valley,  Calif., 
,  Loughrey   is   an   administrator   for  a 
j  Catholic  parish  in  Philadelphia  and  Hen- 
J|:el  is  retired.  But  their  testimony  has 
liiad  tremendous  repercussions. 
\ II  To  begin  with,  as  a  result  of  their  dis- 
i  closures,  the  forest  products  industry  has 
))een  whacked  with  fines  and  damages 


totaling  at  least  $500  million.  For  the 
first  time  since  the  electrical  equipment 
cases  in  the  early  Sixties,  big  business 
has  been  given  more  than  a  tap  on  the 
wrist  for  price-fixing.  Even  for  these  gi- 
ant companies,  the  costs  (see  p.  34)  are 
more  than  merely  symbolic. 

Conspiracies  in  three  segments  of  the 
industry  had  this  in  common:  It  had 
been  the  practice  when  an  order  was  up 
for  grabs  to  telephone  the  company  that 
previously  held  the  business  and  find  out 
how  much  it  was  bidding;  the  others 
would  come  in  with  higher  bids.  So,  no 
one  increased  market  share  at  anyone 
else's  expense  through  price-cutting.  In  a 
fourth  industry  segment,  the  competi- 
tors actually  met  and  set  prices. 

In  the  Ostrofe  case — paper  labels — the 
government  won  its  price-fixing  case 
against  a  Litton  Industries  subsidiary, 
and  the  other  defendants  pleaded  nolo 
contendere  The  fines  were  relatively 
small,  but  there  was  a  treble-damage 
class-action  suit  as  well  brought  by  pur- 
chasers of  the  labels.  These  cost  the  de- 
fendants an  estimated  $3  million,  small 
change  compared  with  what  was  to  fol- 
low. This  case  led  to  the  much  bigger 
folding  carton  case  when  a  witness  ap- 
parently testified:  "Hell,  I  used  to  work 
for  the  folding  carton  division  and  they 
do  the  same  thing  over  there." 

The  folding  carton  producers  didn't  get 
off  so  easy.  For  one  thing,  it  was  a  bigger 
case,  with  23  companies  and  50  individ- 
uals indicted;  therefore  more  customers 
were  concerned.  For  another,  Donald  Ba- 
ker had  taken  over  as  head  of  the  Justice 
Department's  antitrust  division  in  1976. 
All  but  one  of  the  accused  companies  and 
48  accused  individuals  had  pleaded  nolo 
contendere  to  the  government  charges, 
explaining  that  it  was  cheaper  to  pay  the 
fines  than  to  litigate.  Baker  was  no  cru- 
sader against  business,  but  he  felt  strong- 
ly that  price-fixers  should  not  be  let  off 
lightly  simply  because  they  were  other- 
wise respectable  citizens.  He  flew  from 
Washington  to  Chicago  and  appeared  be- 


fore Judge  James  Parsons  who  was  hear- 
ing the  folding  box  case.  Baker  urged  the 
judge  not  to  let  the  companies  off  with 
just  a  fine  but  to  jail  the  involved  execu- 
tives as  well.  He  cited  a  law  enacted  in 
late  1974  changing  antitrust  violations  to 
felonies  rather  than  misdemeanors.  The 
same  law  had  upped  maximum  fines 
from  $50,000  to  $1  million  on  compa- 
nies, and  from  $50,000  to  $100,000  each 
on  individuals  involved.  It  also  upped  the 
maximum  jail  term  from  one  year  to 
three  years. 

The  judge  sentenced  14  people  who 
had  pleaded  nolo  contendere  to  jail  terms 
ranging  from  5  days  to  60  days.  Most  of 
the  sentences  were  later  reduced  to  just  a 
few  days  plus  work  on  a  worthy  project. 
R.  Harper  Brown,  then  president  of  Con- 
tainer Corp.  of  America,  a  subsidiary  of 
Mobil  Corp.,  got  the  stiffest  sentence — 
60  days.  It  was  reduced  to  15  days  plus  9 
months'  probation  and  12  hours  per 
week  on  the  Harper  Brown  Project  reha- 
bilitating prisoners.  The  individuals  also 
paid  $300,000  in  fines. 

The  companies  for  their  part  paid 
$950,000  in  fines  in  the  criminal  case 
and  $275,000  in  the  civil.  Only  one  com- 
pany, Consolidated  Packaging,  actually 
went  to  trial  and  was  found  guilty. 

This,  however,  was  only  the  begin- 
ning. A  flood  of  litigation  followed.  Pri- 
vate suits  brought  by  customers  all  over 
the  country  were  consolidated  in  Chica- 
go as  a  class  action  (though  14  compa- 
nies, including  Pillsbury,  have  opted  out 
of  the  class  and  are  pursuing  private 
suits).  To  date,  24  of  the  defendants  in 
the  class  action  have  agreed  to  pay  a  total 
of  $186  million  to  their  customers.  Only 
one,  Brown  Co.,  has  no  settlement  pend- 
ing and  it  remains  to  be  seen  whether 
the  case  will  go  to  trial. 

So  much  for  the  folding  box  case.  Long 
before  it  was  settled,  however,  in  late 
1975,  an  investigation  into  corrugated 
containers  and  sheets — large  cardboard 
boxes — was  started  by  the  Dallas  office 
of  the  Justice  Department.  The  tipsters 
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Minefields 

for  management 


Fines  and  damages  paid  by 
various  paper  companies  in  a  bar- 
rage of  antitrust  actions  now 
add  up  to  more  than  $500  mil- 
lion. Several  executives  have 
also  spent  a  little  time  in  jail.  Not 


since  the  electrical  equip- 
ment cases  of  the  1960s  has  an 
industry  been  so  heavily  pun- 
ished. Below,  the  major  cases, 
the  plaintiffs  and  defendants 
and  the  dispositions  to  date. 


Product 
Year 


Plywood 
1974 


Paper  labels 
1974 


Paper  labels 
1972 


Folding  cartons 
1976 


Type  of 
action 


Administrative 


Criminal 


Civil  class 
action 


Criminal 


Plaintiff 


Federal  Trade 
Commission 


Justice 
Department 


Paper  label 
buyers 


Justice 
Department 


(In  dollars) 


Damages 


Fine 


Damages 


Fine 


Boise  Cascade 


guilty(') 


negot.  settlement 
2,100,000   


Champion  International 
(Hoerner  Waldorf)  


guilty(') 


negot.  settlement 
2,000,000 


nolo  contendere 
80,000 


Consolidated  Packaging 


guilty 
45,000 


Container  Corp 
(subsidiary  of  Mobil) 


nolo  contendere 
50,000 


Continental  Group 


Crown  Zellerbach 


Diamond  International 


nolo  contendere 
17,500 


pending 
settlement 


nolo  contendere 
50,000 


Federal  Paper  Board 


nolo  contendere 
45,000 


Fibreboard 

(subs,  of  Louisiana-Pacific) 


nolo  contendere 
50,000 


Georgia-Pacific 


guilty!1 


guiltyl2) 


International  Paper 


consent 
decree 


negot.  settlement 
750,000 


nolo  contendere 
50,000 


NA 


nolo  contendere 
50,000 


Mead  Corp 


nolo  conendere 
30,000 


Olinkraft 

(subs,  of  Johns  Manville) 


Owens-Illinois 


Potlatch 


nolo  contendere 
40,000 


Stone  Container 


St  Regis  Paper 
(Michigan  Lithographic) 


nolo  contendere 
10,000 


nolo  contendere 
25,000 


Union  Camp 


Westvaco 


Weyerhaeuser 


guiltyl1 


guiltyl2) 


nolo  contendere 
35,000 


Willamette  Industries 


guiltyl ') 


guiltyl2 


Other  companies 


consent 
decree 


negot.  settlement 
3,150,000 


guiltyl3) 
145,000 


NA 


nolo  contendere 
430,000 


Individuals 


nolo  contendere 
60,000 


nolo  contendere 
297,200  


Total  by  product 


8,000,000 


282,500 


NA 


1,227,200 


(')  on  appeal 


I2)  damages  pending;  I3]  guilty  and  NA  not  available 

appeal  to  follow        nolo  contendere 
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That  there  was  price-fixing 
in  various  paper  products  on  a 
large  scale  is  beyond  dispute. 
But  unresolved,  despite  all  the 
ferment,  are  critical  questions 
about  the  intent  and  conse- 


quences of  these  illegal  ac- 
tions. Price-fixing  is  most  likely 
to  occur,  for  example,  in  prod- 
ucts where  profit  margins  are 
slim — with  the  effect  of  pre- 
serving jobs.  And  pure  price  com- 


petition logically  leads  to 
more  market  concentration — not 
less.  The  dangerous  contra- 
dictions in  present  U.S.  antitrust 
policy  make  pricing  policy  a 
minefield  for  management. 


T 


Folding  cartons 
1976 


Folding  < 
1976 


Consumer  bags 
1976 


Consumer  bags 
1976 


Corrugated 
containers  1978/ 


Corrugated 
containers  1978/ 


Fine  paper 
1977 


/  Civil 

/  Civil  class 
/  action 

/  Criminal 

/  Civil  class 
/  action 

/  Criminal 

/  Civil  class 
/  action 

/  Civil  class 
/  action 

/ 

/  Justice 
/  Department 

/    Folding  carton 
/  buyers 

/  Justice 
/  Department 

/    Consumer  bag 
/  purchasers 

/  Justice 
/  Department 

/    Corrugated  con-  /    Fine  paper 
/      tainer  buyers    /  purchasers 

/     Total  by 
/  company 

Fine 

Damages 

Fine 

Damages 

Fine 

Damages 

Damages 

• 

nolo  contendere 
50,000 

negot.  settlement 
9,900,000 

negot.  settlement 
13,800,000 

25,850,000 

negot.  settlement 
20,000 

negot.  settlement 
20,000,000 

nolo  contendere 
429,000 

negot.  settlement 
24,000,000 

pending 
settlement 

46.529,000 

negot.  settlement 
5,000 

negot.  settlement 
400,000 

nolo  contendere 
16,750 

466,750 

negot.  settlement 
50,000 

negot.  settlement 
23,800,000 

nolo  contendere 
50,000 

negot.  settlement 
34,000,000 

57,950,000 

guiltyl') 
750,000 

negot.  settlement 
4,000,000 

acquitted 

negot.  settlement 
27,000,000 

31,750,000 

pending  trial 
or  settlement 

pending  trial 
or  settlement 

negot.  settlement 
10,000 

negot.  settlement 
10,200,000 

negot.  settlement 
1,000,000 

11,277,500 

negot.  settlement 
10,000 

negot.  settlement 
16,300,000 

16,355,000 

negot.  settlement 
i  10,000 

negot.  settlement 
9,500,000 

pending  trial 
or  settlement 

9,560,000 

negot.  settlement 
500,000 

pending  trial 
or  settlement 

500,000 

;    negot.  settlement 
i  10,000 

negot.  settlement 
27,000,000 

nolo  contendere 
617,750 

negot.  settlement 
8,300,000 

negot.  settlement 
5,200,000 

41,977,750 

;   negot.  settlement 
I  10,000 

negot.  settlement 
14,000,000 

acquitted 

pending  trial 
or  settlement 

pending  trial 
or  settlement 

14,040,000 

pending 
settlement 

nolo  contendere 
67,125 

negot.  settlement 
7,400,000 

7,467,125 

nolo  contendere 
431,000 

negot.  settlement 
32,700,000 

33,131,000 

negot.  setttlement 
10,000 

negot.  settlement 
7,800,000 

pending  trial 
or  settlement 

negot.  settlement 
2,000,000 

9,850,000 

nolo  contendere 
50,000 

negot.  settlement 
14,500,000 

14,550,000 

negot.  settlement 
10,000 

negot.  settlement 
6,900,000 

acquitted 

negot.  settlement 
500,000 

negot.  setttlement 
1,700,000 

negot.  settlement 
2,000,000 

11,145,000 

negot.  settlement 
7,400,000 

negot.  settlement 
2,000,000 

9,400,000 

pending  trial 
or  settlement 

>  negot.  settlement 
10,000 

negot.  settlement 
9,500,000 

nolo  contendere 
632,000 

negot.  settlement 
39,000,000 

negot.  settlement 
5,000,000 

54,177,000 

negot.  settlement 
11,300,000 

11,300,000 

;  negot.  settlement 
!  120,000 

negot.  settlement 
40,231,000 

guilty(3) 
1,300,000 

negot.  settlement 
3,000,000 

nolo  contendere 
243,500 

negot.  settlement 
79,000,000 

pending  trial 
or  settlement 

127,619,500 

nolo  contendere 
95,000 

nolo  contendere 
61,500 

513,700 

275,000 

186,131,000 

2,145,000 

7,500,000 

2,648,625 

297,200,000 

30,000,000 

535,409,320 
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in  this  case  evidently  were  ex-employees 
in  that  industry.  Many  of  the  companies 
involved  were  the  same  and  the  nature  of 
the  alleged  conspiracy  was  precisely  the 
same:  Managers  had  agreed  not  to  under- 
bid one  another  on  established  accounts. 

The  majority  of  defendants  pleaded 
nolo  contendere:  Company  fines  totaled 
$2.6  million,  individual  fines  $61,500. 
The  inevitable  class  lawsuit  that  fol- 
lowed is  proceeding  in  Houston  but  the 
cost  has  already  been  tremendous.  To 
date,  23  companies  have  settled  for  $300 
million.  Eleven  companies  have  not  yet 
settled.  In  addition  there  are  ten  suits 
filed  by  companies  that  probably  will  opt 
out  of  the  class  action.  Millions  more 
could  be  involved. 

The  consumer  bag  case  is  on  a  much 
smaller  scale.  In  1976  five  companies  and 
ten  individuals  were  indicted.  Two  com- 
panies and  three  individuals  pleaded  nolo 
contendere.  Fines  totaled  over  $2.1  mil- 
lion. In  the  class-action  suit  that  fol- 
lowed in  the  wake  of  the  government's 
action,  all  the  companies  negotiated  set- 
tlements totaling  $7.5  million. 

The  troubles  are  not  over.  Yet  another 
grand  jury,  this  time  investigating  the 
paper  industry  in  general,  is  currently 
completing  its  work — also  in  Philadel- 
phia. No  indictments  have  yet  been 
handed  down,  but  that  has  not  prevented 
private  suits  from  springing  up.  A  class 
action  against  fine  paper  producers  is 


proceeding.  Champion  International  has 
revealed  that  investigations  into  the 
multiwall  bag  industry — heavy-duty 
bags — and  the  milk  carton  industry  are 
also  proceeding. 

The  whole  situation  is  proving  not 
only  costly  to  the  forest  products  indus- 
try but  immensely  embarrassing.  There 
were  few  extenuating  circumstances  and 
the  government  had  a  great  deal  of  firm 
evidence.  Since  1897  price-fixing  has 
been  illegal  per  se  in  the  U.S.  The  De- 
partment of  Justice  need  prove  only  that 
ostensible  competitors  agreed  to  sell  at  a 
certain  price.  It  does  not  have  to  show 
that  the  price  was  unreasonably  high  or 
that  consumers  were  hurt  or  even  that 
the  agreement  held.  The  law  has  been 
interpreted  to  mean  that  price-fixing  is  a 
crime  without  consideration  as  to 
whether  its  effects  were  good,  bad  or 
indifferent.  It  really  had  to  be  read  that 
way.  Had  it  required  evidence  that  prices 
were  fixed  unreasonably  high,  the  courts 
would  have  been  put  in  the  position  of 
defining  the  indefinable. 

But  the  law  leaves  unanswered  what 
one  economist  calls  the  most  interesting 
questions:  What  was  the  effect  of  the 
conspiracies  on  the  economy  and  on  the 
public?  Did  they  raise  prices?  Did  they 
restrict  output?  If  so,  by  how  much? 

The  treble-damage  actions,  of  course, 
try  to  get  some  handle  on  the  question: 
How  much  was  the  buyer  hurt?  To  an- 


swer, one  has  to  know  what  the  prices 
would  have  been  without  the  conspir- 
acy— ultimately  unknowable,  of  course. 
There  may  be  some  evidence;  for  exam- 
ple, someone  may  have  testified  that  his 
company  raised  prices  2%  or  10%.  On 
that  basis  opposing  lawyers  haggle. 

W.  Bruce  Erickson,  a  professor  of  busi- 
ness and  government  at  the  University 
of  Minnesota,  is  one  of  the  few  econo- 
mists who  have  attempted  empirical 
work  in  the  field.  He  believes  that  usual- 
ly price  cartels  do  raise  consumer  prices. 
The  pattern,  he  says,  is  for  prices  to  fall 
after  the  conspiracy  has  been  uncovered. 
Then,  after  the  inefficient  firms  have  left 
the  business,  prices  go  up  again  but  not 
as  high  as  before — because  only  the  more 
efficient  producers  are  left. 

But  consider  this:  Contrary  to  what 
most  people  would  expect,  price-fixing  is 
most  likely  to  occur  where  profits  are 
low.  Two  Rutgers  University  professors, 
Peter  Asch  and  Joseph  Seneca,  have  done 
statistical  work  which  shows  an  absolute 
correlation  between  firms  that  conspire 
on  prices  and  low  profits.  Erickson,  too, 
cites  low  profits  as  one  of  the  conditions 
that  frequently  lead  to  collusion,  particu- 
larly if  the  low  profits  are  a  result  of 
overcapacity. 

Low  profits  and  overcapacity  were  cer- 
tainly conditions  familiar  to  the  paper 
industry  throughout  the  Sixties.  We  do 
not  really  know  what  was  in  the  minds 
of  the  price-fixers.  But  it  may  well  have 
been  survival.  Had  they  failed  to  prevent 
losses,  their  boards  might  have  doomed 
the  divisions  they  ran  and  with  them 
their  jobs  and  those  of  the  workers.  The 
price-fixing  may,  in  those  conditions, 
have  contributed  to  survival  of  the  wea- 
kest and  the  preservation  of  jobs.  It  may 
well  have  served  to  stave  off  further  con- 
centration in  the  industry. 

But  none  of  this,  of  course,  is  a  defense 
under  the  law. 

At  any  rate,  the  whole  subject  of  pric- 
ing has  become  a  minefield  for  manage- 
ment and  a  lovely  shooting  gallery  for 
ambitious  bureaucrats  and  lawyers.  Un- 
der the  circumstances,  businessmen 
would  do  well  to  study  the  Illinois  Brick 
decision  (Fokbes,  Jan.  22).  In  it  the  Su- 
preme Court  ruled  that  the  ultimate  con- 
sumer— the  fellow  who  buys  and  eats  the 
cornflakes — does  not  have  the  right  to 
sue  the  producers  of  folding  boxes;  only 
the  manufacturer  can  sue.  But  the  anti- 
business  groups  in  Congress  are  working 
to  overrule  the  Supreme  Court.  Last 
month  the  Senate  Judiciary  Committee 
voted  to  report  out  a  bill  sponsored  by 
Senator  Edward  M.  Kennedy  that  would 
give  the  cornflakes  eater  a  chance  to  sue. 
If  this  bill  passes,  price-fixing  cases  like 
the  forest  products  ones  could  end  up 
costing  an  industry  not  just  a  half  billion 
dollars  but  many  billions.  Not  merely 
embarrassment  and  inconvenience  but 
ruin  could  result.  ■ 


Phantom  freight 

Simple  price-fixing  isn't  the  only  way 
to  run  afoul  of  the  antitrust  laws  as 
some  members  of  the  forest  products 
industry  have  discovered.  Producers 
of  southern  plywood  are  deeply  em- 
broiled with  the  Federal  Trade  Com- 
mission in  a  case  that  could  turn  out 
to  be  the  costliest  of  them  all.  The 
issue  is  parallel  use  of  a  particular  pric- 
ing formula. 

In  the  early  1970s  an  association  of 
southern  plywood  buyers  ran  to  the 
Feds  with  a  complaint  that  they  were 
being  made  to  pay  "phantom"  freight 
charges  on  plywood  produced  in  the 
South.  Among  others,  they  alleged, 
five  major  producers — Georgia-Pacif- 
ic, Weyerhaeuser,  Boise  Cascade, 
Champion  International  and  Willam- 
ette Industries — were  charging  them 
the  same  price  for  plywood  produced 
in  local  mills  as  for  plywood  produced 
far  away  in  the  Pacific  Northwest  and 
transported  to  the  South;  in  short, 
they  maintained  that  "phantom" 
freight  charges  were  added  to  the 
price  of  the  local  product. 

An  FTC  administrative  law  judge, 
Morton  Needleman,  found  the  prac- 
tice illegal.  He  conceded  there  was 
little  evidence  of  an  overt  price  con- 
spiracy— no  smoking  gun — but  he 


ruled  that  parallel  use  by  all  the  pro- 
ducers of  an  artificial  pricing  formula, 
one  that  deprived  customers  of 
cheaper  raw  material,  was  clearly  con- 
trary to  the  antitrust  laws.  The  com- 
panies argued  that  the  formula  was  a 
fair  and  simple  way  to  equalize  ply- 
wood prices.  The  full  commission  last 
year  upheld  the  judge  and  found  the 
companies  guilty  as  charged,  although 
it  admitted  that  this  was  a  "close  and 
unusual  case."  The  companies  have 
appealed  to  the  courts. 

Meanwhile,  private  suits  have  pro- 
liferated. They  were  consolidated  as  a 
class  action  in  New  Orleans.  Last  No- 
vember a  jury  in  that  case  found  that 
there  had  been  a  price-fixing  conspir- 
acy and  that  the  three  companies  that 
had  not  reached  out-of-court  settle- 
ments were  a  party  to  it.  Huge  num- 
bers are  being  bandied  about — as 
much  as  $1.5  billion  in  claims  may  be 
involved.  Not  surprisingly  the  three 
companies — Weyerhaeuser,  Georgia- 
Pacific  and  Willamette — have  all  had 
their  1978  earnings  reports  qualified 
by  their  auditors.  Georgia-Pacific's 
1977  report  was  retroactively  quali- 
fied as  well. 

What  it  all  boils  down  to  is  this: 
Government  intervention  in  the 
whole  pricing  process  is  heating  up. 
For  better.  Or  for  worse.  — J.A.B. 
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Hold  that  shrug!  Watch  that  wink!  You  may  be 
fixing  prices  more  than  you  think. 


No  body  language, 
please 


You  know  you're  going  to  raise  your 
prices  to  industrial  customers  in 
30  days  and  it  would  be  decent  to 
let  them  know  what's  coming,  but  you 
daren't.  Why?  It's  against  the  law. 

Or  you're  an  editor  and  you  tell  your 
ace  reporter  to  find  out  how  much  steel 
is  going  up.  Hope  your  reporter  doesn't 
find  out;  he  could  end  up  in  jail. 

1984?  Maybe,  if  the  Federal  Trade 
Commission  has  its  way.  The  FTC  has 
just  brought  its  first  case,  against  four 
major  companies  selling  gasoline  lead  ad- 
ditives. The  complaint:  that  by  publicly 
announcing  their  prices  through  the  press 
the  four  have  fixed  prices.  The  proposed 
remedy:  no  more  public  or  press  an- 
nouncements on  prices,  no  more  selling 
at  a  transportation-included  price,  no 
more  promising  to  give  any  customer  the 
best  price  you  give  anyone  else. 

The  four — Ethyl  Corp.,  E.I.  du  Pont  de 
Nemours  &  Co.,  PPG  Industries,  Inc.  and 
Nalco  Chemical  Co. — will  fight  the  FTC 
order.  And  the  FTC  probably  will  keep 
appealing,  if  it  loses,  as  the  case  works  up 
from    an    administrative    law  judge 
through  the  four-member  commission 
i  itself,  and  then  into  the  federal  courts, 
i  The  First  Amendment  to  the  Constitu- 
i  tion — the  one  about  freedom  of  speech 
!  and  of  the  press — is  a  bit  of  a  problem, 
i  admits  the  FTC,  but  not  necessarily  that 
important  compared  with  the  risk  of 
possible  anticompetitive  pricing. 

The  government's  theory  is  called 
"price  signaling."  The  idea  is  that  smart 
operators  who  want  to  fix  prices,  particu- 
larly in  concentrated  industries,  don't 
need  to  meet  in  smoke-filled  hotel  rooms 
at  midnight.  They  just  tell  the  world 
what  they  are  doing  and,  voild,  every- 
body gets  the  message  and  falls  into  line. 

This  isn't  the  first  time  the  govern- 
ment has  tried  to  convince  the  courts 
that  businessmen  shouldn't  be  allowed 
i  to  talk  publicly  about  prices. 

Back  in  1972  the  Justice  Department 
brought  Sherman  antitrust  charges 
against  General  Motors  Corp.  and  the 


Du  Pout's  Irving  S.  Shapiro 


They  ruin  the  business,  then  sue. 

Ford  Motor  Co.  charging  price-fixing — 
actually  eliminating  price  discounts  on 
fleet  vehicle  sales — by  signaling  each 
other  about  their  positions  and  coming 
actions  through  speeches  and  stories  to 
the  press.  Eventually  the  federal  judge 
and  jury  threw  out  the  auto  price-signal- 
ing criminal  and  civil  cases,  but  zealous 
bureaucrats  don't  quit. 

Last  year  John  H.  Shenefield,  the  Ad- 
ministration's chief  trustbuster,  told 
Forbes  he  supported  the  conspiracy-via- 
signaling  theory.  It's  enough,  he  said,  for 
an  industry  such  as  steel  to  tell  the  gov- 
ernment what  it's  doing.  "As  to  whether 
it's  a  fit  subject  for  general  public  consid- 
eration, I'm  not  sure,"  the  assistant  at- 
torney general  said. 

In  the  Detroit  case  the  government 
couldn't  prove  any  conspiracy,  but  with 
the  FTC  rules  the  proof  of  conspiracy 
isn't  even  necessary. 

The  FTC's  complaint  is  that  the  com- 
panies sell  their  additives  only  at  a  trans- 
portation-included   price;    that  some 


promise  their  buyers  as  low  a  price  as 
anyone  gets;  that  all  use  a  30-day-ad- 
vance-notice-of-price-change  clause,  and 
often  tell  the  press  and  even  potential 
customers  of  coming  price  changes. 

Is  this  just  sensible  marketing?  Not  to 
the  FTC  gumshoes.  "The  practices 
amount,  under  the  circumstances  in  this 
industry,  to  a  modern  form  of  price-fix- 
ing," says  Alfred  F.  Dougherty  Jr.,  direc- 
tor of  FTC's  Bureau  of  Competition;  "so- 
phisticated advanced  price  signaling, 
usually  coupled  with  other  practices, 
achieves  similar  results  while  avoiding 
traditional  agreements." 

Couldn't  companies  in  concentrated 
industries  discover  their  competitors' 
prices  even  without  "signaling,"  just  by 
asking  their  customers?  "Yes,"  says  an 
FTC  man,  "but  the  customer  has  a  ten- 
dency to  lie." 

"They  drive  you  out  of  business,  and 
when  you  act  like  you  do  when  you're 
going  out  of  business  they  say  'we're 
filing  antitrust  suits,'  "  says  Irving  S. 
Shapiro,  Du  Pont's  chairman.  His  point: 
The  government  emission  regulations 
have  doomed  the  lead  additive  business. 
So,  with  sales  falling  anyway,  no  one  will 
allow  business  to  be  lost  because  a  com- 
petitor cuts  prices.  That  being  the  case, 
who  will  cut  prices  to  gain  market  share, 
he  asks?  Also,  "it's  absolutely  necessary 
for  us  to  advise  our  customers  in  advance 
what  they'll  have  to  pay  for  raw  materi- 
als," he  says. 

Dougherty  says  there  were  18  lockstep 
price  increases  in  4  years;  Du  Pont's  law- 
yer says  that  is  untrue:  There  were  18 
price  changes,  including  6  price  cuts,  and 
9  changes  connected  to  changes  in  the 
price  of  lead. 

Prices  on  consumer  items,  such  as  auto- 
mobiles, are  different.  "In  consumer  prod- 
ucts the  public  interest  might  outweigh 
the  anticompetitive  aspects,"  says  the 
agency.  But  a  few  years  ago  the  Justice 
Department  did  try  to  use  the  signaling 
theory  in  a  case  against  carmakers. 

As  for  free  speech  and  freedom  of  the 
press,  Shapiro  of  Du  Pont  says:  "That's  a 
prior  restraint  if  I  ever  heard  of  one." 
Dougherty  of  the  FTC  says,  "The  test 
under  the  First  Amendment,  basically,  is 
whether  a  restraint  on  speech  is  reason- 
ably necessary  to  prevent  the  unfair  com- 
petitive practices.  We  believe  that  that 
necessity  will  be  established  by  the  re- 
cord in  this  case." 

What  about  the  press?  If  an  editor  tells 
his  reporter  to  get  the  steel  industry's 
prices,  and  he  gets  them,  wouldn't  the 
FTC  want  to  know  where  the  price  infor- 
mation came  from,  to  see  if  it  was  signal- 
ing? And  if  the  reporter  wouldn't  talk, 
and  they  often  don't,  couldn't  he  end  up 
in  jail?  The  FTC  lawyer  smiles  and  says 
it  probably  wouldn't  come  to  that.  But  no 
guarantees.  What  about  extrasensory 
perception?  The  FTC  apparently  hasn't 
figured  out  what  to  do  about  that.  Yet.  ■ 


FORBES,  JUNE  25,  1979 


37 


scales  •  Pratt  &  Whitney  and  Elox  production  equipment 
Quincy  compressors  •  Central  Moloney  transformers 

□  Chandler  Evans  fuel  controls  •  Fairbanks  Morse 
pumps  •  Holley  carburetors  □  Garlock  industrial  seals 

□  Menasco  shock  mrtigation  systems  □  Colt  firearms 

Colt  Industries 


All-Steel  8000  Series  Systems  Furniture: 

New  freedom  of  design  for  your  office  plan.  \ 

Consider  the  possibilities  inher- 
ent in  the  8000  Series.  At  one 
extreme,  it  is  a  complete  system 
of  integrated,  modular  compo- 
nents which  you  can  combine 
to  create  immediately  the  total 
office  plan  you  want. 

At  the  other  extreme,  you  can 
introduce  8000  Series  compo- 
nents into  your  existing  office 
piece-by-piece.  The  transition 
will  be  smooth  because  Series 
8000  components  are  com- 
patible with  conventional 
free-standing  furniture. 

As  growth,  change,  or  reloca- 
tion require,  Series  8000  com- 


ponents can  be  rearranged 
quickly  and  easily  to  meet  your 
new  needs. 

To  learn  how  smoothly  our 
8000  Series  Systems  furniture 
can  meet  your  present  and 
future  needs,  write  All-Steel  Inc., 
Aurora,  IL  60507. 


/ILL- STEEL 

ONE  OF  THE  LSIM  COMPANIES 


Showrooms  in: 
New  York:  212/752-2610 
Aurora:  312/859-2600 
Chicago:     312  321-9220 
Los  Angeles:  213/659-2000 
In  Canada: 
All-Steel  Canada  Ltd. 
Montreal.  Toronto 


Ghaith  Pharaon,  who  likes  to  present  himself 
as  a  sort  of  Benjamin  Graham  in  a  burnoose, 
has  plunked  down  millions  of  dollars  lately. 
What  has  he  gotten  for  the  money? 


Buying  by  the 
it  of  his  i 


By  Allan  Sloan 
and  Elizabeth  Bailey 


pants 


\Saudi  businessman  Ghaith  Pharaon  in  his  hotel  suite 
ft  taste  far fine  cigars  and  eight-digit  deals. 


Ghaith  Rashad  Pharaon,  multina- 
tional tycoon,  Harvard  M.B.A. 
and  head  of  one  of  Saudi  Arabia's 
largest  companies,  is  sitting  in  a  smoke- 
filled  suite  at  the  posh  Regency  Hotel  in 
New  York  dropping  names  of  multimil- 
lion-dollar deals  like  cupcakes.  There  are 
a  lot  of  names  to  drop — $150  million 
worth  of  this  and  that  bought  by  Pharaon 
in  the  past  18  months,  plus  millions 
more  in  the  years  before  that.  Those 
deals  make  Pharaon,  the  38-year-old  son 
of  an  adviser  to  the  Saudi  royal  family, 
one  of  the  largest  individual  cash  buyers 
of  corporate  properties  in  the  world. 

Ghaith  Pharaon  first  surfaced  on  the 
American  investment  scene  in  1975, 
when  he  bought  control  of  the  Bank  of 
the  Commonwealth  in  Detroit  for  just 
under  $10  million.  What  has  he  been  up 
to  since  then?  Where  has  he  been  getting 
his  money  from?  How  has  he  been  do- 
ing? For  answers,  let's  return  to  the 
smoke-filled  suite  at  the  Regency,  where 
Pharaon  and  his  entourage  of  well- 
dressed  Saudis,  Frenchmen  and  Ameri- 
cans are  puffing  away  on  cigars  so  big 
and  so  numerous  that  one  of  the  men 
graciously  gets  up  to  open  a  window  so 
the  Forbes  reporters  can  breathe. 

Pharaon,  speaking  excellent  and  only 
lightly  accented  English,  is  having  trou- 
ble remembering  everything  he  has 
bought  lately — entirely  understandable, 
considering  how  much  there's  been: 

•  $60  million  for  10%  of  Montedison, 
the  ailing  Italian  conglomerate. 

•  $20  million  for  5%  of  BSN-Gervais 
Danone,  the  French  conglomerate  that 
bottles  Evian  water. 

•  $14.7  million  for  60%  of  National 
Bank  of  Georgia,  which  is  still  trying  to 
recover  from  Bert  Lance's  regime. 

Then  there  are  the  small  deals,  running 
to  only  seven  digits:  $7  million  for  45% 
of  an  office-hotel  complex  in  Dallas,  $5.6 
million  for  20%  of  CRS  Design  Asso- 
ciates of  Houston,  $5.1  million  for  36% 
of  Sam  P.  Wallace  of  Dallas  (Forbes,  Oct 
1,  1977),  $4  million  for  50%  of  a  32,000- 
acre  tract  in  Louisiana,  $3.3  million  for 
49%  of  SNCI,  a  French  construction 
company,  $3.4  million  for  10%  of  the 
Pritzker  family's  Hyatt  International,  $2 
million  for  50%  of  a  Malaysian  palm  oil 
refinery.  There  is  so  much  to  remember 
that  one  deal  even  slips  Pharaon's  mind 
entirely.  "Oh  yes,  I  forgot,"  he  says,  after 
being  prompted  by  a  subordinate.  "Two 
months  ago,  I  bought  Miron  from  Gen- 
star."  That's  Genstar  Ltd.'s  Miron  ce- 
ment plant  in  Montreal.  Price:  $37  mil- 
lion (U.S.). 

This  all  adds  up  to  a  lot  of  money, 
especially  for  someone  who  had  to  bor- 
row from  his  father  to  set  himself  up  in 
business  less  than  15  years  ago.  And  the 
listed  investments  don't  begin  to  include 
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everything  Pharaon  has  invested  in — a 
million  shares  of  Occidental  Petroleum 
(neither  he  nor  Oxy  will  say  if  he  still 
owns  them)  and  $17  million  to  build  up 
International  Systems,  a  Mobile,  Ala. 
building  components  company. 

It  is  impossible  to  value  his  private 
purchases.  What's  a  cement  plant  in 
Montreal  worth?  Would  an  objective 
buyer  pay  $17  million  for  International 
Systems  tomorrow?  But  of  those  hold- 
ings that  can  be  valued,  it  is  clear  that  he 
has  done  badly.  Pharaon's  known  hold- 
ings in  publicly  traded  U.S.  companies 
were  recently  selling  38%  below  what  he 
paid.  Abroad,  he  has  headaches,  too. 
Pharaon  is  reportedly  calling  for  tighter 
auditing  of  Montedison  to  make  sure 
Italian  politicians  don't  take  money  out 
of  it.  Isn't  that  the  type  of  thing  a  pru- 
dent investor  would  do  before  putting  $60 
million  into  the  company? 

Despite  this,  Pharaon  seems  to  have 
no  shortage  of  investment  funds. 
Where's  the  money  coming  from?  Phar- 
aon says  every  nickel  he  invests  is  his  or 
his  family's.  "I  prefer  not  to  handle  other 
people's  money,"  he  says.  "I  don't  like 
the  responsibility.  I  don't  need  to  be  an 
agent."  But  given  the  nature  of  Saudi 
Arabia  and  Pharaon's  own  history — he 
was  a  middleman  in  a  1967  arms  deal, 
and  has  settled  with  the  Wallace  com- 
pany about  his  claim  for  over  $  1  million 
in  fees  for  generating  Saudi  business — 
many  close  observers  assume  all  the 
money  Pharaon  invests  isn't  his  alone. 

"Sometimes  he  seems  to  be  buying  for 
himself,  sometimes  for  others,"  says  a 
well-connected  Middle  Eastern  banker. 
Pharaon's  associates  include  Khalid  ibn 
Mahfouz,  head  of  the  National  Commer- 
cial Bank  of  Jeddah,  an  old  friend  and 
investment  partner.  Then  there  is  Kamal 
Adham,  former  head  of  Saudi  Arabia's 
CIA.  And  there's  Agha  Hasan  Abedi,  the 
Pakistani  who  runs  the  controversial 
London-based  Bank  of  Credit  and  Com- 
merce International.  Abedi 's  bank  has 
lent  money  to  Pharaon,  introduced  Phar- 
aon to  Bert  Lance,  has  paid  Lance  "con- 
sulting" fees  and  was  involved  in  an  al- 
leged scheme  to  have  a  group  of  Middle 
Eastern  Arabs  take  over  Financial  Gener- 
al Bankshares  without  filing  the  neces- 
sary SEC  disclosures. 

Nevertheless,  Pharaon  insists,  his  in- 
vestment kitty  is  generated  by  the  fam- 
ily business,  Saudi  Research  &.  Develop- 
ment Corp. — REDEC  for  short.  Founded 
by  Pharaon  in  1965  with  $150,000  bor- 
rowed from  his  father,  a  long-time  politi- 
cal adviser  to  the  royal  family,  REDEC  is 
involved  in  massive  Saudi  construction 
projects  and  has  interests  ranging  from 
catered  lunches  to  building  water  desali- 
nation plants  and  hotels  to  plans  to  im- 
port vegetables  from  Tunisia  and  pasta 
from  Italy. 

REDEC  did  more  than  $1  billion  of 
business  last  year,  Pharaon  says,  though 


he  won't  say  how  much  it  netted.  The 
company,  he  says,  is  61%  owned  by  him, 
25%  by  his  brother,  Wabel,  and  7%  each 
by  another  brother  and  a  sister.  The 
company's  net  worth  is  put  at  $150  mil- 
lion by  Pharaon:  "That's  ten  times  what 
it  was  five  years  ago,  and  one-tenth  what 
it  will  be  five  years  from  now." 

Pharaon  started  REDEC  in  1965  when 
he  returned  to  Saudi  Arabia  after  getting 
his  Harvard  M'.B.A.  Before  that,  he'd 
been  to  the  Colorado  School  of  Mines, 
then  got  an  engineering  degree  from 
Stanford.  "My  father  decided  I  had  be- 
come too  much  of  a  professional  stu- 
dent," he  says.  "I  was  accepted  at  both 
Harvard  Law  School  and  Business 
School,  but  decided  to  go  to  the  business 
school  because  it  was  two  years  instead 
of  three."  At  Harvard  from  1963  to  1965, 
Pharaon  also  acquired  a  taste  for  playing 
the  stock  market.  He  says  he  and  four 
fellow  students  formed  a  stock  club  and 
made  $100,000  in  profits.  "More,"  he 
admits  somewhat  sheepishly,  "than  I 


Pharaon  would  like  to  be  con- 
sidered an  astute  investor: 
"We  do  not  look  at  what  the 
stock  prices  will  do,*'  he  says 
airily.  "The  stock  market  [on 
a  given  day]  is  not  an  indica- 
tor of  what  a  company  is 
worth  or  not  worth." 


made  on  the  Commonwealth  bank." 

When  he  picked  up  Bank  of  the  Com- 
monwealth, Pharaon  became  the  first 
Middle  Eastern  Arab  to  buy  control  of  a 
billion-dollar  U.S.  bank.  Apart  from 
that,  it  brought  him  no  distinction.  The 
investment  was  so  bad  that  Pharaon 
ultimately  sold  his  Commonwealth 
stock,  at  cost,  to  First  Arabian  Corp., 
whose  chairman,  Roger  Tamraz 
(Forbes,  Mar.  5,  1979),  had  advised  him 
to  buy  it.  The  current  market  value  of 
the  stock  Pharaon  sold  First  Arabian  is 
under  $2  million. 

Pharaon  had  said  he  wanted  to  use  the 
Bank  of  the  Commonwealth  as  a  link 
between  American  expertise  and  Middle 
Eastern  money.  He  made  a  similar  state- 
ment when  he  bought  control  of  Nation- 
al Bank  of  Georgia.  He  likes  to  voice  the 
same  noble  sentiment  in  his  speeches  in 
America.  But  the  only  deal  Pharaon  sent 
to  Commonwealth  that  the  bank's  man- 
agement would  accept  was  a  letter  of 
credit  for  the  purchase  of  International 
Harvester  bus  chassis  by  the  Saudi  gov- 
ernment. The  bank  had  hoped  to  gain  a 
few  days  of  float  by  getting  the  money 
before  it  was  due  to  IH  but  didn't  get  it 
because  of  foul-ups  in  the  deal. 

With  the  FDIC  demanding  that  new 
outside  capital  be  invested  in  the  bank  as 
the  price  for  renewing  the  $35.5  million 
emergency  loan  it  made  to  Common- 


wealth in  1971,  Pharaon  walked  away 
and  stuck  First  Arabian  with  the  stock. 
When  asked  about  the  Commonwealth 
episode  Pharaon  smiles,  flicks  a  cigar  ash 
from  his  well-cut  brown  suit  and  says 
only:  "It  provided  a  great  deal  of  learning 
experience." 

Ghaith  Pharaon  is,  the  record  suggests, 
still  learning.  His  investment  philos- 
ophy, he  tells  us,  consists  of  looking  at 
deals  brought  to  him,  then  buying  in  if 
they  seem  right.  His  sources  of  invest- 
ment leads  and  advice  range  from  banker 
Abedi  to  First  Arabian's  Tamraz  to  a 
Bible-class  acquaintance  of  a  friend  of 
Frank  Van  Court,  who  manages  Phar- 
aon's U.S.  enterprises.  Van  Court,  36,  is  a 
former  partner  in  the  Houston  law  firm 
of  presidential  hopeful  John  Connally, 
Pharaon's  U.S.  lawyer. 

Pharaon  would  like  to  be  thought  of 
as  a  contemplative,  astute  investor  who 
finds  good  assets  that  have  been  under- 
valued by  the  market — a  sort  of  Benja- 
min Graham  in  a  bumoose.  "We  do  not 
look  at  what  the  stock  prices  will  do," 
Pharaon  says  airily.  "The  stock  market 
[on  a  given  day]  is  not  an  indicator  of 
what  a  company  is  worth  or  not 
worth." 

It's  a  good  thing  Pharaon  isn't  worried 
about  stock  prices  because,  by  that  stan- 
dard, he  has  taken  a  hell  of  a  licking  on 
his  U.S.  investments.  His  publicly  trad- 
ed stacks  were  selling  recently  at  an 
aggregate  price  of  $17.9  million,  down 
from  the  $28.8  million  he  paid  for  them. 
And  that  loss  doesn't  include  the  "op- 
portunity cost"  of  the  capital  Pharaon 
invested  without  getting  a  return  on  it. 
Pharaon's  best  stock  pick  was  one  he 
didn't  follow  through  on — OKC  Corp.  of 
Dallas.  He  wanted  to  buy  950,000  shares 
at  21,  but  backed  away  because  the  SEC 
was  investigating  the  company.  Recent 
price  of  OKC:  over  36,  or  $14  million  of 
foregone  profits.  National  Bank  of  Geor- 
gia, Pharaon's  biggest  known  publicly 
traded  U.S.  investment,  is  recovering 
from  its  Lance  days.  But  on  the  basis  of 
its  recent  12-month  operating  earnings, 
$1.14  per  share,  the  bank  has  a  long  way 
to  go  before  it  can  earn  the  $3  or  so  a 
share  it  would  take  to  justify  the  $20  a 
share  Pharaon  paid  for  his  stock.  The 
only  one  of  Pharaon's  investments  that 
had  been  doing  well  was  the  Wallace 
company,  a  mechanical  contracting 
firm.  But  Wallace  recently  reported  a 
large,  unexpected  second-quarter  loss, 
and  cut  its  dividend. 

Pharaon,  who  says  he  never  read  Ben 
Graham's  classic,  The  Intelligent  Investor, 
at  Harvard,  explains  that  he  looks  for 
basic  worth  and  assets.  Who  knows? 
Maybe  Montedison  will  prove  a  winner. 
Maybe  National  Bank  of  Georgia  is  a 
truffle  on  the  forest  floor.  But  so  far  Phar- 
aon, the  consummate,  urbane  multina- 
tional investor,  still  hasn't  made  it  to  the 
head  of  his  investment  class.  ■ 
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INTRODUCING  THE 
OLIVETTI  ELECTRONIC  TYPEWRITERS 

ET221-ET201 


Olivetti  ET  221  and  ET  201  are  the  instruments 
that  help  to  improve  the  quality  of  office  work:  they 
save  time,  eliminate  tedious  tasks  transforming  rou- 
tine typing  into  a  more  productive  function. 

Each  model  is  capable  of  interacting  with  the 
typist  -  ET  221  has  an  entry  display,  ET  201  a  control 
display.  Both  typewriters  have  editing  facilities  and 
store  recurrent  sentences  and  page  layouts;  they 
perform,  on  their  own,  right-hand  margin  justifica- 
tion, paragraph  indentation  and  even  corrections 
on  the  current  or  previous  line. 

The  new  Olivetti  electronic  typewriters  give 
you  a  choice  not  only  of  a  change  in  typestyle  - 
interchangeable  daisy-wheel  -  but  also  in  type 


pitch  and  colour.  Plus  the  possibility  of  normal  and 
bold  faces  without  removing  the  printing  element. 

Working  almost  silently,  ET  221  and  ET  201 
perfect,  simplify  and  bring  a  welcome  change 
into  each  stage  of  everyday  typing. 

For  more  information  contact  Olivetti  Corpora- 
tion of  America,  Electronic  Typewriter  Division  at: 

500  Park  Avenue 
New  York,  N  Y.  10022 


Manufactured  in  the  USA. 


Olivetti 


The  world's  best  designed  products,  inside  and  out. 


At  last  Olympia  Brewing  has  begun  to  make 
some  elementary  moves  in  order  to  stay  alive 
in  the  beer  business.  But  are  they  enough? 


Too  little, 
too  late? 


By  John  Merwin 


SALMON  STILL  SWIM  UPSTREAM  beside 
Olympia  Brewing  Co.  headquar- 
ters, 65  miles  south  of  Seattle.  In 
the  roiling  U.S.  beer  market  that's  what 
Olympia  itself  is  doing,  too.  Once  a  very 
profitable  regional  brewer,  Olympia  is 
fast  losing  both  profits  and  market  posi- 
tion. Ten  years  ago  Olympia  made  more 
than  $8  million  on  sales  of  $180  million. 
Last  year  it  netted  only  $6.3  million  on 
sales  of  $372  million.  Dividends  haven't 
been  raised  in  three  years.  Oly's  market 
share  and  barrels  sold  have  been  falling. 
In  its  home  state  of  Washington,  Olym- 
pia has  been  overtaken  by  Rainier,  a  local 
brew  bought  by  G.  Heileman  Brewing 
Co.  and  smartly  managed  by  them  ever 
since.  In  California,  Oly's  most  impor- 
tant market,  first-quarter  volume  fell 
8.7%  and  the  company's  market  share 
tumbled  from  9.3%  to  7.5%.  Today  the 
nation's  seventh-largest  brewer,  Olym- 
pia will  slip  to  eighth  if  Detroit-based 
Stroh  acquires  the  East  Coast's  F.&M. 
Schaefer. 

Like  Schlitz,  Pabst  and  Coors,  Olym- 
pia is  being  heavily  outspent  by  nation- 
wide giants  Anheuser-Busch  and  Miller. 
The  company's  future  as  an  independent 
brewer  probably  will  be  decided  under  its 
39-year-old  president,  Leopold  F.  (Rick) 
Schmidt,  who  went  to  work  in  1959  as  a 
scrub  boy  in  the  company  founded  by  his 
great-grandfather.  ("They  handed  me  a 
bucket  and  a  brush  and  said,  'Here's  the 
brass,  polish  it.'  ")  Schmidt  worked  at  a 
number  of  jobs  in  the  company  before 
replacing  his  uncle,  Robert  A.  Schmidt, 
as  president  in  1974. 

Throughout  most  of  its  83-year  histo- 
ry, Olympia  had  been  known  as  a  West 
Coast  brewer.  As  recently  as  four  years 
ago,  in  fact,  Olympia  operated  one  brew- 
ery and  turned  out  only  one  label,  its 
light-tasting  Olympia  beer.  It  wasn't  un- 
til 1975  that  Oly  broke  out  of  the  mold 
by  acquiring  Theodore  Hamm  Co.  of  St. 
Paul,  Minn,  for  $15  million  cash  and  $7 


Olympia  President  Rick  Schmidt 

Can  he  find,  the  company  a  future? 

million  for  inventories.  It  was  to  cost  a  lot 
more.  Soon  after  the  acquisition  Oly  took 
a  26-day  strike  at  Hamm's  and  later  was 
sued  by  a  group  of  Hamm's  distributors, 
angry  at  Olympia  for  dropping  them.  The 
suits  were  settled  for  $2.76  million,  after- 
tax. "We  didn't  anticipate  all  of  Hamm's 
troubles,"  Schmidt  says.  "After  that  first 
acquisition  we  learned  a  good  deal  about 
how  to  act  in  that  process." 

The  merger  of  San  Antonio's  Lone  Star 
Brewing  into  Olympia  in  1976  went 
smoother,  but  again  Oly  paid  a  price  for 
entry  into  a  fiercely  competitive  market. 
Olympia  acquired  Lone  Star  just  as  the 
Texas  brewer  was  being  battered  by 
Coor's  first  large-scale  invasion  of  Texas. 
Then  Olympia's  stock  dropped  to  23 


from  over  60  in  a  few  days,  the  result  of 
an  alleged  outside  stock  manipulation. 

Last  year  Olympia's  barrelage  again 
declined.  About  midyear  the  company 
killed  its  unsuccessful  Olympia  ad  cam- 
paign (with  the  slogan  "Come  taste 
Olympia's  world"),  leaving  the  Olympia 
brands  without  effective  advertising  as 
Olympia  executives  retreated  to  plan 
new  strategy. 

With  three  breweries  and  seven  brands 
Olympia  is  better  positioned  to  find  a 
future.  But  can  it  do  so?  Olympia  is  now 
operating  at  only  70%  of  capacity,  well 
below  the  industry  average  of  about  80% . 
(Anheuser-Busch  and  Miller  are  thought 
to  be  operating  near  capacity.)  Olympia's 
profit  margins  (1.7%  of  sales)  are  omi- 
nously thin.  "They  won't  get  much  high- 
er," Schmidt  concedes,  "unless  we  can 
fill  those  breweries." 

If  Olympia's  task  is  formidable,  there 
are  some  hopeful  signs.  No  longer  )ust  a 
West  Coast  brewer,  Olympia  now  has 
brands  in  30  states.  Most  of  them  are 
west  of  the  Mississippi,  with  small  popu- 
lations but  high  per  capita  consumption. 
After  a  12-year  decline,  sales  at  Hamm's 
are  finally  turning  up,  in  part  due  to  the 
advertising  return  of  the  Hamm's  car- 
toon bear.  At  Lone  Star,  sales  are  up 
slightly  and  the  company  is  optimistic 
about  chances  for  its  new  Lone  Star 
Light  entry  in  Texas'  unusually  big  light- 
beer  market.  Also,  Oly  is  about  to  begin 
distributing  Grenzquell,  a  German  beer, 
its  first  entry  in  the  fastest  growing 
and  most  profitable  segment  of  the  in- 
dustry, imports. 

But  Olympia's  future  depends  largely 
on  whether  it  can  get  sales  of  regular 
Olympia — its  oldest  and  best-selling 
brand — moving  again  in  a  business  in- 
creasingly dominated  by  the  big  national 
brands.  Between  them  last  year,  An- 
heuser-Busch and  Miller  divided  44%  of 
the  total  U.S.  beer  market.  On  a  cost-per- 
barrel  basis,  for  example,  Anheuser- 
Busch's  advertising  expenditures  aren't 
all  that  much  greater — $2.80  per  barrel  vs. 
Olympia's  $2.72.  But  Busch  sold  so  many 
more  barrels  (41.6  million  fs  6.7  million) 
that  it  poured  $117  million  into  advertis- 
ing last  yearr.s.  Olympia's  $18  million. 

Olympia  has  just  come  out  swinging 
with  a  tough  campaign  to  push  Oly  Gold, 
its  entry  in  the  light-beer  market.  The 
campaign,  most  of  it  on  TV,  shows  Oly 
Gold  and  four  competitors  and  hits  hard 
at  the  caloric  content  of  each.  (Oly  Gold 
is  the  lightest  of  the  five,  of  course,  with 
70  calories  per  12  ounces.)  In  some  mar- 
kets Olympia  plans  to  outspend  even 
Miller  Lite,  the  light-beer  leader.  The 
company  has  also  spent  about  $1  million 
on  a  new  ad  campaign,  now  in  final  test- 
ing, for  regular  Olympia  beer. 

Olympia  faces  a  sizable  gamble,  but  it 
really  has  no  choice.  Unless  Oly  can  get 
its  big  brands  moving  again,  its  future  as 
an  independent  is  cloudy  indeed.  ■ 
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When  you  restore 
San  Francisco's  oldest  house, 

you  do  it  right- 
with  Phelps  Dodge  copper. 


Built  in  the  rough  and  tumble  gold-rush  days  for  an 
18-year-old  bride  from  Louisiana,  this  landmark  building, 
San  Francisco's  oldest  unaltered  house,  is  now  being  reno- 
vated for  commercial  use. 

The  choice  in  plumbing?  Phelps  Dodge  copper. 

Remarkably  durable,  copper  tubing  won't  clog  or  rust 
under  normal  use.  Remarkably  safe,  it  won't  burn  or  give 
off  toxic  gases  if  exposed  to  fire.  Remarkably  cost  efficient, 
it  requires  no  expensive  extra  hangers  or  supports,  and  is 
easy  to  work. 

It's  these  kinds  of  advantages  that  spur  Phelps  Dodge 
to  mine  an  average  of  600  million  pounds  of  copper  a  year— 
nearly  20%  of  total  U.S.  production.  And  process  about  a 
billion  pounds  into  useful  products,  from  power  cable  to 
magnet  wire  to  telephone  cable. 

Today,  the  time-tested  list  of  reasons  to  choose  copper 
include  some  important  new  entries: 

•  America  is  virtually  self-sufficient  in  copper,  and 
needn't  depend  on  foreign  suppliers. 

•  Copper  is  easily  recycled— and  its  salvage  value  has 
more  than  doubled  in  the  last  25  years. 

•  Copper  conserves  energy,  requiring  about  half  as 
much  as  aluminium  to  produce,  pound  for  pound. 

If  you'd  like  to  find  out  more  about  copper  and 
Phelps  Dodge  (itself  nearly  150  years  old),  write  us. 
We'll  send  you  a  free  facts  booklet. 


Phelps  Dodges  the  time-tested  name 

in  copper. 


dodge 


300  Park  Avenue, 
New  York,  N.Y  10022 


You  can  never  thankyour  father  enough, 
but  at  least  you  can  give  him  Chivas  Regal. 

12  years  old  worldwide  ■  blended  scotch  whisky  -86  proof -general  wine  &  spirits  CO..  new  yorr,  n.y 


is  the  day  of  the  multinational  company  past?  Far  from  it.  The  big 
change  is  that  the  big  American  companies  are  no  longer  the  only 
players  in  the  game. 


A  game  any 
number  can  play 


By  James  Cook 


When  we  effected  the  Revolution,  we 
discovered  a  strange  thing.  There  was 
nothing  to  revolutionize.  Our  Minister 
of  Industry  looked  for  factories  to  na- 
tionalize and  there  were  none. 

In  John  Updike's  brilliant,  iconoclas- 
tic novel  Tl)e  Coup,  Colonel  Hakim 
Felix  Ellelloii,  a  black  former  soldier 
in  the  French  army,  makes  himself  dicta- 
tor of  the  mythical  African  land  of  Kush 
and  proclaims  a  Marxist-Leninist  state. 
Alas,  there  is  nothing  to  nationalize  and 
no  foreign  asset  to  seize.  How  can  he 
practice  scientific  socialism  when  there 
is  nothing  to  socialize? 

Poor  Dictator  Ellelloii.  If  only  he  had  a 
multinational  or  two  to  kick  around,  he 
could  be  like  the  presidents  of  Mexico, 
including  the  current  one,  who  court  left- 
ist support  by  fulminating  against  the 
evil  "transnational,"  while  at  the  same 
time  eagerly  seeking  their  technology 
and  investment. 

There  is  a  curious  syndrome  at  work 
here,  an  almost  pathological  love-hate 
relationship,  and  it  has  led  to  some  seri- 
ous misunderstandings.  Distracted  by  all 
the  sound  and  fury,  a  major  business 
magazine  recently  explained  "Why  the 
Multinational  Tide  is  Ebbing."  In  fact,  it 
is  doing  nothing  of  the  kind.  Investment 
by  U.S.  companies  abroad,  in  spite  of  the 
weakened  dollar,  has  been  growing  at  an 
annual  rate  of  at  least  10%,  and  possibly 
much  more  currently,  on  an  investment 
base  of  $164  billion. 

Moreover,  that  $164  billion  represents 
only  the  equity  portion  of  U.S.  invest- 
ment overseas.  Daniel  Arrill,  director  of 
the  Commerce  Department's  Invest- 
ment Policy  division,  thinks  that  this 
$164  billion  may  control  total  assets  of 
close  to  $500  billion.  The  head  of  the 
International  Chamber  of  Commerce 
once  figured  that  U.S.  multinationals 
churned  out  one-third  of  the  gross  world 
product.  The  specifics  don't  really  mat- 
ter: The  proportion  of  world  manufactur- 


ing and  trade  controlled  by  U.S.  compa- 
nies is  still  an  awesome  figure. 

What  has  changed,  however,  is  this: 
Foreign  companies — German,  Japanese, 
French,  Dutch,  British — which  formerly 
concentrated  on  export  are  now  serious 
players  in  the  multinational  game.  "Mul- 
tinational" is  no  longer  synonymous 
with  "American."  Not  only  are  foreign 
companies  crossing  their  national 
boundaries  to  challenge  the  big  U.S. 
companies  abroad,  they  are  also  mount- 
ing significant  competition  in  the  U.S. 
market.  The  foreigners  are  not  simply 
making  portfolio  investments  either,  but 
going  for  control — Canada's  Brascan  bid- 
ding for  F.W.  Woolworth,  Germany's 
Thyssen  taking  over  Budd  as  Hoechst 
had  taken  over  Foster  Grant,  Britain's 
Unilever  absorbing  National  Starch,  Ten- 
gelmann  buying  a  beachhead  in  A&P,  or 
Hongkong  &  Shanghai  going  after  Ma- 
rine Midland.  By  the  end  of  last  year, 
foreigners  had  picked  up  U.S.  properties 
with  sales  in  excess  of  $150  billion, 
equivalent  to  7%  of  the  U.S.  gross  na- 
tional product. 

As  these  crosscurrents  suggest,  the 
economic  balance  between  the  U.S.  and 
the  rest  of  the  world  has  shifted  dramati- 
cally. In  the  Sixties,  the  annual  growth  in 
per  capita  gross  national  product  was 
roughly  20%  higher  in  Europe  than  it 
was  in  the  U.S.,  roughly  285%  higher  in 
Japan.  As  a  natural  consequence  of  this 
disparity,  the  temptation  was  strong  for 


U.S.  companies  to  invest  where  the 
growth  was — to  go  multinational  on  a 
major  scale,-  by  the  same  token,  the  Japa- 
nese and  Europeans  had  every  reason  to 
stay  at  home  and  reap  the  rewards  of 
their  own  superior  growth. 

By  the  Seventies,  however,  the  U.S. 
and  European  economies  were  growing 
at  roughly  the  same  2.2%  annual  rate, 
while  the  Japanese  growth  rate  had 
dipped  from  over  9%  to  4.3%.  Mean- 
while, since  1970  the  dollar  had  been  cut 
down  to  size,  falling  roughly  40%  against 
the  guilder,  41%  against  the  yen,  45% 
against  the  mark,  59%  against  the  Swiss 
franc.  By  mid- 1978,  U.S.  labor  no  longer 
ranked  as  the  highest  paid  in  the  world. 
Hourly  compensation  was  14%  higher  in 
Germany,  20%  higher  in  Sweden  and  the 
Netherlands,  23%  higher  in  Belgium.  Eu- 
rope was  no  longer  the  superior  place  to 
invest,  and  both  Europeans  and  Japanese 
began  looking  elsewhere  to  channel  their 
energy  and  their  growth  capital. 

Too  bad  that  General  Charles  de 
Gaulle  didn't  live  to  see  it  happen- 
ing. He  fumed  that  U.S.  compa- 
nies were  buying  up  Europe  with  overval- 
ued dollars.  Now  the  shoe  is  on  the  other 
foot.  The  Europeans  are  buying  up  cheap 
U.S.  assets  with  their  overvalued  marks, 
francs  and  guilders. 

"Virtually  every  one  of  the  bases  for 
competitive  advantage  on  the  part  of 
U.S.  firms  that  existed  at  the  end  of 
World  War  II  and  that  supported  their 
tremendous  domination  of  the  field  has 
eroded,"  says  Columbia  University's 
multinational  expert  Stefan  Robock. 
"There  was  a  dollar  gap,  and  the  U.S. 
firms  had  dollars;  a  capital  shortage  and 
the  U.S.  firms  had  capital.  A  manage- 
ment gap,  a  technology  gap,  an  overval- 
ued dollar.  Most  of  that  is  gone." 

But  has  the  tide  really  turned  against 
U.S.  business  abroad?  Has  economics 
really  succeeded  in  doing  what  govern- 
ments could  not — turn  back  the  Ameri- 
can challenge,  clip  the  claws  of  the 
American  tiger? 
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The  answer  is  unequivocally  no.  The 
U.S.  remains  the  dominant  multination- 
al force  in  both  the  developed  and  devel- 
oping world  and  is  likely  to  remain  so. 

According  to  the  Commerce  Depart- 
ment's Bureau  of  Economic  Analysis, 
U.S.  foreign  direct  investment  has  been 
expanding  at  a  fairly  constant  rate  for  30 
years  now — 10.5%  in  the  decade  of  the 
Fifties,  9%  in  the  Sixties,  over  10%  so  far 
in  the  Seventies. 

The  new  factor  is  that  foreign  direct 
investment  is  flowing  into  the  U.S.  in 
record  quantities,  rising  at  the  rate  of 
14.7%  a  year  in  the  Seventies,  vs.  6.7%  in 
the  Sixties,  7.4%  in  the  Fifties.  That's 
well  above  the  U.S.'  current  10%  average 
rate,  but  on  a  much  smaller  base — only 
$39.7  billion — the  increases  are  still  run- 
ning at  less  than  $6  billion  annually.  As  a 
result,  the  U.S.'  share  of  total  direct  in- 
vestment abroad  has  shrunk  from  52.3% 
in  1971  to  47.6%  in  1976.  At  the  same 
time  Germany's  has  gone  from  4.6%  to 
6.9%,  Japan's  from  2.8%  to  6.7%.  Thus, 
while  the  U.S.  multinationals  have  lost 
little  of  their  force,  their  old  dominance 
has  been  eroded. 

But  it  is  wrong  to  confuse  this  decline 
in  relative  size  with  any  absolute  decline 
in  position.  As  the  table  beginning  on 
page  56  makes  clear,  most  major  U.S. 
corporations  depend  on  their  operations 
overseas  for  an  astonishingly  large  pro- 
portion of  their  sales  and,  in  most  in- 
stances, an  even  larger  proportion  of 


their  profits.  And  not  simply  the  re- 
source companies.  The  international  air- 
lines and  banks,  the  international  trad- 
ing companies  inevitably  developed  a 
heavy  commitment  overseas,  but  so 
have  a  wide  range  of  other  companies — 
information  processors  like  IBM  and 
NCR,  equipment  manufacturers  like 
Black  &  Decker  and  Hoover,  pharmaceu- 
tical companies  like  Pfizer,  construction 
outfits  like  J.  Ray  McDermott  and  con- 
sumer products  companies  like  Colgate- 
Palmolive,  Gillette  and  CPC.  All  these 
companies  derive  at  least  half  their  total 
business  from  operations  outside  the 
U.S.  homeland. 

Given  the  scale  of  multinational 
business,  proportions  are  not  ev- 
erything. With  far  less  than  50% 
of  their  total  business  overseas,  Ford  and 
General  Motors  nonetheless  gross  nearly 
$15  billion  each,  General  Electric  over  $4 
billion,  Eastman  Kodak,  Goodyear  and 
Procter  &  Gamble  well  over  $2  billion. 
Over  70  companies  conduct  foreign  busi- 
nesses with  sales  in  excess  of  $1  billion, 
and  1 1  have  sales  in  excess  of  $5  billion. 
And  that's  only  overseas  business.  Add 
in  export  sales  and  the  figures  would  rise 
dramatically.  An  American  retreat  over- 
seas? The  suggestion  is  preposterous. 
Large  corporations  are  always  in  a  state 
of  flux  at  the  fringes,  building  a  plant 
here,  selling  off  a  product  line  there,  but 
their  total  sales  are  so  large  that  these 
changes  are  largely  invisible.  Even  Union 
Carbide's  sale  of  its  $300  million-a-year 
petrochemical  business  represents  only 
5%  of  its  sales,  less  than  the  12%  gain  in 
volume  it  posted  last  year. 

Take  banking,  the  great  growth  area 
for  multinational  business  in  the  Seven- 
ties. The  U.S.'  106  national  banks,  for 
example,  increased  their  overseas  assets 
from  $16  billion  in  1968  to  $83  billion  in 
1973  to  $162  billion  in  1977.  And  though 
the  European  market  may  have  finally 
begun  to  mature,  the  rest  of  the  world 
continues  to  look  even  more  promising. 

"In  the  late  Sixties,"  says  G.A.  Co- 
stanzo,  vice  chairman  of  Citicorp,  the 
U.S.'  largest  multinational  bank,  "you 
had  a  monetary  explosion  around  the 
world.  There  was  tremendous  growth  in 
the  Eurodollar  market  and  credit  expan- 


sion, and  we  were  there  and  took  advan- 
tage of  it.  In  1958  we  may  have  thought 
that  we  could  get  our  overseas  earnings 
up  from  5%  or  10%  of  our  total  earnings 
to  maybe  20%.  But  I  doubt  if  in  our 
wildest  imagination  we  thought  it  would 
ever  be  more  than  50-50.  Now  we're  at 
80-20.  We're  a  global  bank,  of  course,  and 
the  U.S.  is  a  quarter  of  the  world  econo- 
my, so  maybe  that  80-20  split  is  not  too 
far  out  of  line."  Viewed  in  this  context, 
the  more  recent  invasion  of  the  U.S.  by 
foreign  banks  is  little  more  than  a  defen- 
sive action. 

At  the  same  time,  of  course,  many 
U.S.  corporations  were  pulling  out,  not 
under  government  pressure  but 
voluntarily.  In  Scotland,  Singer  scaled 
back  its  1 12-year-old  industrial  sewing 
machine  operations  by  80%.  American 
Standard  walked  away  from  six  plants  in 
France,  $115  million  in  sales  and  $40 
million  in  assets.  Raytheon  even  let  a 
Belgian  subsidiary  go  bankrupt.  And 
such  withdrawals  can  be  numbered  in 
the  hundreds  in  dozens  of  industries — 
from  consumer  products  to  office  equip- 
ment, from  commodity  chemicals  to 
food  chains. 

In  the  last  year  or  so,  Liggett  Group 
sold  off  its  European  cigarette  operation; 
Gulf,  its  Spanish  refinery  investment; 
and  SCM,  its  European  photocopier  oper- 
ations. Occidental  wrote  off  its  Antwerp 
refinery.  Reynolds  Metals  pulled  out  of 
British  Aluminium,  Kaiser  out  of  Alcan 
Booth  Industries,  while  W.R.  Grace  liqui- 
dated almost  all  of  its  European  consum- 
er products  division.  Union  Carbide  sold 
its  $300  million-a-year  European  petro- 
chemical business.  Monsanto  pulled  out 
of  polystyrene  and  considered  dumping 
its  nylon  operation  as  well.  The  U.S.  tire 
companies  were  already  in  headlong 
flight — Firestone  and  Goodyear  were 
cutting  back,  Uniroyal  and  Goodrich  had 
gotten  out  entirely. 

In  the  most  spectacular  disinvestment 
of  all,  Chrysler  pulled  out  of  the  auto 
business  everywhere  in  the  world,  sold 
its  long-profitless  European  operation  to 
PS. A.  Peugeot-Citroen,  sloughed  off  its 
Colombian  and  Venezuelan  operations  to 
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General  Motors,  two-thirds  of  its  Brazil- 
ian operation  to  Volkswagen,  a  third  of 
its  Australian  operations  to  Mitsubishi. 

But  put  these  pullbacks  into  perspec- 
tive. Most  of  the  decisions  were  made  for 
the  same  kind  of  sound  business  reasons 
that  over  the  years  have  led  General  Elec- 
tric to  get  out  of  computers,  General 
Motors  out  of  appliances  and  Ashland 
and  Signal  out  of  oil  production.  The 
causes  for  the  pullouts  ranged  from  bad 
judgment  to  bad  luck.  In  mounting  its 
international  expansion,  for  example, 
Chrysler  had  picked  up  a  series  of  sec- 
ond-rate auto  companies — Rootes  in 
Britain,  Simca  in  France — 
and  had  never  been  able  to 
make  any  money  on  them, 
and  so,  with  its  U.S.  oper- 
ations in  jeopardy,  it  cut  its 
losses  and  got  out.  Occiden- 
tal and  Gulf  lost  part  of  their 
crude  supply  through  expro- 
priation, so  they  no  longer 
needed  European  refineries 
ito  process  it.  The  chemical 
industry  was  caught  in  one  of 
the  worst  oversupply  posi- 
tions in  history.  To  stay 
afloat  Union  Carbide  discov- 
ered it  needed  its  own  ethyl- 
ene facilities  to  supply  its  Eu- 
ropean petrochemical  oper- 
ations and  decided  it  was 
cheaper  to  pull  out  than  inte- 
grate backwards. 

W.R.  Grace  sold  out  its  Eu- 
ropean consumer  products 
business  for  rather  different 
ireasons.  "We  hoped  to  put 
together  a  packaged  foods 
equivalent,  of  Standard 
Brands  or  Consolidated 
Foods  in  Europe,  and  we 
were  not  successful,"  says 
irace's  Executive  Vice  Presi- 


dent Charles  Erhard  Jr.  "We  made  the 
wrong  acquisitions — smaller  companies 
that  were  second  or  third  or  fourth  in  the 
industry.  We  didn't  think  there'd  be  as 
much  competition  for  companies  in  Eu- 
rope, and  we  were  wrong.  The  price/earn- 
ings ratios  were  just  about  as  high  as 
they  were  here.  One  of  the  real  mistakes 
we  made  was  in  thinking  we  couldn't  get 
our  chemical  business  growing  fast 
enough  to  give  us  a  major  position  in 
Europe,  but  that  business  has  grown 
handsomely.  If  we'd  known  that,  we 
might  not  have  felt  it  so  necessary  to 
push  ahead  in  a  business  that  we  didn't 
know  very  much  about." 

Without  question,  Europe  is  a  more 
difficult  place  to  operate  in  than  it  used 
to  be.  In  Germany  the  multinationals 
have  had  to  cope  with  worker  participa- 


Two-way  traffic 


Foreign  direct  investment  in  the  U.S.  may  be  grow- 
ing rapidly,  but  it's  still  relatively  modest  beside  the 
U.S.*  massive  direct  investment  overseas. 


The  U.S.  investment  is  not  only  bigger,  but  more 
profitable,  yielding  far  higher  returns  than  foreign 
investment  has  yielded  so  far  in  the  U.S. 
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tion,  in  Switzerland  with  sky-high  labor 
costs,  in  France  with  government  prefer- 
ence for  joint  ventures,  in  Belgium  with 
skyrocketing  social  service  costs,  in  the 
U.K.  with  labor  and  productivity  prob- 
lems, and  everywhere  with  inflation  and 
economic  stagnation.  But  the  problem  is 
not  really  Europe  or  the  overseas  market 
in  general,  but  management — or  perhaps 
more  exactly,  mismanagement. 
Don't  confuse  this  pruning,  this  cor- 
rection of  mistakes  and  mis- 
calculations with  a  "retreat." 
The  U.S.  multinationals  are 
not  at  all  in  retreat.  "Our 
multinational  enterprises," 
says  Harvard  Professor  Ray- 
mond Vernon,  the  guru  of 
multinational  academicians, 
"had  an  abnormally  high  rate 
of  growth  from  1950  to  1970, 
and  among  the  reasons  that 
growth  is  less  visible  now 
than  in  the  past  is  that,  by 
the  late  Sixties,  most  of  our 
large  corporations  had  pro- 
duced a  kind  of  global  grid  of 
producing  subsidiaries.  Ex- 
pansion thereafter  has  taken 
place  within  that  grid.  There 
have  also  been  withdrawals, 
sometimes  of  product  lines, 
sometimes  of  subsidiaries, 
but  not  because  the  world 
has  become  a  terribly  hostile 
place.  Rather,  that  after  an 
enormous  expansion  you're 
having  the  typical  shakeout 
and  consolidation." 

"You  have  another  tier  of 
companies  coming  in,"  says 
Citicorp's  Costanzo,  "cora- 
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panies  like  Vulcan  Materials — smaller 
companies  with  sales  of  $100  million  to 
$500  million,  earning  20%  to  30%  of 
their  earnings  overseas.  And  they're  very 
successful  at  it.  They're  better  adapted 
than  some  of  the  bigger  companies,  more 
responsive.  You  don't  have  the  dramatic 
moves  you  used  to  because  the  big  com- 
panies are  already  there.  And  the  growth 
overseas  for  most  companies  continues 
to  be  better." 

U.S.  companies  have  been  going 
abroad  for  over  a  century — manufactur- 
ing companies  like  Singer,  Hoover,  NCR, 
Eastman  Kodak  and  General  Electric;  re- 
tailers like  Woolworth  and  Sears;  con- 
sumer products  companies 
like  Heinz  and  CPC;  auto- 
makers like  Ford  and  General 
Motors;  financial  institu- 
tions like  Citibank  and  f.P. 
Morgan.  And  of  course  the 
natural  resource  compa- 
nies—the oil,  copper  and 
steel  companies,  which  went 
in  search  of  what  seemed 
even  then  to  be  dwindling 
supplies  of  raw  materials. 

But  the  triumph  of  the  U.S. 
multinationals  did  not  really 
get  under  way  until  after 
World  War  H.  Until  then, 
what  foreign  investment  the 
U.S.  had  was  concentrated 
mainly  in  Canada  and  Latin 
America.  But  when  the 
boom  finally  began  in  the  Fif- 
ties, the  U.S.  turned  its  at- 
tention to  Europe  and  has 
kept  it  there  ever  since. 

The  triumph  of  the  multi- 
national corporation  was 
made  possible  by  the  postwar 
development  of  jet  aircraft, 
international  telecommuni- 
cations and  the  computer, 
developments   that  shrank 


the  world  to  a  scale  as  manageable  as 
that  of  a  local  economy.  Like  the  great 
European  multinationals  before  them — 
Shell,  Unilever,  Nestld,  the  Swiss  drug 
and  German  chemical  companies — the 
American  multinationals  went  abroad  in 
the  first  place  in  search  of  greater  oppor- 
tunities than  their  home  markets  could 
afford:  greater  growth,  greater  profitabil- 
ity. And  by  and  large  they  still  do.  - 

"Our  research  and  development  ex- 
penditure is  so  great,"  says  Dow  Chemi- 
cal Chairman  Paul  F.  Oreffice,  "the  only 
way  you  can  get  a  proper  return  is  to  go 
for  a  very  big  market.  And  no  single 
market — not  even  the  U.S. — can  really 
do  the  job  of  giving  us  a  good  return." 

"In  terms  of  the  amount  that  comes  in 
for  a  dollar,"  says  Dennis  Bonney,  Stan- 
dard Oil  of  California's  vice  president- 
planning,  "you  could  say  it  was  more 
profitable  to  invest  overseas.  But  you 
would  have  to  consider  the  risk." 
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For  30  years  the  dollar  may  have  been  overpriced  In 
relation  to  the  world's  other  major  currencies,  but 
no  more.  Since  1970  the  balance  has  shifted  dra- 
matically. Hence,  the  U.S.*  growing  attraction  as  a 
haven  for  foreign  investment. 
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In  Europe,  at  least,  the  risks  were  not 
all  that  great,  and  the  returns  were  signif- 
icantly better  and  still  are.  As  the  table 
beginning  on  page  56  makes  clear,  most 
U.S.  companies  earn  a  disproportionate- 
ly large  foreign  income  on  the  assets 
they've  acquired  overseas. 

By  and  large,  the  U.S.  multinationals 
did  not  go  abroad  in  pursuit  of  cheap 
labor.  Admittedly  low-labor-cost  coun- 
tries like  Taiwan,  Korea,  Hong  Kong, 
Brazil  and  Mexico  have  prospered  manu- 
facturing transistor  radios,  toys,  shoes 
and  textiles  on  behalf  of  such  U.S.  com- 
panies as  Zenith,  Texas  Instruments, 
RCA,  and  Levi  Strauss.  But  the  Com- 
merce Department  figures  that  only  7% 
of  the  more  than  $515  billion  in  sales 
U.S.  multinational  affiliates  generate 
each  year  comes  back  into 
this  country.  The  bulk  of 
their  output  goes  into  their 
local  markets  and  the  rest, 
elsewhere  in  the  world.  This, 
truly,  is  what  "multination- 
al" means. 

The  companies  that  went 
multinational  were  big  com- 
panies, capital  intensive  for 
the  most  part,  technological- 
ly oriented  and  managerially 
intense.  They  were  able  to 
capitalize  on  the  economies 
of  scale  afforded  by  volume 
production  for  large  markets. 
When  they  ventured  abroad, 
they  tended  to  go  for  the 
more  dynamic  phases  of  the 
foreign  economies  they  set- 
tled in.  "For  a  company 
which  has  already  realized  a 
good  share  of  its  potential  in 
the  U.S.  market,"  John  Pow- 
ers, the  Pfizer  CEO  who 
launched  its  multinational 
expansion,  used  to  say,  "or  a 
less  mature  company  which 
has  discovered  an  outstand- 
ing new  product  that  will  at- 
tract strong  demand  every- 
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where,  then  the  case  for  worldwide  mar- 
keting seems  almost  irresistible." 

Most  companies  began,  as  Pfizer  did, 
as  exporters  setting  up  marketing,  sales 
and  warehousing  operations  abroad. 
Then,  finding  themselves  disadvantaged 
by  tariff  restrictions,  foreign  exchange 
sbortages  or  high  transportation  costs, 
they  put  down  manufacturing  roots  in 
order  to  compete  with  local  competitors. 
"We  went  overseas  originally,"  says  lb 
Thomsen,  head  of  Goodyear  Internation- 
al, "because  that  was  the  only  way  we 
could  participate  in  the  markets  that 
were  developing  around  the  automotive 
industries  there.  If  the  market  is  big 
enough  to  justify  a  tire  company,  we 
should  be  the  first  one  to  look  at  it." 

Long  term,  most  U.S.  companies 
have  found  they  can't  remain  a 
major  factor  in  a  foreign  market  on 
an  export  basis.  There  are  a  few  excep- 
tions. Caterpillar  still  manages  to  supply 
close  to  two-thirds  of  its  $3.5  billion  in 
overseas  business  through  exports,  and 
so  do  Weyerhaeuser,  FMC  and  Signal 
Cos.  Strategically  important  aerospace 
companies  like  McDonnell  Douglas  and 
Lockheed  still  serve  their  traditional 
markets  largely  through  exports.  But 
even  Boeing,  traditionally  an  exporter,  is 
increasingly  making  deals  to  manufac- 
ture abroad  in  order  to  interest  foreign 
nations  in  buying  its  planes.  The  same 
factor  that  is  driving  Boeing  multina- 
tional has  driven  many  European  and 
Japanese  companies  to  invade  the  U.S. 
Some  came  to  the  U.S.  in  order  to  pro- 
tect markets  they'd  already  established 
through  exports.  Some  came  in  the  hope 
of  winning  real  scale  economies  that 
would  enable  them  to  compete  more  ef- 
fectively not  only  in  the  U.S.  but  back  in 
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their  home  markets.  Some  came  because 
the  U.S.  seemed  to  have  become  the  last 
bastion  of  capitalism.  Canadian  compa- 
nies in  particular  came  because  they  can 
make  a  better  return  in  the  U.S. 

But  what  probably  made  the  critical 
difference  is  that  after  30  years  of  indus- 
trial expansion,  the  foreign  multination- 
als have  finally  achieved  the  scale,  the 
experience  and  the  assurance  to  risk 
their  fortunes  in  the  big  U.S.  market.  In 
the  past,  European  companies  have  tend- 
ed to  be  afraid  of  the  U.S.  market,  the 
competitive  climate,  the  speed  of  change 
and  innovation,  the  intricacies  of  the 
antitrust  laws.  But  no  more.  The  cre- 
ation of  the  Common  Market  opened  up 
to  them  a  home  market  comparable  in 
size  to  that  of  the  U.S.  and  provided 
them  with  the  experience  they  always 
used  to  feel  they  lacked. 

"This  influx,"  says  Raymond  Vernon, 
"reflects  their  perception  of  their  ability 
to  overcome  the  disadvantage  of  operat- 
ing from  a  distance.  The  weakness  of  the 
dollar  has  only  led  them  to  do  it  a  little 
earlier  than  they  might  have  otherwise." 

Which  brings  us  back  to  that  curious 
love-hate  relationship  between  multina- 
tional companies  and  the  host  countries. 
The  negative  propaganda  notwithstand- 
ing, the  multinationals  do  not  drain 
money  and  jobs  from  the  countries  in 
which  they  operate.  On  the  contrary, 
they  invariably  create  jobs,  bringing  in 
new  ideas  and  new  technologies.  Most  of 
the  world's  demagogues  realize  this,  but 
cannot  give  up  the  politically  convenient 


target  the  multinationals  represent. 

Though  most  of  the  sound  and  fury 
comes  from  the  less-developed  countries, 
they  are  a  relatively  small  factor  in  multi- 
national investment  and  growing  smaller 
with  every  year  that  passes.  Overall,  be- 
tween 1967  and  1975,  the  less-developed 
countries'  share  of  total  foreign  direct 
investment  dwindled  from  31%  to  26%. 
A  small  part  of  this  decline  results  from 
the  natural  resource  takeovers  of  the  late 
Sixties  and  Seventies,  but  these  take- 
overs also  had  the  effect  of  discouraging 
additional  investment. 

Already,"  says  C.C.  Pocock,  senior 
managing  director  of  Royal 
Dutch/Shell,  "one  sees  signs  of  a 
pulling  back  from  overseas  risk,  not  just 
for  economic  reasons  but  with  an  ele- 
ment of  'Fortress  America'  also.  The  bal- 
ance between  risk  and  reward  in  interna- 
tional investment  is  already  delicate,  and 
there  is  a  tendency  for  multinationals  to 
change  their  role  away  from  direct  in- 
vestment toward  the  providing  of  ser- 
vices for  money." 

Columbia's  Stefan  Robock  thinks  that 
in  shying  away  from  the  less-developed 
world,  the  multinationals  are  missing  a 
great  opportunity.  "If  you're  looking  for 
continued  expansion,"  he  argues,  "this  is 
the  real  underdeveloped  business  area  of 
the  world.  It  comprises  the  bulk  of  the 
world's  population,  so  these  areas  should 
be  attractive  to  the  multinationals,  and 
yet  the  marriage  is  not  taking  place.  One 
reason  is  an  exaggerated  perception  of 
political  risk.  Another  is  a  reluctance  to 
go  into  joint  ventures." 

Maybe  so,  but  most  multinationals 
discovered  long  ago  that  any  bargain  is 
no  better  than  the  present  bargaining 
power  of  its  participants.  Underdevel- 
oped countries  are  willing  to  sign  away 
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their  birthright  as  long  as  development 
remains  a  wild  dream.  But  once  the  risks 
have  been  taken  and  the  project  realized, 
their  bargaining  power  increases  and  the 
equation  begins  to  alter.  Witness  the 
steadily  rising  participation  demands 
from  the  oil  countries  in  the  early  Seven- 
ties. Witness  the  disaster  in  Iran. 

Zoltan  Merszei,  the  man  who  spear- 
headed Dow  Chemical's  international 
expansion  and  the  new  vice  chairman  of 
Occidental  Petroleum,  doesn't  think  the 
situation  can  be  otherwise.  "Big  multi- 
national companies,"  he  says,  "really 
work  effectively  only  in  big  industrial- 
ized countries.  In  many  Third  World 
countries,  the  government  sets  up  every- 
thing, and  they  don't  know  technologies 
are  not  available  from  the  governments 
of  industrialized  countries.  They  have  to 
get  them  from  private  enterprises,  and 
unless  they  create  conditions  satisfac- 
tory to  private  enterprise,  there  is  not 
much  they  will  ever  get.  Less-developed 
countries  that  have  natural  resources  are 
different — they  recognize  they  need  mul- 
tinational companies  to  develop  an  in- 
dustrial infrastructure — but  the  countries 
that  have  nothing,  they  are  the  most 
nationalistic,  the  least  cooperative."  In- 
dia is  a  prime  example  of  a  nation  cutting 
off  its  face  to  spite  someone's  nose. 

In  venturing  into  the  less-developed 
world,  U.S.  companies  are  to  some 
extent  at  a  disadvantage.  The  prod- 
ucts of  the  U.S.  economy  are  ill-adapted 
to  the  much  less  complicated  economies 
of  developing  nations.  The  problem  is 
not  simply  that  dishwashers,  cornflakes 
and  Kleenex  have  less  relevance;  so  does 
much  of  U.S.  technology  with  its  empha- 
sis on  saving  labor.  The  U.S.  manage- 
ment style  is  ill-adapted  as  well,  with  its 
centralized  controls,  its  emphasis  on  re- 


turn on  investment  and  its  aversion  to 
outside  participation.  And  most  U.S. 
companies — Dow,  CPC,  Pfizer  are 
among  the  notable  exceptions — still  tend 
to  run  their  foreign  operations  as  simple 
extensions  of  their  domestic  business.  In 
effect,  most  companies  assume  there  is 
really  only  one  world  out  there,  and  the 
truth  is  there  are  many. 

Roughly  40%  of  total  foreign  invest- 
ment in  the  developing  countries  is  con- 
centrated in  ten  countries.  Most  develop- 
ing countries  are  going  nowhere,  but 
most  of  these  ten  have  really  begun  to 
develop,  to  move  out  of  the  underdevel- 
oped category  into  an  economy  more 
nearly  akin  to  that  of  the  U.S.,  lapan  or 
Western  Europe.  Their  share  of  the  total 
investment  in  developing  countries  has 
risen  from  36.5%  in  1967  to  40.6%  in 
1975.  "If  you  peel  out  of  the  88  less- 
developed  countries  the  10  where  nearly 
80%  of  our  business  is,"  says  Citicorp's 
Costanzo,  "Mexico,  Brazil,  Argentina, 
Colombia,  maybe  Peru,  Korea,  Taiwan, 
Hong  Kong,  the  Philippines  and  Indone- 


sia— if  you  take  these  ten  countries,  their 
relative  share  is  increasing.  Their  growth 
rates  are  a  lot  better  than  Europe.  You've 
got  around  8%  in  Mexico  and  Brazil, 
15%  in  Korea.  You're  going  to  see  very 
high  growth  rates  in  Latin  America  and 
Southeast  Asia  in  the  next  25  years — 8% 
and  10%  a  year — far  exceeding  the  3%  to 
4%  in  the  U.S.  and  Europe." 

Note  this:  The  countries  that  are  de- 
veloping the  fastest  are,  by  and  large, 
those  which  follow  a  capitalistic  path 
and  which,  if  they  do  not  love  the  multi- 
national companies,  at  least  respect  their 
rights — Brazil,  Mexico,  Taiwan.  India, 
by  contrast,  a  nation  of  tremendous  po- 
tential, is  going  nowhere  economically 
with  its  socialist  tilt,  and  its  hostility  to 
the  multinationals  has  already  driven 
IBM  and  Coca-Cola  from  its  shores. 

As  against  the  dismal  example  of  In- 
dia, there  is  the  encouraging  example  of 
the  People's  Republic  of  China.  The  Chi- 
nese, ever  pragmatic,  are  already  doing 
deals  with  multinationals.  The  U.S.  has 
no  diplomatic  relations  with  Iraq,  but 
U.S.  companies  are  doing  an  increasing 
amount  of  business  with  the  Iraqis  who 
have  become  more  and  more  disillu- 
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How  would  you  feel? 


"No  country  of  any  size  that  claimed 
to  have  a  modern  manufacturing 
economy  has  ever  been  owned  to  the 
extent  the  Canadian  economy  is  by 
people  outside  of  Canada,"  complains 
Allan  E.  Blakeney,  53,  premier  of  the 
province  of  Saskatchewan,  Canada's 
breadbasket.  With  an  economy  only 
one-tenth  that  of  the  U.S.,  Canada  has 
attracted  substantially  more  direct 
foreign  investment  than  even  the  U.S. 
has — close  to  $50  billion  (Canadian 
dollars),  vs.  $40  billion  for  the  U.S.  A 
Nova  Scotia-born  Rhodes  scholar  and 
lawyer,  Blakeney  has  done  more  than 
just  talk  about  the  situation. 

In  the  eight  years  since  Blakeney's 
left-leaning  New  Democratic  Party 
took  power,  Blakeney  has  brought  at 
least  a  portion  of  Saskatchewan's  nat- 
ural resources  under  Canadian  con- 
trol, but  he  denies  any  doctrinaire 
commitment  to  gov- 
ernment ownership. 
"These  are  the  growth 
areas  of  our  economy," 
he  says  of  oil,  uranium 
and  potash,  "and  we 
simply  will  not  be  able 
successfully  to  operate 
the  Canadian  econo- 
my— to  deal  with  our 
problem  in  balance-of- 
payments— if  we  retain 
the  present  level  of 
non-Canadian  owner- 
ship entailing,  as  it 
does,  significant  future 
payment  of  dividends, 
management  fees,  re- 
search fees  and  the 
like." 

Under  Blakeney's 
katchewan's  resource 


Premier  Allan  Blakene\ 


NDP,  Sas- 
taxation  has 
gone  sky-high.  But  that's  hardly  the 
worst  of  it.  Three  years  ago,  Blakeney 
got  legislative  approval  to  expropriate 
or  acquire  the  province's  $500  mil- 
lion-a-year  potash  industry  and  then 
jawboned  42%  of  the  industry  into 
selling  out — Pennzoil,  Hudson  Bay 
Mining  &  Smelting,  Esmark,  U.S.  Bo- 
rax &  Chemical,  Amax  and  a  French- 
German  combine.  "We  were  mus- 
cling them  a  bit,"  Blakeney  concedes. 
But  pragmatist  that  he  is,  when  Inter- 
national Minerals  &  Chemical  de- 
clined to  sell  out,  Blakeney  didn't 
press  the  issue.  Saskatchewan  paid 
well  for  the  properties  it  got.  Blakeney 
thinks  Canadians  should  control  50% 
of  their  potash  production,  and  he 
plans  to  'meet  that  target  by  expand- 
ing properties  he  already  has  rather 
than  "muscling"  others.  "The  take- 
over doesn't  appear  to  have  impaired 


investment,"  he  says.  "It's  at  an  all- 
time  high  in  almost  every  sector,  and 
I  think  the  fact  that  we  have  dealt 
fairly  with  the  potash  people  and 
formed  joint  ventures  with  people  in 
the  uranium  area  has  probably  re- 
newed confidence  rather  than  de- 
stroyed it." 

Blakeney  would  like  to  see  in- 
creased Canadian  ownership  in  the  oil 
industry  as  well,  but  he's  not  about  to 
rock  that  boat  at  this  point,  not  with 
the  technologically  difficult  develop- 
ment of  Saskatchewan's  vast  (over  14 
billion  barrels)  heavy-oil  reserve  just 
beginning  to  get  under  way.  He  has, 
however,  set  up  Saskatchewan  Oil  & 
Gas,  which  already  produces  about  6% 
of  the  province's  modest  oil  output, 
and  he's  gone  into  a  swirl  of  joint 
drilling  ventures  with  dozens  of  com- 
panies, most  ambitiously  with  Gulf 
Oil  and  Petro-Canada, 
the  government  oil 
company. 

In  uranium,  develop- 
ment is  just  getting  un- 
der way,  but  Saskatch- 
ewan has  claimed  the 
right  to  take  as  much 
as  50%  of  any  uranium 
development.  Blakeney 
is  financing  all  this 
through  the  Heritage 
Fund,  a  trust  fund  set 
up  by  an  act  of  the  pro- 
vincial legislature  to  re- 
capture windfall  profits 
generated  by  the  1973 
OPEC  oil  price  in- 
crease. "It's  a  genuine 
windfall  on  a  depleting 


resource,  and  we'd  better  find  another 
resource  that  won't  deplete  and  that 
will  give  us  some  cash  flow, "  Blakeney 
says.  "We've  got  $400  million  in  pot- 
ash, $85  million  in  uranium,  and  we 
expect  the  figures  to  increase." 

Saskatchewan  holds  several  trump 
cards.  It  boasts  the  largest  reserve  of 
potash  outside  the  Soviet  Union.  "In 
uranium,"  Blakeney  says,  "the  rate  of 
discovery  is  so  great  that  people  par- 
ticipate on  almost  any  terms  because 
they're  looking  for  a  source  of  supply. 
So  long  as  they  can  make  reasonable 
financial  returns,  they're  not  worried 
about  the  ownership  pattern." 

Unlike  Rene"  Levesque  in  Quebec, 
who's  trying  to  grab  General  Dynam- 
ics' asbestos  subsidiary  cheap,  Bla- 
keney has  paid  fair  prices  for  what  he 
has  taken.  And  look  at  it  this  way: 
How  would  Americans  feel  if  the  Ger- 
mans or  the  British,  say,  owned  the 
bulk  of  their  natural  resources?  — J.C. 
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sioned  with  the  Soviets. 

"In  my  experience,"  says  Shell's  Po- 
cock,  "we  are  being  discreetly  wooed  by 
those  countries  who  feel  a  need  for  what 
we  bring  in.  They  know  in  their  hearts 
there  is  a  close  relationship  between 
those  countries  which  have  lagged  in 
economic  development  and  those  which 
are  hostile  to  foreign  investment." 

N.T.  Wang,  director  of  the  Information 
Analysis  Division  of  the  United  Nations 
Centre  on  Transnational  Corporations, 
agrees.  He  argues  that  the  nationalist 
trend  is  waning.  "Most  developing  coun- 
tries," he  says,  "now  feel  they  would  like 
to  have  foreign  enterprises  coming  to 
their  shores.  The  more  these  countries 
develop,  the  more  they  realize  that  they 
cannot  be  totally  unaware  of  the  rest  of 
the  world,  and  therefore  the  multination- 
al aspect  is  likely  to  increase.  These  en- 
terprises are  so  powerful,  they  have  such 
capabilities.  The  multinational  game  will 
go  on  vigorously,  but  it  will  evolve  and 
change.  The  leadership  might  pass  from 
the  U.S.  to  the  European  and  Japanese 
multinationals  and  might  change  again 
to  some  of  the  developing  countries  that 
are  fielding  multinationals — Korea,  Sin- 
gapore and  so  on." 

What  Wang  says  is  significant.  His  of- 
ficial job  at  the  U.N.  is  to  help  less- 
developed  countries  deal  with  the  power- 
ful and  sophisticated  multinational  com- 
panies on  an  equal  footing.  Yet  he  seems 
to  be  telling  his  clients  that  they  need 
the  foreign  companies  more  than  the 
companies  need  them.  The  People's  Re- 
public of  China,  looking  around  the 
world  and  seeing  who  is  developing  and 
who  is  not,  has  apparently  come  to  a 
similar  conclusion.  When  the  world's 
biggest  Marxist-Leninist  revolutionary 
power  is  prepared  to  deal  with  the  multi- 
nationals, can  they  truly  be  said  to  be  in 
retreat?  ■ 


The  150  largest  U.S. 
multinationals 


The  task  of  assembling  an  accurate,  comprehen- 
sive list  of  the  largest  multinational  corporations 
headquartered  in  the  U.S.  is  made  considerably 
easier  by  the  existence  of  SEC  Regulation  S-K, 
which  requires  companies  to  report  revenues, 
profits  and  assets  of  geographic  areas.  The  results 
show  some  large  companies  in  a  fresh  perspec- 
tive. Although  General  Motors,  for  example,  is 


larger  than  Exxon  in  total  sales,  Exxon's  foreign 
sales  are  three  times  greater.  Overseas,  Ford  is 
ahead  of  GM  in  sales  and  far  ahead  in  profits.  A 
number  of  major  U.S.  companies  that  do  impor- 
tant business  abroad  are  not  on  the  list — Boeing 
and  Northrop,  for  example.  That's  because  they 
are  exporters,  not  true  multinationals  owning 
significant  assets  abroad. 
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Exxon 

$44,333 

$60,335 

73.5 

$1,947 

$3,434 

56.7 

$22,645 

$41,531 

54.5 

2 

Mobil 

20,481 

34,736 

59.0 

639b 

l,126b 

56.7 

11,827 

22,611 

52.3 

3 

Texaco 

18,927 

28,608 

66.2 

436b 

853b 

51.2 

10,840 

20,249 

53.5 

4 

Ford 

1  A  OC  C 

OD.U 

1,007 

A  O  1 

in  72n 
1U,  MU 

-*.  T  fit)  £ 

A  Q  C 

5 

General  Motors 

14,172 

63,221 

22.4 

453b 

3,508b 

12.9 

7,217 

30,417 

23.7 

6 

Standard  Oil  of  Calif 

14,150 

23,232 

60.9 

563b 

l,106b 

50.9 

8,321 

16,754 

49.7 

7 

Intl  Business  Machines 

11,040 

21,076 

52.4 

l,584b 

3,lllb 

50.9 

11,021 

20,771 

53.1 

8 

International  Tel  &  Telh 

10,023 

19,399 

51.7 

799 

1,461 

54.7 

10,394 

23,342 

44.5 

9 

Gulf  Oil 

9,229 

18,069 

51.1 

277b 

791b 

35.0 

5,861 

15,036 

39.0 

10 

Citicorp 

5,157c 

7,556 

68.3 

645d 

82  7d 

78.0 

50,93  le 

78.952e 

64.5 

11 

Engelhard  Min  &.  Chem 

5,103f 

10,174f 

50.2 

110 

254 

43.2 

i,252 

2,853 

43.9 

12 

General  Electric 

4,379* 

20,073' 

21.8 

274b 

l,230b 

22.3 

3,715 

15,036 

24.7 

13 

Standard  Oil  of  Indiana 

3,823 

14,961 

25.6 

363b 

l,076b 

33.7 

4,350 

14,109 

30.8 

14 

Continental  Oil 

3,4568 

9,8348 

35.1 

153b 

451b 

33.9 

2,803 

7,445 

37.7 

15 

BankAmerica 

3,438 

6,964 

49.4 

177b 

498b 

35.5 

36,133e 

81,600* 

44.3 

16 

Dow  Chemical 

3,242 

6,888 

47.1 

369 

1,051 

35.1 

4,403 

8,789 

50.1 

17 

Sears,  Roebuckh 

2,834 

26,320 

10.8 

43b 

905b 

4.8 

1,409" 

25,836' 

5.5 

18 

Xerox 

2,787 

5,902 

47.2 

172b 

465b 

37.0 

2,597 

5,578 

46.6 

19 

Chase  Manhattan 

2,787 

4,461 

62.5 

105' 

1971 

53.3 

30,822e 

54,92  le 

56.1 

20 

Goodyear 

2,709 

7,489 

36.2 

229 

650 

35.3 

2,211 

5,231 

42.3 

21 

Eastman  Kodak 

2,687 

7,013 

38.3 

411 

1,646 

25.0 

2,150 

6,793 

31.7 

22 

Occidental  Petroleum 

2,623f 

6,3 16f 

41.5 

409 

476 

86.1 

1,864 

4,609 

40.5 

23 

E  I  Du  Pont  de  Nemours 

2,572 

10,584 

24.3 

244 

1,577 

15.5 

1,911 

8,070 

23.7 

24 

Chrysler 

2,552 

13,618 

18.7 

-14 

-234 

6.0 

1,682 

6,981 

24.1 

25 

Union  Carbide 

2,534 

7,870 

32.2 

242 

868 

27.9 

2,242 

7,866 

28.5 

26 

Colgate-Palmolive 

2,441 

4,312 

56.6 

233 

374 

62.4 

1,203 

2,385 

50.5 

27 

Procter  &  Gamble 

2,222 

8,100 

27.4 

80k 

523k 

15.3 

1,088 

4,984 

21.8 

28 

Sun  Co 

2,163f 

7,525' 

28.7 

52kl 

427k 1 

12.1 

1,281 

5,498 

23.3 

29 

F  W  Woolworth 

2.093 

6,103 

34.3 

143 

315 

45.4 

1,045 

2,707 

38.6 

30 

Pan  American  World  Airways 

2,036 

2,205 

92.3 

176 

150 

117.4 

NM 

2,048 

NM 

Unless  otherwise  indicated. 

Net  income. 

Estimated. 

Pretax  income. 

Average  assets. 

Includes  other  income. 

Includes  excise  taxes. 

Includes  unconsolidated  subsidiaries  or  investments 
Includes  Canadian  subsidiaries  only. 
Before  security  gains. 


Income  after  taxes. 
Income  before  interest  expense. 
m  Excludes  international  transportation. 

Excludes  Canada. 
°  Excludes  Canada  and  Mexico. 
P  Net  income:  In  addition,  company  had  foreign 
operating  profits  of  $19  million 
NA  Not  available. 
NM  Not  meaningful 
PD  Profit  over  deficit. 
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Express  Mail  knows 

it  doesn't  matter  how  low  your  bid  runs 

if  its  running  late. 


Express  Mail  Next  Day  Service.  From  the  U.  S.  Postal  Service. 

^S5£  j   We  know  that  a  young 
contractor  can't  afford 
to  be  an  also-ran  in  the  race 
for  a  contract. 

Every  bid  he  sends  out  is  a 
piece  of  his  future. 

We  created  Express  Mail 
Next  Day  Service  to  ensure 
that  his  package  will  get  there 
on  time. 

The  U.S.  Postal  Service 
has  made  it  so  fast  and  reliable, 
we  actually  guarantee*  that  his 
package  will  be  delivered  the 
next  day.  We  serve  1,000  cities, 
but  not  all  of  them  from  any  one 

WE'LL  MAKE  YOU  AN  OVERNIGHT  SUCCESS. 


city.  Cities  that  are  possible  to 
reach  by  the  next  morning  vary 
depending  on  air  transportation 
from  the  originating  city. 

A  young  contractor  can 
easily  build  Express  Mail  into  his 
budget.  A  one-pound  package  is 
only  $8  delivered  coast-to-coast 
and  right  to  the  door. 

When  his  needs  expand, 
Express  Mail  Service  offers  a 
variety  of  other  delivery  pro- 
grams to  meet  them. 

Including  Same  Day  Airport 
Service  between  50  major  cities, 
International  Service  to  12  coun- 


tries and  Custom  Designed  Ser- 
vice to  fit  special  requirements. 

All  are  reliable  and  fast! 

Express  Mail  knows  how  im- 
portant a  package  can  be.  So  we 
treat  every  package  as  if  it's  the 
most  important  one. 

See  your  Yellow  Pages  under 
Air  Cargo  for  the  nearest  Express 
Mail  Post  Office. 


MAIL 

V SERVICE* 


*GUARANTEE:  If  your  shipment  is  not  delivered  or  available  for  pickup  within  24  hours,  you  can  claim  a  full  refund  of  postage  unless  you  had  specified 
a  longer  delivery  time,  or  unless  delayed  by  strikes  or  work  stoppages.  Simply  apply  at  the  originating  Post  Office  within  60  days  of  the  date  of  mailing. 

©USPS  1979 


The  150  Largest  U.S.  Multinationals 


Foreign 


Total 


Foreign 

Total 

Foreign 

operating 

operating 

Foreign 

Foreign 

Total 

Foreign 

revenue 

revenue 

as  %  of 

protitJ 

profit3 

as  %  of 

assets 

assets 

as  %  of 

Rank 

Company 

millionsl 

(millions) 

total 

(millions) 

(millions) 

total 

(millionsl 

(millions) 

total 

31 

CPC  International 

$2,031 

$  3,222 

63.0 

$214 

$  295 

72.5 

$  1,206 

$  1,861 

64.8 

32 

Coca-Cola 

1,983 

4,338 

45.7 

460 

732 

62.9 

1,093 

2,583 

42.3 

33 

General  Tel  &  Elec 

1,922 

8,723 

22.0 

85b 

627b 

13.6 

3,299 

16,269 

20.3 

34 

International  Harvester 

1,828 

6,664 

27.4 

180 

601 

30.0 

1,278 

4,316 

29.6 

35 

Minnesota  Mining  &.  Mfg 

1,775 

4,662 

38. 1 

356 

1,041 

34.2 

1,288 

4,088 

31.5 

36 

Union  Oil  of  Calif 

1,7678 

6,4908 

27.2 

149d 

750d 

19.8 

720 

5,525 

13.0 

37 

Firestone  Tire  &  Rubber 

1,707 

4,878 

35.0 

66 

-23 

PD 

1,271 

3,486 

36.5 

38 

Atlantic  Richfield 

1,6918 

12,2988 

13.7 

99b 

804b 

12.3 

890 

12,060 

7.4 

39 

Tenneco 

1,652 

8,762 

18.9 

167 

1, 1 76 

14.2 

2,224 

10, 134 

21.9 

40 

Kraft 

1,575 

5,670 

27.8 

81 

389 

20.8 

628 

2,301 

27.3 

41 

Johnson  &  Johnson 

1,506 

3,497 

43.1 

285 

546 

52.2 

1,072 

2,382 

45.0 

42 

J  P  Morgan  &  Co 

1,493 

2,448 

61.0 

136' 

267' 

50.8 

NA 

38,536 

NA 

43 

American  Brands 

1,490 

3,293 

45.2 

113 

505 

22.5 

1,078 

2,897 

37.2 

44 

Halliburton 

1,476 

6,642 

22.2 

226 

660 

34.3 

952 

3,397 

28.0 

45 

NCR 

1,450 

2,61 1 

55.6 

168 

396 

42.4 

1,175 

2,596 

45.2 

46 

Phillips  Petroleum 

1,447 

6,998 

20.7 

788 

1,464 

53.8 

1,642 

6,935 

23.7 

47 

W  R  Grace 

1,420 

4,310 

32.9 

176 

449 

39.2 

913 

3,268 

27.9 

48 

General  Foods 

1,399 

5,376 

26.0 

28 

392 

7.1 

682 

2,433 

28.0 

49 

Trans  World 

l,398f 

3,720* 

37.6 

123 

174 

71.0 

713 

2,387 

29.9 

50 

Monsanto 

1,388 

5,019 

27.6 

36 

663 

5.4 

1,615 

5,032 

32.1 

51 

Sperry  Rand 

1,366 

3,649 

37.4 

200 

467 

42.9 

1,430 

3,287 

43.5 

52 

Beatrice  Foods 

1,360 

6,314 

21.5 

92 

500 

18.4 

733 

2,560 

28.6 

53 

Continental  Group 

1,334 

3,944 

33.8 

70 

238 

29.4 

733 

2,997 

24.5 

54 

Manufacturers  Hanover 

1,331 

2,624 

50.7 

95b 

182b 

52.3 

18,814 

40,606 

46.3 

55 

United  Technologies 

1,322 

6,265 

21.1 

135 

498 

27.2 

840 

4,074 

20.6 

56 

Pfizer 

1,320 

2,362 

55.9 

249 

379 

65.8 

1,351 

2,744 

49.2 

57 

Caterpillar  Tractor 

1,314 

7,219 

18.2 

76 

1,189 

6.4 

917 

5,031 

18.2 

58 

Chemical  New  York 

1,257 

2,425 

51.8 

56b 

112b 

49.6 

15,514 

32,770 

47.3 

59 

Warner-Lambert 

1,239 

2,879 

43.0 

231 

534 

43.4 

969 

2,667 

36.3 

60 

RCA 

l,233f 

6,645f 

18.6 

1 12d 

5 1 5d 

21.7 

736 

4,871 

15.1 

61 

R  J  Reynolds  Industries 

1,212 

4,952 

24.5 

31m 

945 

3.3 

562m 

4,616 

12.2 

62 

Bendix 

1,209 

3,649 

33.1 

87 

328 

26.4 

634 

2,037 

31.1 

63 

TRW 

1,134 

3,787 

29.9 

175 

405 

43.2 

790 

2,327 

33.9 

64 

American  Home  Products 

1,073* 

3,277* 

32.7 

197 

682 

28.8 

594 

1,862 

31.9 

65 

ASARCO" 

1,054 

2,909 

36.2 

rrh 
55° 

49b 

1 1 1.5 

1,836 

3,450 

53.2 

66 

Singer 

1,040 

2,469 

42.1 

101 

181 

55.8 

645 

1,435 

44.9 

67 

Honeywell 

1,038 

3,548 

29.3 

121 

388 

31.2 

869 

2,826 

30.8 

68 

Ralston  Purina 

1,029 

4,058 

25.3 

45 

337 

13.3 

336 

1,898 

17.7 

69 

Burroughs 

l,023f 

2,460* 

41.6 

211 

544 

38.7 

1,258 

2,926 

43.0 

70 

Uniroyal 

1,009 

2,736 

36.9 

52 

123 

41.8 

690 

1,871 

36.9 

71 

Bankers  Trust  NY 

1,006 

1,924 

52.3 

56b 

82b 

68.3 

12,218 

25,863 

47.2 

72 

Fluor 

987 

2,866 

34.5 

76 

151 

50.5 

338 

1,094 

30.9 

73 

Gillette 

987" 

1,710 

57.7 

113n 

223 

50.5 

783" 

1,292 

60.6 

74 

American  Standard 

978 

2, 1 1 1 

46.3 

123 

241 

51.0 

512 

1, 185 

,19  1 

75 

American  Express 

975 

4,085 

23.9 

99 

436 

22.6 

6,552 

14,670 

44.7 

76 

American  Cyanamid 

955 

2,746 

34.8 

159 

310 

51.2 

684 

2,526 

27.1 

77 

Merck 

929 

1,981 

46.9 

162 

516 

31.3 

897 

1,893 

39.9 

78 

Esmark 

922f 

5,864* 

15.7 

35 

187 

18.8 

253 

2,116 

12.0 

79 

American  International  Group 

922 

1,981 

46.5 

148 

266 

55.6 

2,222 

4,631 

48.0 

80 

International  Paper 

918 

4,150 

22.1 

85 

502 

16.9 

/"  ~7  ^ 

Oil 

4,09v 

16.4 

81 

Standard  Brands 

916 

2,358 

38.9 

60 

165 

36.3 

522 

1,264 

41.3 

82 

PepsiCo 

902 

4,300 

21.0 

83 

471 

17.6 

602 

2,419 

24.9 

83 

Avon  Products 

864 

2,015 

42.9 

157 

434 

36.2 

474 

1,226 

38.7 

84 

Pullman 

849 

2,594 

32.7 

24 

100 

23.9 

305 

1,254 

24.3 

85 

Bristol-Myers 

836 

2,450 

34.1 

133 

376 

35.4 

632 

1,696 

37.2 

Unless  otherwise  indicated. 

Net  income. 

Estimated. 

Pretax  income. 

Average  assets. 

Includes  other  income. 

Includes  excise  taxes. 

Includes  unconsolidated  subsidiaries  or  investments. 
Includes  Canadian  subsidiaries  only. 
Before  security  gains. 


Income  after  taxes. 
1  Income  before  interest  expense. 
m  Excludes  international  transportation. 

Excludes  Canada. 
°  Excludes  Canada  and  Mexico. 
P  Net  income:  In  addition,  company  had  foreign 
operating  profits  of  $19  million 
NA  Not  available. 
NM  Not  meaningful. 
PD  Profit  over  deficit. 
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225«£«©J2«JEPQR1TOG  PROCEDURES 

"o-jrsW  Expenses!!SKS3f^  »  sporting  both  diem 
^5>*«T>no  later  than  noon  of  tfi^S^S^  ,  ^  ^  tumed  in  to  the 
anf  31jft  of  each  month. 


W6. 

sit 

i  ~  -ui  to  the 

eoona^W9  day  following  the  15th 


4? 
7 


allowed  20c  per 


Kir 


e  the  prior  approval  of  the 
the  request.    Advances  of  $^  ^  _. 

tV^Ww^J  ill-. 


inv  J^ea  ProipUy,  further 

av   a,  ^'^ary  outstandinq  cash  //> '  £ 

>V,  at  the  discretion  of  senior  M.L.C 
Payroll  deductions. 

:AJ>. 


»r 


The  Assistant  Department  Head  saw  the  report, 
said  it  was  perfect,  and  made  11  minor  revisions. 

The  Department  Head  loved  it,  and  made  8  minor 
revisions. 

Etc.,  etc.,  etc. 

To  help  you  cope  with  successes  like  these, 
fortunately  there  are  Xerox  display  typing  systems. 

Since  they  make  revisions  much  faster  tlian 
ordinary  typewriters,  they  cut  down  drastically  on 
turnaround  time. 

That's  because  our  systems  electronically  store 
documents  as  they're  being  typed.  To  revise  them,  a  typist 
simply  recalls  the  text  on  a  display  screen— and  then 
makes  additions  or  deletions,  rearranges  paragraplis, 
changes  margins,  or  wliatever.  Then  the  entire  document 


is  typed  on  paper  automatically. 

The  result  is  a  letter-perfect  document  in  minutes. 
Wliich  means  a  major  savings  of  time  and  money  for 
every  round  of  minor  revisions. 

Xerox  makes  a  full  range  of  electronic  and  display 
typing  systems.  For  details  about  them,  call  your  local  Xerox 
Office  Systems  Representative,  or  toll-free  800  -527-3386? 

We'll  show  you  how  Xerox  can  offer  systems  that 
perfectly  suit  your  typing  and  revising  needs. 

Whether  your 
needs  are  minor.  t  '^BBbS^'  ' 


XEROX 


XEKOX®  is  .i  trademark  of  XEROX  (  ORPORATION. 


Iii  Alaska,  Hawaii  or  Texas,  call  collect  214  -352-5138. 


The  150  Largest  U.S.  Multinationals 


Foreign 


Total 


Foreign 

Total 

Foreign 

nnf'riit  mo 
1    i  ■  ■  1 1 1  it 

f  iFM*ra  t  inir 

V  }  J.  n  lallllg 

Foreign 

Foreign 

Total 

Foreign 

revenue 

revenue 

as  %  of 

profit3 

profit3 

as  %  of 

assets 

assets 

as  %  of 

Rank  Company 

(millions) 

(millions) 

total 

|millions| 

(millions) 

total 

(millions) 

Imillions) 

total 

86  INA 

$833 

$4,225  • 

19.7 

$  33 

$291 

1 1.3 

$  1,065 

$1 1,934 

8.9 

87  Gettv  Oil 

828 

3,677 

22.5 

442 

865 

51.1 

1,298 

4,718 

27.5 

88  Scott  Paper 

827 

L725 

48.0 

46b 

94b 

49.4 

656 

1,622 

40.4 

89  Carnation 

819 

2,576 

31.8 

54 

243 

22.3 

350 

1,349 

26.0 

90  Continental  Illinois 

819 

2,201 

37.2 

31' 

169' 

18.3 

11,993 

31,059 

38.6 

91  H  J  Heinz 

815 

2, 150 

37.9 

65 

186 

35.1 

535 

1 ,334 

40. 1 

92  Consolidated  Foods 

803 

3,536 

22.7 

58d 

209d 

27.8 

674 

1,663 

40.6 

93  Marathon  Oil 

801 

4,509 

17.8 

50b 

197b 

25.2 

1,155 

3^758 

30.7 

94  Texas  Instruments 

797 

2,550 

31.3 

119* 

25  7d 

46.3 

460 

1,518 

30.3 

95  Hewlett-Packard 

796 

1,728 

46.1 

102 

348 

29.3 

408 

1,462 

27.9 

96  Gulf  &  Western  Industries" 

792 

5,297 

15.0 

92 

433 

21.3 

826 

4,508 

18.3 

97  Litton  Industries 

792 

3,653 

21.7 

56 

245 

23.0 

637 

2,279 

27.9 

98  Eaton 

785 

2J91 

28.1 

lb 

120b 

1.2 

624 

2^361 

26.4 

99  Ingersoll-Rand 

782 

2,332 

33.6 

78 

312 

25.1 

773 

1,997 

38.7 

100  Westinghouse  Electric 

778 

6,663 

11.7 

61 

491 

12.4 

567 

6,137 

9.0 

101  Eli  Lilly 

726 

1,852 

39.2 

 — 

83b 

 — 

278b 

29.9 

665 

2,050 

32.4 

102  Rockwell  International 

723 

5,669 

12.8 

76 

474 

16.1 

690 

3,536 

19.5 

103  Foster  Wheeler 

721 

L488 

48.4 

26 

68 

38.2 

321 

'754 

42.6 

104  Amerada  Hess 

720 

4,701 

15.3 

61b 

142b 

42.6 

671 

3,435 

19.5 

105  Deere 

715 

4,295 

16.6 

69 

510 

13.5 

698 

3,887 

18.0 

106  Dresser  Industries 

709 

3,054 

23.2 

99 

446 

22.2 

521 

2,355 

22.1 

107  Philip  Morris 

699 

4,969 

14.1 

79 

957 

8.3 

1,139 

5,608 

20.3 

108  Kimberly-Clark 

694 

1*911 

36.3 

67 

256 

26.1 

830 

L826 

45.5 

109  Owens-Illinois 

694 

3,112 

22.3 

35 

198 

17.5 

590 

2,600 

22.7 

1 10  First  Chicago  Corp 

689 

1,906 

36.2 

21b 

130b 

15.9 

8,438 

24,066 

35.1 

1 1 1  Borden 

677 

3,803 

17.8 

61 

294 

20.9 

521 

2,166 

24.0 

112  Allied  Chemical 

662 

3,268 

20.3 

1 13b 

120h 

94.2 

793 

3,228 

24.6 

1 13  I  Ray  McDermott 

655 

L294 

50.6 

93 

221 

41.9 

617 

3T83 

19.4 

114  United  Brands 

650° 

2,724 

23.9 

NA 

53 



450° 

1,188 

37.9 

115  Borg- Warner 

633 

2,326 

27.2 

49 

248 

19.7 

422 

1,652 

25.5 

116  Sterling  Drug 

622 

1,315 

47.3 

87 

192 

45.6 

495 

1,003 

49.4 

1 1 7  Control  Data" 

621 

2,738 

22.7 

53 

134 

39.2 

493 

6,186 

8.0 

118  City  Investing 

616 

3,' 792 

16.2 

61 

362 

16.8 

638 

5, 783 

11.0 

119  Nabisco 

613 

2,197 

27.9 

42 

251 

16.8 

473 

1,266 

37.3 

120  Newmont  Mining11 

612 

1,999 

30.6 

15P 

34P 

43.5 

765 

2,755 

27.8 

121  Armco 

610 

4,357 

14.0 

75 

528 

14.1 

405 

3,096 

13.1 

122  First  National  Boston 

602 

1,131 

53.2 

19b 

63b 

29.7 

5,007 

1 1,557 

43.3 

123  Emhart 

597 

1^346 

44.3 

73 

143 

51.3 

377 

'786 

47.9 

124  Norton  Simon 

595 

2,380 

25.0 

45b 

116b 

39.2 

527 

2,004 

26.3 

125  Levi  Strauss 

594 

1,682 

35.3 

113 

314 

36.1 

276 

974 

28.4 

126  Kellogg 

574 

1,691 

34.0 

 — 

37b 

 — 

145b 

25.2 

385 

942 

40.9 

127  Polaroid 

559 

1,377 

40.6 

73 

191 

38.4 

333 

1,267 

26.3 

128  Textron 

546 

3*231 

16.9 

55 

346 

15.8 

438 

L988 

22.0 

129  Black  &  Decker 

545 

960 

56.8 

43b 

66b 

64.5 

410 

797 

51.4 

130  Celanese 

539 

2,609 

20.7 

35 

211 

16.6 

388 

2,158 

18.0 

131  Motorola 

532 

2,220 

24.0 

50 

270 

18.4 

428 

1,657 

25.9 

132  American  Can 

530 

3  981 

13.3 

63 

291 

21.6 

354 

2,478 

14.3 

133  Lockheed 

529 

3^485 

15.2 

61 

140 

43.6 

166 

L692 

9.8 

134  Digital  Equipment 

523 

1,437 

36.4 

63 

238 

26.6 

409 

1,492 

27.4 

135  Quaker  Oats 

520 

1,686 

30.8 

41 

159 

25.6 

280 

1,009 

27.7 

136  Squibb 

516 

1,516 

34.1 

52 

190 

27.3 

553 

1,593 

34.7 

1  37   Kpnnprntt  Pnnnpr 

516 

1  886 

27.4 

72 

100 

72.2 

542 

2,616 

20.7 

138  BF  Goodrich 

509 

2^594 

19.6 

30 

167 

18.1 

344 

L931 

17.8 

139  General  Mills 

507 

3,243 

15.6 

29 

245 

11.9 

289 

1,613 

17.9 

140  Raytheon 

500 

3,239 

15.4 

10b 

150b 

6.7 

229 

2,061 

11. i 

Unless  otherwise  indicated. 

Net  income. 

Estimated. 

Pretax  income. 

Average  assets. 

Includes  other  income. 

Includes  excise  taxes. 

Includes  unconsolidated  subsidiaries  or  investments 
Includes  Canadian  subsidiaries  only. 
Before  security  gains. 


Income  after  taxes. 
^  Income  before  interest  expense. 
m  Excludes  international  transportation. 

Excludes  Canada. 
0  Excludes  Canada  and  Mexico. 
P  Net  income:  In  addition,  company  had  foreign 
operating  profits  of  $19  million. 
NA  Not  meaningful. 
NM  Not  meaningful. 
PD  Profit  over  deficit. 
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Building  a  fleet 

for  them? 
Remember  the  great 
cars  of  theTOs 
from  Chevrolet. 


Right  now  fleet  administrators  all  over 
the  country  are  choosing  the  cars  that  will 
take  them  into  the  next  decade.  So  now's  a 
very  good  time  to  remember  the  cars  that 
have  always  been  right  for  the  times.  The 
Chevrolets. 

Right  for  the  '70s.  Right  for  the  '80s. 

Chevrolets  have  become  better  and 
better  through  the  years  with  a  complete  line 
of  hardworking,  down-sized  cars.  They've  be- 
come trimmer.  Maintenance  schedules  have 
been  reduced. 

In  the  years  ahead,  you'll  continue  to 
see  new  cars,  new  maintenance  schedules, 
new  corrosion  protection,  use  of  advanced 


aerodynamics  and  reduced  rolling  resistance. 
As  always,  Chevy  will  have  what  well-run 
fleets  will  need. 

Chevy  people:  the  proven  performers. 

Chevy  is  more  than  great  cars,  Chevy  is 
great  people.  Our  fleet  sales  representatives 
and  dealers  form  a  big,  smooth-running  team 
that  can  help  you  and  your  operations  any- 
where in  the  country. 

With  this  kind  of  record,  how  could  any- 
one pass  up  Chevy?  We  have  the  right  cars, 
the  extensive  dealer  network  and  the  experi- 
enced salespeople.  That's  why  we  say  they're 
the  proven  performers  from  Chevrolet. 


Chevy  cars,  Chevy  dealers,  Chevy  people: 
the  proven  performers. 


Chevrolet 


The  150  Largest  U.S.  Multinationals 

Foreign 

Total 

Foreign          Total  Foreign 

operating 

operating 

Foreign 

Foreign 

Total 

Foreign 

revenue       revenue        as  %  of 

profit3 

profit3 

as  %  of 

assets 

assets 

as  %  of 

Rank  Company 

(millions)  |mi 

llions)  total 

(millionsl 

millions) 

total 

(millions) 

millions) 

total 

141  Champion  International 

$499        $3,475  .  14.4 

$  69 

$398 

1  7.3 

$377 

$2,856 

13.2 

142  Carrier 

497         2,137  23.3 

61 

249 

24.4 

437 

1,416 

30.9 

143  Crown  Cork  &  Seal 

496          1,260  39.4 

46 

132 

34.5 

312 

744 

42.0 

144  CBS 

492*        3,290'  15.0 

71 

400 

17.8 

297 

1,780 

16.7 

145  Hoover  Co 

482 

692  69.7 

29 

56 

51.5 

347 

474 

73.1 

146  Combustion  Engineering 

480         2,332  20.6 

20b 

80b 

24.9 

365 

1,837 

19.9 

147  Schering-Plough 

475          1,083  43.9 

91 

280 

32.5 

442 

1, 197 

36.9 

148  Richardson-Merrell 

473 

945  50.0 

77 

133 

58.0 

353 

762 

46.3 

149  SmithKline 

472          1,112  42.5 

142 

276 

51.4 

386 

939 

41.1 

150  Sunbeam 

472          1,178  40.1 

38d 

89d 

43.0 

^n7 

/in  u 

a   Unless  otherwise  indicated. 

k 

Income  after  taxes. 

Net  income. 

Income  before  interest  expense. 

c  Estimated. 

m  Excludes  international  transportation. 

Pretax  income. 

11  Excludes  Canada 

Average  assets. 

°  Excludes  Canada  and  Mexico. 

^    Includes  other  income. 

P  Net  income:  In  addition,  company  had  foreign 

^   Includes  excise  taxes. 

operating  profits  of  $  19  million. 

Includes  unconsolidated  subsidiaries  or  investments. 

NA  Not  available. 

1    Includes  Canadian  subsidiaries  only. 

NM  Not  meaningful 

'    Before  security  gains. 

PD  Profit 

over  deficit 

The  25  largest  foreign  multinationals 

In  the  absence  of  consistent  disclosure  practices  and  accounting  stan- 

dards, ranking  all  the  companies 

listed  below 

in  order  of  foreign  sales 

required,  in  some  cases,  dependence  upon 

reliable 

estimates 

and 

educated  guesswork.  These  cases  are  noted  as  "NA"- 

-not  available. 

Notably  absent  are  the  major 

Japanese  companies, 

which  are 

big 

exporters  but  not  true  multinationals. 

Foreign 

Total 

Foreign 

Total 

Total 

revenue 

revenue 

as  %  of 

net  income 

assets 

Rank  Company/Country 

(millionsl 

(millionsl 

total 

(millions] 

(millionsl 

1    Royal  Dutch/Shell  Group/Neth-Britain 

NA 

$45,246 

$2,085 

$42,277 

2    British  Petroleum/Britain 

$22,200 

27,407 

81.0 

853 

24,463 

3    Philips  Gloeilampenfabrieken/Neth 

13,592 

15,096 

90.0 

327 

16,235 

4  Unilever/Britain-Neth 

NA 

18,152 

510 

7,143 

5  Nestle7Switzerland 

NA 

11,798 

413 

9,095 

6  Bayer/Germany 

8,030 

11,369 

70.6 

183 

12,116 

7  Volkswagenwerk/Germany 

7,717 

13,305 

58.0 

276 

9,935 

8  Siemens/Germany 

7,294 

14,443 

50.5 

335 

15,809 

9    Compagnie  Francaise  des  Pe'troles*/France 

NA 

10,876 

27 

9,881 

10    B.A.T.  Industries/Britain 

6,469 

7,751 

83.5 

411 

7,050 

1 1  Daimler-Benz/Germany 

6,321 

12,066 

52.4 

295 

7,036 

12  Renault/France 

5,717 

12,684 

45.1 

4t 

7,526t 

13  BASF/Germany 

5,447 

10,710 

50.9 

210 

8,681 

14    Imperial  Chemical  Industries/Britain 

4,474 

8,701 

51.4 

584 

10,504 

15  ENL'Italy 

NA 

12,576E 

-415 

1 5,405 1 

16  Hoechst/Germany 

3,983 

12,044 

33.1 

167 

11,436 

1 7  Saint-Gobain-Pont-a-Mousson/France 

3,795 

7,579 

50.1 

92 

7,667 

18  AEG-Telefunken/Germany 

3,236 

7,018 

46.1 

-147 

5,124 

19    P.S.A.  Peugeot-Citroen/France 

NA 

10,526 

310 

6,204t 

20    BL  Ltd/Britain 

2,607 

5,898 

44.2 

-25 

4,067 

21    Elf  Aquitane/France 

2,248 

9,093 

24.7 

334 

12,561 

22  Thyssen/Germany 

2,026 

11,193 

18.1 

61 

7,020 

23  Mannesmann/Germany 

1,591 

6,308 

25.2 

119 

4,622 

24    Pechiney  Ugine  Kuhlmann'France 

1,525 

6,116 

24.9 

58 

6,06  It 

25  Montedison/Italy 

NA 

6,805 

-317 

8,880 

*  All  figures  for  1977;  company  would  have  ranked  higher  if  1978 

NA  Company  does  not  report  revenue 

outside  home  country;  Forbes  ranked 

results  were  available. 

company  based  on  estimates  for  foreign  revenue. 

tl977  results. 

Note:  Sales  and  net  income  are  convened  at  an  average  rate  of  exchange  for  the 

E  Estimated. 

period;  assets  are  converted  at  year-end  rate  of  exchange. 
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Outstanding. 


\ 


A  Private  Residence  now  available  for  condominium  home  ownership. 

THE 

VASK 


OO 


900  Park  Avenue 
New  York  10021 

A  Member  of  The  American  Invsco  Family 

212/734-3700 

Sponsors:  Park  LaSalle,  Inc.  /  Subject  to  availability  alter  6/27/79.  This  advertisement  is  not  an  ottering,  which  can  be  made  only  by  a  formal  prospectus,  (.  D  'H  Pl> 


It's  smooth  sailing  when  Raytheon  stands  watch. 


Few  things  quicken  the  pulse  of  a  sailor  faster  than 
clear  skies  and  full  sails.  Some  things  that  do  are 
the  sudden  presence  of  fog.  the  appearance  of 
ominous  clouds  on  the  horizon,  01  the  onset  of 
darkness. 

But  the  experienced  boat  o\\  tier  is  prepared 
to  cope  with  changing  conditions. 

Radar,  for  example,  lets  him  see  through  fog 
and  darkness  to  avoid  hidden  danger.  A  depth 
sounder  tells  him  how  much  water  is  under  the  keel 
-helps  him  keep  from  running  aground.  A  radio- 


telephone puts  him  in  touch  with  home  or  other 
boats  and.  in  an  emergency,  with  the  Coast  Guard 

All  these  electronic  aids— and  more— are 
supplied  b\  Raytheon.  In  tact.  Raytheon  offers 
boat  owners  a  broader  selection  of  electronic 
products  than  any  other  American  manufacturer. 
Our  two  product  lines— branded  Raytheon  and 
Apelco— span  the  price  spectrum  and  serve  the 
entire  pleasure  craft  market.  A  new  low-priced, 
hand-held  radiotelephone,  for  example,  is  ideal  fo 
small  open  boats.  Using  our  new  Loran  C  receiver 


he  skipper  of  a  larger  boat  can  automatically 
pinpoint  his  position  even  hundreds  of  miles  at  sea. 
From  sailboats  to  supertankers. 

Raytheon  marine  products  are  used  on  practically 
everything  that  floats.  Highly  accurate  Fathometer" 
lepth  sounders  spot  schools  of  fish  to  help  com- 
nercial  fishermen  efficiently  harvest  the  sea.  Our 
tew  collision  avoidance  radar  system  brings  an 
bntirely  new  dimension  of  navigational  safety  to  the 
[hipping  fleets  of  the  world. 

Marine  products  are  part  of  our  electronics 


business,  one  of  five  basic  business  areas  at 
Raytheon.  The  others  are  energy  services,  major 
appliances,  educational  publishing,  and  heavy 
construction  equipment.  For  our  latest  financial 
reports,  please  write  Raytheon  Company,  Public 
Relations,  141  Spring  Street,  Lexington, 
Massachusetts  02173. 


'At  National  Distillers,  ChemLink  helps  us 
marshal  our  money  faster  and  control  it  better. 
Thanks  to  Chemical  Bank,  and  Chemical 
bankers  like  Peter  and  Jane." 


F,  Donald  Brigham,  Treasurer.  National  Distillers  and  Chemical  Corporation. 

Photographed  at  the  Houston  plant  of  U.S.I.  Chemicals—  a  division  of  National  Distillers  and  Chemical  Corporation 


"Tight  control  of  company  cash  has 
long  been  one  of  the  top  priorities  of 
financial  officers  everywhere,"  says  F. 
Donald  Brigham,  Treasurer  of  National 
Distillers,  the  diversified  chemical, 
liquor,  wine,  metals  and  textile  com- 
pany. "ChemLink,  Chemical  Bank's 
computerized  financial  management 
system,  has  made  it  easier  for  us  to 
manage  the  movement  of  our  money 
by  giving  us  more  timely  information 
about  the  cash  in  our  banks.  And  by 
facilitating  short-term  investing,  it  has 
helped  produce  savings  that  show  up 
in  hard  dollars  on  the  bottom  line. 

"We  have  48  disbursement  ac- 
counts across  the  country. To  fund  our 
local  bank  accounts  we  used  to  tele- 
phone our  disbursement  banks  and 
give  verbal  instructions— a  slow,  error- 


prone  process  that  generated  a  lot 
of  paperwork.  Now,  we  just  type  our 
instructions  on  a  terminal  and  get 
automatic  execution  via  ChemLink. 
We  also  get  virtually  instantaneous 
hard  copy  confirmation. 

"Now,  look  at  another  situation 
that's  just  as  illustrative.  We  have  32 
lock  boxes  in  18  cities.  Through 
ChemLink,  all  those  deposits  are  now 
concentrated  into  Chemical  Bank  via 
depository  transfer  checks.  Thus, 
ChemLink  makes  it  possible  for  us  to 
know  today  what  money  will  be  avail- 
able for  investment  tomorrow.  Again, 
for  far  fewer  dollars  than  what  it  used 
to  cost  us  to  concentrate  money  by 
wire  transfer. 

"Chemical's  determination  to 
maintain  a  position  of  leadership  in 


cash  management  is  evidenced  by  the 
bank's  commitment  to  existing  ser- 
vices and  to  adding  more  advanced 
capabilities  to  the  ChemLink  system. 

"As  well  as  by  knowledgeable 
people  like  Peter  Bartko,  our  account 
officer,  and  Jane  Arkedis,  our  cash 
management  specialist,  who've  made 
it  their  business  to  know  what  our 
needs  are.  And  their  advice  is  invalu- 
able." 

At  Chemical  Bank,  experienced 
people  like  Peter  and  Jane  are  an  im- 
portant factor  in  building  a  relation- 
ship as  successful  as  this  one.  But  so 
are  the  knowledge  and  professionalism 
that  result  from  continuing  leadership 
in  worldwide  cash  management.  All  of 
which  you'll  discover  as  your  relation- 
ship with  Chemical  evolves. 


ChemicalBaink 


Mam  Office:  20  Pine  Street,  New  York,  New  York  10005.  Our  Worldwide  Network:  Abidjan.  Bahrain.  Beirut.  Birmingham,  8ogotS,  Brussels.  Buenos  Aires.  Cairo, 
Caracas,  Channel  Islands,  Chicago.  Dubai.  Edinburgh,  Frankfurt.  Hong  Kong,  Houston  (affiliate),  Jakarta.  London.  Madrid.  Manila,  Mexico  City.  Milan, 
Monrovia.  Nassau.  Paris,  Riode  Janeiro.  Rome.  San  Francisco.  S3o  Paulo.  Seoul.  Singapore.  Sydney.  Taipei.  Tehran.  Tokyo.  Toronto.  Vancouver.  Vienna.  Zurich 


Kinder-Care  Learning  Centers  may  become 
the  McDonald's  of  child  day  care. 

Perry  Mendel's 
golden  diapere 


The  Up-And-Comers 


President  Perry  Mendel  of  Kinder-Care  learning  Centers 

Sell  your  company  to  save  it?  Yes,  then  buy  it  back,  leveraging  it  to  the  hilt. 


It  certainly  wasn't  an  original  con- 
cept. Perry  Mendel,  the  57-year-old 
founder  and  president  of  Montgom- 
ery, Ala.'s  Kinder-Care  Learning  Cen- 
ters, Inc.,  happily  concedes  that.  "So 
many  people  tell  me  on  my  travels,  you 
know — 'Gosh,  Mr.  Mendel,  I  had  that 
same  idea,'  "  he  says  with  the  ringing 
voice  and  dramatic  rhetoric  of  a  South- 
ern Baptist  minister. 

After  all,  the  newspapers  in  1968-69, 
when  Kinder-Care  was  conceived,  were 
full  of  articles  on  the  pressing  need  for 
child  day-care  centers  as  women's  lib, 
the  soaring  divorce  rate  and  sheer  eco- 
nomic necessity  sent  mothers  back  to 
work  in  record  numbers.  The  now-de- 
funct National  Observer  even  ran  a  front- 
page article  on  the  alluring  economics  of 
a  nationwide  day-care  chain  as  envi- 
sioned by  Nashville's  Performance  Sys- 
tems, Inc.  (the  folks  who  gave  us  Minnie 
Pearl   fried   chicken).   "That   was  the 


clincher,"  Mendel  recalls.  "It  was  a  good 
article.  They  gave  out  the  pro  forma 
numbers  on  what  a  day-care  center  could 
do  and  the  numbers  looked  beautiful!" 

Today  the  numbers  of  Mendel's 
Kinder-Care  look  beautiful  to  enough  in- 
vestors that  the  stock  trades  over-the- 
counter  at  a  red-hot  27  times  earnings. 
For  the  past  five  years  those  earnings 
have  been  growing  at  an  annual  rate  of 
50%  and  return  on  equity  has  averaged  a 
handsome  39%.  With  340  "schools"  al- 
ready in  place,  and  another  85  in  the 
process  of  being  acquired,  Kinder-Care  is 
three  times  as  large  as  its  next  largest 
competitor  (La  Petite  Academies  of  Kan- 
sas City,  Mo.).  Mendel  sees  no  problem 
increasing  the  number  of  his  schools  by 
30%  a  year  for  the  indefinite  future  even 
without  acquisitions  like  the  $20  million 
Mini-Skools,  Ltd.  deal  now  under  discus- 
sion. A  company  with  sales  of  $30  mil- 
lion that  is  already  the  McDonald's  of 


what  Perry  Mendel  estimates  is  a  $25 
hillio)i-to-$30  billion  industry  is  a  com- 
pany with  enormous  potential.  And  rea- 
sonably takeover-proof.  Friendly  Taft 
Broadcasting  Co.  has  20%  of  Kinder- 
Care's  stock. 

There  are  also  enormous  risks.  Kinder- 
Care  is  leveraged  to  the  hilt,  with  close 
to  a  3-to-l  debt-to-equity  ratio.  That  is 
three  times  the  average  in  the  equally 
competitive  fast-food  industry.  But  that 
has  been  the  story  of  Perry  Mendel's 
rather  exciting  life  at  Kinder-Care. 

Mendel  was  no  babe  in  the  woods 
when  he  and  eight  Montgomery  business 
associates  raised  the  first  $200,000  to 
launch  Kinder-Care.  The  son  of  a  restau- 
rateur (the  Roosevelt  of  Columbus,  Ga.), 
he  joined  forces  after  World  War  II  with 
his  three  brothers-in-law  in  the  Aronov 
family  auto  parts  business  in  Birming- 
ham, Ala.  That  in  turn  led  to  a  small 
fabrication  business  breaking  down  sur- 
plus tank  cars  into  cans  for  brake  fluid, 
transmission  fluid  and  motor  oil.  Then 
one  of  the  Aronovs  went  into  real  estate 
development,  opening  up  shopping  malls 
and  building  homes  at  the  rate  of  250  a 
year  in  time.  As  the  more  profitable  real 
estate  business  flourished  in  what  was 
becoming  the  Sunbelt,  Mendel  switched 
over  to  real  estate  full  time.  By  local 
standards,  at  least,  the  four  were  emi- 
nently successful,  proven  entrepreneurs 
when  Mendel,  excited  by  the  Observer 
article,  talked  his  in-laws  into  helping 
him  launch  a  child  day-care  center  chain. 
This  was  the  big  time,  he  told  them. 

"Right  from  the  start  I  expected  it  to 
be  big,"  he  recalls,  "like  Holiday  Inns.  I 
would  not  have  gone  into  it  unless  I 
thought  I  would  have  an  opportunity  to 
accomplish  the  vastness  of  what  I 
dreamed  about." 

Logically,  then,  the  group  hired  a  pro- 
fessional franchise-selling  outfit  called 
E.C.K.  Chivers  in  Miami,  Fla.  who  had 
gotten  the  Lums  restaurant  chain  start- 
ed. "Franchising  looked  like  the  way  to 
raise  front  dollars,"  says  Mendel.  "So  we 
ran  our  first  ad  in  the  Wall  Street  Journal 
'Join  the  good  ship  Lollipop.'  "  Mendel 
scowls.  "I  said,  'What  kind  of  ad  is  this?' 
But  we  got  a  tremendous  response." 

About  seven  months  later,  Mendel 
stopped  franchising  altogether.  Today  he 
calls  it  "the  greatest  decision  we  ever 
made."  He  explains:  "The  people  who 
thought  they  would  love  to  be  in  the  day- 
care business — an  ex-teacher  or  an  ex- 
minister  who  loves  to  take  care  of  chil- 
dren— knew  nothing  about  getting  a 
building  into  existence,  or  finance.  If  we 
were  going  to  have  to  arrange  for  all  the 
financing,  which  is  no  mean  trick,  and 
get  just  5%  of  gross  revenues  for  all  this 
effort,  it  didn't  make  sense." 

So,  early  in  1970,  Mendel  decided  to  go 
public— sell  40%  of  the  equity  for  $2.8 
million.  "At  that  point  in  the  soaring 
Sixties  all  you  needed  was  a  concept  to 
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Nap  time  at  a  Kinder-Care  Center 

Add  a  mini-bus  and  the  rent- a- mother  concept  easily  extends  to  before-  and  after-school  care  for  children  up  to  12. 


sell  stock — and  we  had  the  concept." 
Mendel's  underwriter  was  an  old-line 
Baltimore  firm,  Stein  Brothers  &  Boyce, 
Inc.,  which  had  been  in  business  135 
years.  But  Mendel's  timing  was  off.  The 
stock  market  collapsed  that  year,  drag- 
ging firms  like  Stein  Brothers  into  liquid- 
ity problems  that  forced  them  to  merge 
(Bache  bought  Stein  Brothers). 

Mendel  had  managed  to  get  ten 
Kinder-Care  schools  built  under  an  agree- 
ment with  the  Eagle  Savings  Association 
of  Cincinnati,  which  agreed  to  put  up  $3 
of  mortgage  money  for  every  $1  of 
Kinder-Care  net  worth.  But  the  cost  of 
the  unsuccessful  underwriting  had  low- 
ered net  worth  to  such  an  extent  that  it 
cut  off  further  mortgage  funds  from  Ea- 
gle. Things  looked  bleak.  "It  was  heart- 
breaking," he  recalls.  "We  were  practi- 
cally insolvent."  (Performance  Systems 
closed  down  its  day-care  business  at 
about  this  point.) 

"We  were  doing  about  $12,000  a  week 
in  revenues  by  July  1970,"  says  Mendel, 
"and  going  to  lunch  one  day — I  had  just 
brought  in  a  30-year-old  tax  attorney, 
Richard  f.  Grassgreen,  who  is  now  my 
executive  vice  president — I  said  'Dick,  if 
in  September  we  don't  hit  the  figures  we 
projected,  I  guess,  Dick,  you  can  go  back 
to  law  and  I'll  just  run  these  schools.'  " 

Mendel  discovered  he  was  operating  at 
about  half  the  break-even  point  needed 
to  support  his  overhead — about  20 
schools.  "We  knew  what  we  had  was 
good,  we  just  needed  more  of  it,"  he 
says.  "We  had  a  decision  to  make.  Ei- 
ther merge  Kinder-Care  with  a  larger 
company  or  go  back  to  our  stockholders 
and  ask  for  additional  dollars."  By  then 
nobody  wanted  to  put  money  into  a  new 
venture;  the  new-issue  and  venture-cap- 


ital markets  were  dead.  Reluctantly, 
Mendel  sold  out  for  $1.5  million  in 
stock  to  Warner  National  Corp.,  a  Cin- 
cinnati real  estate  developer  that  had 
once  owned  the  Eagle  Savings  Associ- 
ation where  Kinder-Care  had  its  loan. 
(Then-president  Marvin  Warner,  now 
U.S.  ambassador  to  Switzerland,  had 
been  a  college  roommate  of  Aaron 
Aronov.) 

With  his  money  needs  temporarily 
taken  care  of,  Mendel  concentrated  on 
adapting  to  the  child-care  business  real 
estate  financing  methods,  not  uncom- 
mon in  the  franchising  business,  that 
were  particularly  well  suited  to  his  needs. 
A  doctor,  a  lawyer  or  a  prosperous  busi- 
nessman agrees  to  build  a  Kinder-Care 
Center  according  to  Mendel's  specifica- 
tions and  then  lease  it  to  Kinder-Care  for 
20  years,  with  two  5-year  options  to  re- 
new. Which  means,  of  course,  that  the 
local  investors  are  financing  Kinder- 
Care's  expansion.  Typically,  the  investor 
will  put  up  $50,000  and  take  out  a 
$150,000  mortgage  at,  say,  11%  interest. 
He  gets  a  guaranteed  $24,000  a  year  lease 
income  from  Kinder-Care,  which  after 
$16,500  in  interest  charges  nets  him 
$7,500,  or  the  equivalent  of  15%  pretax 
on  his  money,  if  one  included  reduction 
of  principal  on  the  mortgage.  In  addition 
that  $7,500  is  partially  sheltered  from  tax 
by  the  various  closing  costs  and  depreci- 
ation charges.  Not  a  bad  deal  for  the 
investor  and  not  a  bad  deal  for  Kinder- 
Care.  "We  often  go  into  a  building  with 
just  the  investment  in  equipment 
alone— say  $10,000  or  $15,000,"  says 
Mendel.  "Truly,  I  think  the  one  secret  of 
Kinder-Care's  success  has  been  the  de- 
velopment of  a  sophisticated  real  estate 
department  that  can  work  with  develop- 


ers throughout  the  U.S.  We've  got  a  pret- 
ty good  head  start." 

As  Kinder-Care  schools  passed  the  100 
mark  in  the  middle  of  1975,  profitability 
was  improving  steadily.  Return  on  equi- 
ty reached  23%.  Now  the  formula  was 
down  pat.  Locations  are  on  a  side  street, 
not  far  from  the  heavily  trafficked 
McDonald's-type  locations,  but  quiet- 
er— and  cheaper.  The  target  market: 
middle-  to  upper-middle-income  families 
in  emerging  growth  areas.  Staff  start  at 
the  minimum  wage  and  are  kept  at  a  1- 
to-10  ratio  to  children  in  schools  licensed 
for  anywhere  from  75  to  120  children. 
(Mendel  may  go  to  180  in  Los  Angeles 
"because  out  there  you  have  wall-to-wall 
people  and  high  land  costs.")  Turnover  is 
very  high — the  equivalent  of  a  fast-food 
operation.  But  in  this  age  of  surplus 
teachers  and  working  mothers  the  labor 
pool  is  seemingly  inexhaustible.  For  up 
to  1 1  hours  a  day  of  day  care,  including 
two  hot  meals,  a  snack,  some  instruction 
and  some  supervised  play  (and  no  televi- 
sion), parents  are  charged  from  $27.50  to 
$45  a  week.  Controls  are  rigid.  All  mate- 
rials such  as  stackable,  plastic  toddler- 
scale  "beds"  (which  at  nap  time  look  like 
the  nadir  of  modern  packaging)  must  be 
cleared  through  Kinder-Care's  Mont- 
gomery-headquarters. Then  there  is  the 
inevitable  paperwork:  financial  reports, 
teachers'  reports,  maintenance  reports — 
all  to  ensure  that  the  "program"  is  being 
carried  out.  The  program,  says  Mendel,  is 
infallible.  "If  the  program  is  being  carried 
out,"  he  says,  in  a  voice  ringing  with 
conviction,  "there  is  no  reason  why  that 
school  shouldn't  be  successful.  We  have 
never  closed  a  school  in  the  history  of 
Kinder-Care." 

The  potential  for  add-on  programs 
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soon  dawned  on  Mendel,  too.  Some  20% 
of  his  "students"  are  now  children  of 
elementary  school  age  (6  to  12),  whose 
mothers  leave  them  at  Kinder-Care  Cen- 
ters on  their  way  to  work.  "We  will  feed 
that  child  a  hot  breakfast,"  says  Mendel, 
"transport  him  to  his  elementary  school, 
pick  him  up  after  school  and  bring  him 
back  to  the  Kinder-Care  Center  where  he 
can  do  his  homework  or  play  until  his 
mother  picks  him  up.  The  charge  is  nor- 
mally 50%  of  full  day  care."  Kinder-Care, 
then,  has  become  a  kind  of  rent-a-moth- 
er  system. 

Understandably,  Mendel  began  to 
chafe  at  the  bit  under  the  Warner  Nation- 
al banner.  He  wanted  to  buy  his  com- 
pany back.  "In  1976  I  told  Warner  that  if 
there  were  rewards,  active  management 
was  entitled  to  share  in  those  rewards," 
says  Mendel,  "and  asked  if  he  was  inter- 
ested in  selling.  I  got  an  inkling  that  he 
would  and  raised  $2.25  million  in  bank 
borrowings  and  another  $2.25  million 
from  19  individuals,  many  of  them  the 
original  backers.  Once  Warner  realized  I 
could  deliver  $4.5  million  in  cash,  it 
wasn't  too  difficult  to  agree  on  a  price. 
Warner  got  back  all  Mendel's  stock  in 
Warner  National  plus  $4.5  million  in 
cash.  It  was  a  good  deal  for  Warner  and  I 
think  he  was  entitled  to  it." 

No  sooner  was  Mendel  off  on  his  own 
again  than  along  came  Cincinnati-based 
Taft  Broadcasting  with  another  merger 


proposal.  "They  flew  down  in  their  Lear 
jet  in  1977,  spent  half  a  day  and  liked 
what  they  saw,"  says  Mendel.  "I  picked 
an  astronomical  number  as  a  sales 
price — $50  million  to  $60  million.  They 
gave  us  the  royal  treatment  up  in  Cincin- 
nati and  then  said,  'Perry,  we  love  your 
company,  but  it's  a  little  rich  for  our 
blood'  "  (at  Kinder-Care's  present  lofty 
multiple,  a  cash  acquisition  would  mean 
a  goodwill  writeoff  of  about  $30  million). 


"I  look  upon  Kinder-Care 
eventually  as  a  great  mail-or- 
der business.  We're  about  two 
or  three  years  from  the  num- 
bers it  would  take  to  allow  us 
to  go  into  marketing  merchan- 
dise. 1  just  cant  push  the  cal- 
endar up  fast  enough." 


At  this  point  Mendel  had  an  equity 
offering  pending,  so  he  could  shape  up 
his  overleveraged  balance  sheet.  Mendel 
had  not  forgotten  what  happened  the  last 
time  he  had  an  equity  offering.  "The 
thought  occurred  to  me  out  of  the  blue  to 
ask  if  they  ever  took  a  minority  position 
in  a  company,"  he  says  innocently.  Taft 
snapped  up  20% .  After  two  2-for- 1  stock 
splits  their  cost  was  the  equivalent  of 
$3.75  a  share  for  a  stock  that  now  trades 
12 'A  bid,  13  asked.  Says  Mendel:  "Taft 


Broadcasting  is  very  happy." 

Today,  as  Kinder-Care  is  in  the  process 
of  acquiring  California's  Mini-Skools  and 
its  85  units,  Perry  Mendel  is  thinking 
ahead  as  usual.  Already  he  sells  parents  of 
Kinder-Care  students  wooden  education- 
al toys,  T-shirts,  tote  bags,  scrapbooks 
and  life  insurance  policies  (Kinder-Care 
pays  the  first  year's  $21  premium).  But 
that  is  just  the  beginning.  Perry  Mendel 
thinks  he  can  be  a  specialized  catalog 
showroom  as  well.  "I  look  upon  Kinder- 
Care  eventually  as  a  great  mail-order 
business  whereby  Kinder-Care  will  pub- 
lish a  unique  catalog  for  parents  to  take 
home  and  browse  through  at  their  lei- 
sure. It  has  tremendous  potential.  I  envi- 
sion it  as  a  big,  big  business  some  day. 
We've  been  given  advice  as  to  the  num- 
bers it  would  take  to  be  economic.  Right 
now  we  have  30,000  students.  So  we're 
about  two  or  three  years  from  the  num- 
bers it  would  take  to  allow  us  to  go  into 
catalog  printing  and  marketing  of  mer- 
chandise. I  just  can't  push  the  calendar 
up  fast  enough." 

Did  Perry  Mendel  have  an  original 
idea?  No,  he  did  not.  What  he  did  have  was 
real  estate  expertise,  and  the  wit  to  extract 
from  the  many  financing  methods  used  in 
the  fast-food  business  those  that  were  best 
suited  to  his  child-care  chain.  Henry  Ford 
did  not,  after  all,  invent  the  motorcar.  Nor 
did  Ray  Kroc  invent  the  hamburger 
stand.  — Geoffrey  Smith 


"That's  a  Butler  building?1 

Yes.  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings  all  the 
time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 
can  be  as  tasteful  and  dramatic 
as  any  building. 


Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about 
energy-saving  Butler  buildings, 
call  the  local  independent 
contractor  who  can  build  one 
for  you.  See  "Butler  Mfg.  Co. 


Builder"  in  the  White  Pages. 
Or  write  Butler  Mfg.  Co.. 
Dept.  B-397.  BMA  Tower. 
Kansas  City.  Mo.  64I41, 
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>d  for  keeps 


SHERIFF 


Problem  A  police  officer  takes  a  risk 
every  time  he  pulls  someone  over  Who's  waiting  in 
the  car— a  careless  motorist  or  a  des- 
perate criminal?  It's  almost  like 
walking  into  a  dark  alley.  ^ 

The  State  of  Delaware  had 
a  communications  network  link- 
ing state  and  local  law  enforce- 
ment agencies,  designed  to  keep 
officers  alert  to  potential  dangers. 

But  the  system  used  a  manual 
teletypewriter-tape  relay  that  Downtime  slowed  communication 

WaS  Often  tOO  Slow  tO  keep  Up  With  between  agencies. 

the  flow  of  information.  And  downtime  was  becoming  a 
serious  problem.  The  system  was  due  for  expansion,  so  it 
was  decided  to  improve  speed  and  reliability,  too. 

Solution  The  State  Police  needed  a  sup- 
plier with  a  reputation  for  dependable  equipment 
and  fast,  quality  service.  They  chose  Bell.  Our  problem- 
solvers  designed  a  total  communications  system. 

Using  our  Dataspeed-  40  terminals  and  high 
speed  printers,  a  trooper's  communications  desk  can  ac- 
cess data  from  the  FBI  and  other  sources  in  15  seconds. 
An  officer  on  the  road  can  have  license 
and  registration  information  before 
he  gets  out  of  the  car. 

Our  system  speeds  admin- 
istrative matters,  too. 

If  you  haven't  f5n^0nds 
talked  systems  with  your 
problem-solving  Bell  Account 
Executive  lately,  you're 
missing  something. 

The  system  is  the  solution. 


(2)  Bell  System 


The  Money  Men 


How  Claude  Rosenberg  Jr.  almost  lost  it  with 
growth  stocks  and  came  back  with  bonds  and 
diversification. 


Confessions  of  a 
reformed  growth- 
stock  maven 


After  listening  to  aging  ex- 
e'migre's  describe  their  heroics 
during  the  French  Revolution,  the 
aristocratic  young  lady  turned  to  the  el- 
derly bishop:  "And  what  did  you  do  dur- 
ing the  Revolution,  votre  Excellence7." 

"Mademoiselle,"  replied  the  bishop,  "I 
survived." 

That  was  what  Claude  N.  Rosenberg  Jr. 
did  during  Wall  Street's  equivalent  of  the 
French  Revolution's  Reign  of  Terror.  He 
survived. 

In  the  1960s  Rosenberg  parlayed  a  flair 
for  publicity  and  three  books  on  the  mar- 
ket, Stock  Market  Primer,  The  Common 
Sense  Way  to  Stock  Market  Profits  and  Psy- 
cho-cybernetics a>ul  the  Stock  Market,  into 
fame  and  fortune.  In  those  days  he  was 
head  of  research  for  J.  Barth  &  Co.,  a  San 
Francisco  brokerage  house,  and  like 
many  others  of  his  era  he  pushed  the 
high-flying  growth  stocks  which  were 
powering  the  market  to  new  highs.  In 
1970  he  decided  to  go  out  on  his  own, 
starting  Rosenberg  Capital  Management 
in  San  Francisco  with  just  $100,000  in 
capital  and  a  scant  $25  million  under 
management. 

The  growth  stock  concept  worked  well 
through  the  early  Seventies — but  we  all 
know  what  happened  after  that.  Heads 
rolled,  ancient  brokerage  houses  passed 
from  the  scene  and  many  a  money  man- 
ager chronicled  in  Institutional  Investor 
magazine  went  to  the  guillotine.  Rosen- 
berg got  clobbered  in  1975  and  1976, 
when  his  equities  miserably  underper- 
formed  the  market  averages.  The  reason: 
too  heavy  a  concentration  in — you 
guessed  it — growth  stocks. 

But,  like  the  bishop,  Rosenberg  came 
back — stronger  than  ever.  The  ruddy- 
faced  head  of  RCM,  which  now  handles 
assets  of  $1.3  billion,  runs  what  has  be- 
come one  of  the  largest  independent 
money  management  firms  on  the  West 
Coast,  boasting  such  blue-chip  pension 
clients  as  Xerox,  J.C.  Penney,  Pacific 
Telephone,  General  Mills,  Armco  Steel 
and  Standard  Oil  of  California. 


ers:  Gary  Schreyer,  33,  from  Bank  oa 
America,  and  Rust  Muirhead,  45,  from! 
the  Detroit  firm  of  Heber  Fuger  Wendin. 
Today,  both  are  partners  and  RCM'si 
bond  portfolio  is  $400  million,  almost! 
one-third  of  the  firm's  total  assets  under 
management. 

Since  1974  RCM's  bond  market  per- 
formance has  been  outstanding.  Under 
Schreyer  and  Muirhead,  the  cumulative 
return  for  fixed-income  accounts  has 
been  nearly  60%,  compared  with  35%  | 
for  the  widely  followed  Salomon  Bros, 
long-term  bond  index  and  39%  for  the 
Lehman  Bros.  Kuhn  Loeb  shorter-matu- 
rity bond  index. 

A  good  bond  manager,  of  course,  must 


RCM's  Claude  N.  Rosenberg  Jr. 

"You  cant  fall  in  love  with  what  you've  done  in  the  past. 


How  did  Rosenberg  survive?  And 
come  back?  Essentially  by  knowing  how 
and  when  to  change  his  tune.  "You  can't 
fall  in  love  with  what  you've  done  in  the 
past  and  assume  the  future  will  mirror 
what  worked  for  you  then,"  says  Rosen- 
berg, 51,  sitting  in  his  spacious  office 
overlooking  the  Bay. 

So  what  did  Rosenberg  do?  No  more 
"psycho-cybernetics"  for  him.  He  had 
the  good  sense  to  realize  that  hot  stocks 
were  out,  bonds  were  in.  No  bond  man 
himself,  he  hired  two  smart  bond  manag- 
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be  able  to  call  interest  rates — predict  the 
future. -So  far  Schreyer  and  Muirhead 
have  been  uncanny.  They  accurately  pre- 
dicted higher  rates  for  the  last  two  years. 
As  a  result  they  were  65%  in  short-term 
money  market  instruments  through  last 
December — commercial  paper  and  other 
cash  equivalents.  By  being  heavily  short 
term,  they  were  able  to  roll  over  their 
investments  into  higher  yields  with  ev- 
ery spiral  turn  of  the  interest  rate  ratch- 
et. They  now  expect  interest  rates  to 
peak  late  this  summer.  So  they  are  mov- 
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ing  increasingly  into  long-term  instru- 
ments such  as  Federal  Home  Loan  Mort- 
gage Corp.  bonds  and  high-grade  corpor- 
ates  like  triple-A  rated  Shell  Oil  issues. 
Their  portfolio  is  presently  one-third  in 
cash,  the  rest  in  bonds. 

Schreyer  and  Muirhead  expect  that 
short-term  rates  (commercial  paper)  will 
level  off  in  August  somewhat  higher  than 
the  recent  10%,  and  long-term  rates 
(high-grade  .corporates)  will  climb  to 
9%%  from  today's  9.45%.  With  that  in 
mind,  they  plan  to  be  fully  invested, 
mainly  in  triple-A  corporates  with  sev- 
en- to  ten-year  maturities  by  late  July. 
This  is  what  they  think  will  happen: 
Once  the  peak  is  reached,  the  bond  mar- 
ket will  be  flooded  with  billions  of  insti- 
tutional dollars  now  waiting  on  the  side- 
lines. This  will  drive  bond  prices  up  and 
yields  down.  They  /x>f)e 


Claude  Rosenberg  and  his  team  of  four 
partners  run  the  two-thirds  of  RCM 
money  that  is  in  stocks,  but  in  a  more 
conservative  manner  than  of  yore.  The 
firm  diversifies  its  equity  portfolio  into 
five  areas:  recognized  growth  compa- 
nies, second-tier  or  not-fully-recognized 
growth  companies,  cyclicals,  semicycli- 
cals  and  special  situations.  Recently  this 
approach  has  paid  off.  Last  year  their 
equities  returned  nearly  11%,  compared 
with  6.6%  for  the  Standard  &  Poor's  500 
and  only  2.8%  for  the  Dow  Jones  indus- 
trials. This  year  also  looks  good.  "We 
learned  that  diversification  by  industry 
was  myopic  because  you  could  still  end 
up  with  an  entire  portfolio  in  growth  or 
cyclical  stocks  or  special  situations," 
says  Rosenberg. 

Over  15%  of  RCM's  equity  portfolio  is 
invested  in  cyclical  stocks  generally  held 


Their  predictions  are  pinned  to  the 
belief  that  the  Carter  Administration 
will  concentrate  on  inflation,  enforcing 
wage  and  price  guidelines  and  imposing 
Selective  credit  controls  on  banks.  Once 
inflation  begins  to  subside,  they  believe, 
the  Federal  Reserve  Board  will  increase 
the  money  supply  to  ease  the  pressures 
on  interest  rates.  As  the  dollar  strength- 
ens in  response  to  lower  inflation,  for- 
eign money  will  be  attracted  to  the  U.S. 
capital  markets,  having  the  effect  of  fur- 
ther driving  down  interest  rates. 


for  one  to  two  years.  Good  timing  here  is 
of  paramount  importance.  Take  the  case 
of  Sundstrand  Corp.,  a  manufacturer 
(among  other  things)  of  constant-speed 
generators  for  the  electrical  systems  of 
aircraft.  RCM  paid  about  18  for  the  stock 
a  year  and  a  half  ago,  believing  that  it 
would  benefit  from  the  airline  industry's 
boom  from  cut-rate  air  fares.  It  did — and 
recently  sold  at  25. 

To  cushion  its  portfolio  on  the  down- 
side, RCM  has  invested  about  15%  of  its 
funds  in  so-called  "semicychcal"  or  "de- 


fensive" stocks.  Among  RCM's  favor- 
ites: Wells  Fargo,  Seafirst  Corp.,  Dayton 
Hudson  department  stores  and  Standard 
Oil  of  California.  Why  are  they  defen- 
sive? Because,  says  Rosenberg,  they  are 
solid  companies  whose  chances  of  an 
earnings  drop  are  slim. 

Among  the  old  growth  stocks,  Rosen- 
berg's darling  is  Schlumberger,  Ltd.  His 
other  choices:  Xerox,  SmithKline,  Kodak 
and  Merck  &.  Co.  His  reasoning?  Rosen- 
berg thinks  the  dollar  will  be  stronger  in 
the  next  year,  and  that  should  lure  for- 
eign investment  to  the  U.S.  The  chances 
are,  he  feels,  that  the  money  will  flow 
first  into  these  highly  visible,  big-capital- 
ization companies. 

The  second-tier  growth  category  in 
which  he  is  20%  invested  comprises  less 
widely  followed  stocks  whose  historical 
earnings  and  dividend  growth  has  ex- 
ceeded the  market  averages  by  at  least 
50% .  His  current  selections  include  Gan- 
nett, Capital  Cities  Communications, 
Edison  Brothers  Stores,  Baker  Interna- 
tional and  Farmers  Group. 

RCM  has  invested  15%  of  its  portfolio 
in  the  special  situation  category — small- 
to-medium-size  lesser-known  compa- 
nies. A  particular  favorite  is  Dennison 
Manufacturing  Co.,  a  Massachusetts- 
based  maker  of  stationery  and  office  sup- 
plies. Dennison  attracted  RCM's  interest 
last  fall  when  the  company  sold  off  its 
copying  and  word-processing  business — 
and  stopped  trying  to  compete  against 
such  giants  as  3M,  Xerox  and  IBM.  RCM 
bought  heavily  into  the  stock  late  last 
year  at  16;  it  is  now  selling  at  20,  a  25% 
appreciation.  Another  selection  is  Al- 
bertson's, the  Idaho-based  supermarket 
chain  that  RCM  bought  at  25  some  three 
years  ago  but  which  is  now  selling  at 
nearly  40. 

RCM  has  also  been  buying  McDon- 
ald's, whose  stock  has  dropped  25%  in 
recent  months  as  the  fast-food  competi- 
tion has  intensified  and  gasoline  and  beef 
prices  have  soared.  RCM  is  betting  that 
its  stock  price  will  rebound  substantially 
from  its  current  45  level. 

As  for  the  stock  market,  Rosenberg 
predicts  the  DJI  will  reach  1050  in  the 
next  year,  assuming  a  stronger  dollar  and 
a  peak  in  interest  rates.  But  he  knows 
that  no  trend  lasts  forever — whether  it 
be  bonds  or  growth  stocks  or  whatever. 
The  events  of  the  early  Seventies  burned 
that  into  his  psyche — cybernetically. 
With  his  own  future  survival  in  mind,  he 
plans  to  expand  his  two-year-old  closed- 
end  real  estate  fund  (now  about  $120 
million  in  size),  which  invests  pension 
funds  mainly  in  commercial  and  indus- 
trial properties. 

What  did  you  do  during  the  market  and 
brokerage  shakeout  of  the  early  Seven- 
ties, Claude  Rosenberg?  When  future 
generations  ask  him  that  question,  he 
can  honestly  reply:  "I  got  myself  a  new 
act."  — Nick  Gallucc  io 
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Rochester  Telephone  is  a  well-run,  and  lucky, 
utility.  Its  most  urgent  problem  at  the  moment 
is  what  to  do  with  all  its  money. 


The  only  problem 
to  have 


By  Allan  Sloan 


LIKE  JUST  ABOUT  EVERY  OTHEK  Utility, 
Rochester  Telephone  Corp.  is  hav- 
ing money  problems.  It's  not  your 
normal,  boring  cash  crunch,  however. 
Rather,  the  company  is  generating  more 
money  than  its  telephone  business  can 
absorb.  "Our  dilemma,"  says  Rochester 
Tel  President  James  Henderson,  "is  to 
find  legitimate  business  opportunities 
for  all  of  it." 

You  don't  run  across  this  sort  of  thing 
much  in  the  utility  business  these  days, 
when  soaring  inflation,  double-digit  in- 
terest rates  and  distress  sales  of  new  eq- 
uity at  prices  below  book  value  have 
driven  many  companies  to  the  wall.  But 
Rochester  Tel  isn't  the  kind  of  utility 
you  run  across  much,  either. 

First,  its  service  area, 
Rochester,  N.Y.,  isn't  grow- 
ing. That's  bad  luck  for  Roch- 
ester, but  a  terrific  break 
for  Rochester  Telephone's 
stockholders.  Here's  why: 
Between  rising  costs  and  reg- 
ulatory lag,  it's  unprofitable 
for  a  utility  to  do  much  ex- 
pansion. The  low  growth  in 
its  metropolitan  Rochester 
service  area — 1979  popula- 
tion, 839,000,  up  only  1.5% 
since  1975 — means  there's 
not  very  much  pressure  on 
Rochester  Tel  to  expand  its 
phone  system. 

That  allowed  for  a  modest 
construction  budget  of  $29.5 
million  last  year,  down  from 
$34.1  million  in  1977  and 
$45.9  million  in  1974.  Roch- 
ester Tel's  depreciation  ($25.2 
million  last  year)  and  net  in- 
come ($24.5  million)  amply 
covered  that,  as  well  as  $13.3 
million  of  dividend  payments. 
Rochester  Tel  hasn't  raised 
capital  by  selling  stock  since 
1967  and  it  hasn't  borrowed  in 


the  bond  market  since  1975.  Instead,  it 
has  been  able  to  concentrate  on  getting 
into  related  but  higher-margin  fields  such 
as  telephone  equipment  and  consulting 
services. 

At  the  moment,  Rochester  Tel  is  sit- 
ting on  $21  million  in  cash  it  doesn't 
know  what  to  do  with.  The  boss,  James 
Henderson,  is  uniquely  fitted,  by  back- 
ground and  temperament,  to  enjoy  the 
problem.  Henderson,  50,  a  native  of  New 
York  City,  ended  up  at  Rochester  Tel  in 
1966  after  he  was  unceremoniously  ex- 
pelled from  the  Bell  system  for  refusing 
to  accept  a  transfer  from  Skaneateles, 
N.Y.  (near  Syracuse)  to  Brooklyn.  That 
ouster — plus  the  fact  that  he  had  to  take 
a  $5,000  pay  cut  and  a  demotion — jarred 
Henderson    into    thinking   about  the 


phone  business  in  decidedly  unconven- 
tional ways.  Examples: 

•  When  Rochester  Tel's  employees 
struck  a  few  years  ago,  it  occurred  to 
Henderson  that  maybe  they  weren't  all 
needed.  The  result:  The  company  now 
employs  2,762  people,  down  25%  from 
January  1975. 

•  Long  before  it  was  fashionable  to  do; 
so,  Rochester  Tel  encouraged  customers 
to  pick  up  their  phones  from  the  com- 
pany and  do  their  own  installations. 
That  allowed  Rochester  Tel  to  get  by 
with  fewer  installers,  and  the  discount 
Rochester  Tel  gave  self-service  custom- 
ers was  less  than  the  company  saved  on 
labor  costs. 

•  Unlike  the  Bell  system — which  for 
years  tried  to  hold  back  the  inevitable 
by  forcing  customers  to  rent  "interface" 
devices  if  they  provided  their  own 
phones — Rochester  Tel  just  allowed  peo- 
ple to  plug  in  and  turn  on.  "We  felt, 
Jesus,  the  interface  won't  work  for  us," 
Henderson  said,  his  feet  propped  up  on 
the  coffee  table  in  his  austere  office. 
"We  buy  phones  from  the  same  place 
everyone  else  does,  Stromberg-Carlson. 
How  can  we  tell  people  we  can  use  the 
phone  and  they  can't?"  Seeing  that 
competition  was  coming,  Rochester  Tel 
set  up  a  subsidiary,  Rotelcom,  that  pro- 
vides telephone  equipment  and  consult- 
ing services  in  areas  ranging  from  Roch- 
ester to  Bermuda.  "That's  our  big  future 
growth,"  Henderson  says. 

A  natural  way  for  Rochester  Tel  to 
deploy  its  excess  cash  is  to  buy  other 
telephone  companies.  In  1974  Rochester 
Tel  bought  a  small  phone  company  in 


/dines  Henderson,  president  o/  Roc/.vster  Teleplx>ne 

He's  got  a  $21  million  problem  other  utilities  would  love  to  have. 
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Peter  Bleyler,  vice  president,  tells  how  A&A  works  from  a  client's  point  of  view: 


"We're  way  ahead  in  projecting  how  new  retirement  laws 

affect  benefits  planning!' 


"Our  computer  operation  is 
already  able  to  project  accurately  the 
changes  in  the  Social  Security  law 
and  tell  clients  what  they  need  to 
know:  not  only  the  employer  cost  of 
the  Social  Security  tax  but  also  its 
financial  impact  on  their  benefits 
programs.  We're  also  counseling  on 
the  effect  of  the  new  mandatory 
retirement  age.  From  the  client's 
point  of  view,  pensions,  life  insur- 
ance, medical  plans  and  disability 
income  programs  could  all  be 


problem  areas." 

Working  from  a  client's  point  of 
view  is  our  way.  In  St.  Louis,  where 
Pete  Bleyler,  F.S.A.,  is  a  consulting 
actuary.  And  in  over  110  cities  here 
and  overseas. That  means  working 
as  allies,  solving  business  problems 
together.  Our  Human  Resource 
Management  experts  not  only  coor- 
dinate benefits  planning  to  avoid 
costly  overlapping,  but  they're  on 
top  of  late-breaking  governmental 
regulations. 


We  think  our  dedication  to 
acting  as  an  ally  of  the  clients  we 
represent  is  a  big  reason  why  A&A 
has  become  a  worldwide  leader  in 
the  insurance  brokerage  and  finan- 
cial services  business.  We  have  the 
facilities,  expertise  and  strength  to 
act  as  effective  allies.  We  work  from 
the  client's  point  of  view,  whether 

!sLcrgrrratlon^exander 
smaii  £A|exander 

The  Allies 


Sylvan  Lake,  N.Y.  and  in  1976  bought 
another,  Highland  Telephone,  in  Mon- 
roe, N.Y.  The  two  little  subsidiaries  have 
turned  into  the  most  profitable  parts  of 
Rochester  Tel:  Sylvan  Lake  earned  20% 
on  equity  last  year,  and  Highland,  16%. 
That's  without  rate  increases.  By  the 
way,  Rochester  Tel  inherited  the  two 
companies'  rate  structures  but  lowered 
their  capital  and  other  costs  by  using  its 
own,  larger  resources. 

Henderson  would  like  to  do  more  of 
that,  but  he  says  there  aren't  any  compa- 
nies available  in  New  York  state  at  a 
reasonable  price.  He'd  like  to  buy  some 
in  other  states,  but  the  New  York  Public 
Service  Commission  is  asserting  it  can 
block  such  purchases.  Rochester  Tel 
tried  to  get  around  that  by  forming  a 
holding  company,  but  the  PSC  refused  to 
authorize  it. 

Henderson  also  briefly  considered 
making  a  pass  at  General  Telephone's 
New  York  operations,  but  decided  not  to 
bid  because  the  numbers  weren't  rfght. 
Now  he's  looking  at  water  companies  as 
potential  investments. 

One  possible  use  of  the  money  would 


Rochester  Telephone  is  a 
sound,  conservative  invest- 
ment like  utilities  used  to  be. 
It  offers  investors  a  decent 
yield,  a  healthy  cashflow  and 
the  prospect  of  future  in- 
creases in  both  dividends  and 
earnings. 


be  to  buy  in  the  $14  million  of  4.75% 
debentures  Rochester  Tel  has  outstand- 
ing. Although  the  conversion  price  is 
$23,  some  20%  above  the  current  market 
for  Rochester  Tel  stock,  the  debentures 
are  being  converted  at  a  rapid  rate,  dilut- 
ing earnings  per  share.  Although  each 
converted  $1,000  bond  buys  only  about 
$800  of  stock,  the  shares  pay  $67.83  in 
dividends  at  the  current  rate,  substantial- 
ly more  than  the  bond's  $47.50  in  inter- 
est. But  if  Rochester  Tel  bought  in  the 
bonds,  retiring  4.75%  debt  with  money 
now  earning  income  at  double-digit 
rates,  the  PSC  would  go  berserk,  asking 
how  such  a  move  was  in  the  interest  of 
Rochester  Tel's  customers. 

Rochester  Tel  is  a  sound,  conservative 
investment  like  utilities  used  to  be.  It 
has  a  good  yield  (over  8% ),  a  healthy  cash 
flow  and  the  prospect  of  future  increases 
in  dividends  and  earnings.  Even  though 
utility  stocks  have  been  out  of  favor, 
Rochester  Tel  hasn't  been:  Henry  Single- 
ton's Teledyne  owns  a  5.4%  chunk,  and 
Sears'  Allstate  subsidiary  has  5.7%. 

And  there's  the  company's  $21  million 
(around  $2.20  a  share)  of  surplus  cash 
that  Henderson  is  worried  about  invest- 
ing. That's  a  problem  all  right — the  only 
problem  to  have.  ■ 
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A  relatively  obscure  amendment  to  the  Feder- 
al Revenue  Sharing  Act  may  do  for  account- 
ing what  discount  houses  did  to  retailing-^ 
make  the  customers  price  conscious. 


Excess  capacity? 


By  Brian  Mc  Glynn 


The  accountant-client  relationship 
has  been  likened  to  that  of  doctor  and 
patient,  priest  and  penitent,  or  even  hus- 
band and  wife.  Do  you  haggle  with  your 
doctor  over  his  fee,  with  your  wife  over 
the  price  of  her  birthday  present?  Of 
course  not.  Nor  with  your  high-toned 
accountant  over  his  bill.  Accounting  fees 
are  just  not  discussed  in  polite  company. 

Such  niceties  are  still  therule  in  corpora- 
tion-auditor relations,  but  not  in  the  hotly 
competitive  municipal  accounting  field. 
Municipalities  must  make  public  informa- 
tion about  audit  contracts.  Thanks  to  a 
1976  amendment  to  the  Federal  Revenue 
Sharing  Act,  which  forces  local  govern- 
ments to  undergo  audits,  the  veil  of  secre- 
cy surrounding  accounting  fees  has  been 
lifted  somewhat.  Surprise!  Accounting 
fees  aren't  quite  as  haggle-proof  as  the 
profession  would  like  you  to  think. 

The  soap  companies  call  it  "cents-off 
deals,"  department  stores,  "traffic  build- 
ers." In  accounting  it's  called  "practice 
development."  But  price-cutting  is  price- 
cutting,  no  matter  what  you  call  it. 

Among  the  Big  Eight  accounting 
firms,  fees  range  as  high  as  $100  an  hour 
for  auditing  services.  Nonnegotiable? 
Coopers  &  Lybrand  is  auditing  the  City 
of  Boston  for  $500,000,  about  $7  an  hour, 
and  the  State  of  Maryland  for  $587,000, 
less  than  $10  an  hour.  Venerable  Ernst  & 
Ernst  lost  the  Boston  job  with  a  bid  of 
$45,000  because  the  city  fathers  felt  the 
firm  did  not  understand  the  scope  of  the 
job.  But  E&E  won  the  State  of  New 
Hampshire  auditing  contract  for  that 
same  amount,  beating  out  bids  as  high  as 
Deloitte  Haskins  &  Sells'  $555,000. 

This  kind  of  price-shaving  takes  its 
toll.  Already  it  has  cut  into  the  average 
partner's  take,  causing  a  decline  in  part- 
ners' income  at  Coopers  &  Lybrand  and 
Touche  Ross.  Peat,  Marwick,  Mitchell  & 
Co.,  too,  has  seen  margins  sliced. 

But  why  cut  prices?  After  all,  if  ac- 
countants sit  tight  the  business  will 


Numbers  Game 


probably  come  to  them  anyhow.  The 
laws  say  the  work  must  be  done.  The) 
word  from  the  C.P.A.s  is  that  they  feel 
they  are  gaining  expertise  in  the  munici 
pal  audit  field.  But,  notes  Earl  C.  Keller 
professor  of  accounting  at  the  Universit> 
of  Michigan,  audit  rules  are  the  same  foi 
cities  and  corporations.  "All  the  CPA 
firms  want  to  get  larger,"  he  says.  "The 
corporate  business  is  not  expanding,  all 
they're  doing  there  is  trading  clients." 

What  do  the  accountants  say?  William 
J.  Raftery,  director  of  government  ser 
vices  at  Main  Lafrentz  &  Co.,  is  frank: 
"You  have  to  have  [spare]  staff  on  hand 
for  larger  clients.  We  [accounting  firms 
wind  up  with  excess  capacity  and,  jusD 
like  the  Japanese  dump  steel,  you  could 
say  there's  some  dumping  of  staff."  Hi 
counterpart    at    Coopers    &  Lybrand, 
lames  A.  Hogan,  agrees:  "Municipal  jobs 
often  come  up  during  accounting's  slow* 
season — most  fiscal  years  end  June  30 — 
so  the  people  working  on  a  lot  of  these 
jobs  would  be  sitting  around  doing  noth 
ing  if  they  didn't  have  the  city  audits  to 
occupy  their  time." 

As  the  municipal  market  battle  con 
tinues — and  for  the  first  time  ever  the 
battle  is  in  the  open — some  corporate 
clients  are  wondering  why  it's  only  cities 
that  benefit  from  price-cutting.  They  are 
wondering  if  they  aren't  paying  some  of 
the  cost  of  municipal  audits. 

"I  suppose  there's  some  social  good," 
says  Control  Data  Corp.  comptroller 
Gary  E.  Polaczyk,  "and  from  our  view 
point,  it's  okay  as  long  as  it  doesn't  go 
too  far.  If  they're  undercutting  too  much, 
obviously  somebody's  paying  for  it." 

CDC's  auditor,  Peat,  Marwick,  Mitch- 
ell, audits  the  City  of  New  York  for  $1 
million  a  year — around  $26  an  hour.  That 
is  fairly  high  for  a  city  job,  but  corporate 
audit  committees  across  the  country 
would  drool  at  such  a  cheap  contract. 
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Why  does  every 
emerging  nation  want 
its  own  steel  industry? 


Because  just  like  the  mature,  industrialized  nations 
of  the  world,  the  less-developed  countries  know  the 
importance  of  a  strong  domestic  steel  industry... to  their 
national  economy  and  to  their  national  defense.  Because 
they  don't  want  to  depend  on  foreign  sources  for  a 
reliable  supply  of  the  world's  most  useful  metal. 

What's  needed  to  insure  a  healthy,  growing 
American  steel  industry?  Governmental  policies  that 
will  allow  us  to  generate  the  additional  funds  needed 
to  modernize  and  expand. 


Bethlehem 


Bethlehem  Steel  Corporation,  Bethlehem,  PA  18016 


What  makes  civil  servants  so  fragile?  Did  you 
know  that  323,000  federal  retirees  are  "dis- 
abled"? That's  right,  323,000. 


I'm  not 
all  right,  Jack 


By  Fern  Schumer 


/  S  />ension  watchdog  Thomas  Tinsley 
The  system  cleans  out  the  ranks. 


lccted  from  a  disability  pension  is  no 
longer  tax  free.  Applications  in  1978  for 
disability  pensions  were  down  20%  from 
1977;  about  90%  of  the  1978  applicants 
receive  pensions. 

A  federal  employee  may  claim  disabil- 
ity retirement  if  he  has  completed  at 
least  five  years  of  civilian  service  and  is 
unable,  for  medical  reasons,  to  perform 
any  one  part  of  his  job  efficiently.  With  a 
pension  of  at  least  40%  of  the  average  of 
his  highest  salaries  for  three  years,  a  re- 
cipient can  take  a  private  sector  job  and 
continue  to  collect  his  pension  unless  for 
two  consecutive  years  he  earns  80%  of 
what  his  old  job  now  pays.  But  this  rule 
can  be  manipulated  with  a  high  salary 
one  year  and  a  low  one  the  next. 

It  is  difficult  to  catch  malingerers.  Says 
Tinsley:  "The  only  way  I  know  is  when 
some  neighbor  gets  mad  at  the  guy  and 
writes  me  a  letter,"  and  it  often  isn't 
worth  the  time  and  effort  to  track  down 
abusers.  "If  you're  going  to  save  money, 
you've  got  to  find  ways  to  keep  that  guy 
from  retiring."  The  Office  of  Personnel 
Management  doesn't  yet  cross-check  its 
records  with  the  Internal  Revenue  Ser- 
vice to  see  what  its  disabled  retirees  are 
actually  earning. 

"The  system  is  set  up  to  encourage 
people  to  play  games  instead  of  encourag- 
ing them  to  work,"  says  Robert  Schleck, 
senior  research  analyst  at  the  Tax  Foun- 
dation, a  group  which  has  studied  federal 
employee  retirement  systems. 

Who's  to  blame?  Not  the  malingerers, 
really.  They  are  simply  taking  advantage 
of  a  lax  situation.  The  ultimate  blame — 
as  with  most  government  waste — rests 
with  Congress.  As  Thomas  Tinsley  puts 
it:  "I  haven't  seen  a  bill  even  introduced 
into  Congress  to  stop  the  games  which 
are  being  played."  ■ 


Think  you've  heard  the  last  word  in 
bureaucratic  rip-off  stories?  Then 
what  about  the  "disabled"  former 
federal  worker  who  retired  on  a  $4,176 
disability  pension  but  made  $50,000  in 
one  year  on  a  full-time  job? 

A  fluke?  Not  at  all.  The  case  points  up 
the  potential  for  abuse  in  the  govern- 
ment's retirement  program.  The  General 
Accounting  Office  says  that  under  cur- 
rent lax  procedures,  some  individuals  are 
even  drawing  two  disability  pensions  for 
the  same  medical  condition,  one  from 
civilian  agencies,  the  other  from  military 
agencies.  In  1978  taxpayers  paid  close  to 
$2  billion  in  disability  payments. 

The  Office  of  Personnel  Management 
(formerly  the  U.S.  Civil  Service  Com- 
mission) concedes  that  only  about 
160,000  of  the  323,000  "disabled"  ex- 
federal  workers  are  truly  disabled,  and 
that  the  system  is  often  used  to  get  rid  of 
unwanted  employees.  Its  defense:  Every- 

"This  system  is  no  more  milked  than  Companies  that  don't  know  the  mistakes  of 

&!^ty^SiJSS5£b^  the  past  are  doomed  to  repeat  them.  SPI  will 
^.^^t^^T^  prove  this  for  as  little  as  $12,000  a  year. 

private  sector.  Some  of  their  long-term 
disability  programs  are  just  as  liberal  as 
ours,  and  they  use  them  to  clean  out 
their  ranks,  too.  The  only  thing  that  pri- 
vate industry  has  to  worry  about  is  the 
unions,  and  the  unions  are  perfectly  will- 
ing to  agree  to  these  arrangements  and 
turn  their  head." 

Tinsley  defends  the  system  as  an  im- 
portant personnel  management  tool  for 
the  government:  "If  you're  trying  to  re- 
duce federal  employment,  you  want  to 
make  it  easier  for  more  people  to  leave. 
Disabilty  gives  you  room  for  turnover  in 
the  ranks.  Every  organization  needs 
change,  particularly  when  you  get 
changes  in  national  policy,"  he  says. 

After  revelations  of  widespread  abuse, 
rules  were  changed.  The  first  $5,200  col- 


Anticonsultant 
consultant 


By  Phyllis  Berman 
and  Stanley  H.  Brown 


Listen  to  Sidney  Schoeffler  talk 
about  the  lessons  of  his  data  bank 
for  business  and  you'll  think  he  is 
out  to  stifle  genius  and  thwart  innova- 
tion: "Become  a  prudent  and  deliberate 
follower,"  he  tells  a  good  number  of  the 
members  of  his  Strategic  Planning  Insti- 


tute in  Cambridge,  Mass.,  "be  an  adroit 
follower,  not  a  statesman." 

Schoeffler  isn't  talking  to  a  Joseph  Wil- 
son trying  to  turn  his  little  photographic 
supply  company  into  Xerox.  He  knows 
that  demon-ridden  people  who  change 
the  direction  of  the  world  don't  ask  for  or 
take  any  counsel  but  their  own.  He  is 
talking  to  what  he  calls  "ordinary  mor- 
tals with  ordinary  luck."  He  thinks  he 


78 


FORBES,  (UNE  25,  1979 


Break  through  the  information 
barrier  that's  keeping  you  away 
from  really  big  money! 


For  less  than  the 
cost  of  your 
morning  coffee, 
you  can  know 
what's  really 
happening  in 
business  when 
it  happens. 


Why  shouldn't  your  salary  be  ten,  twenty  or  even  forty 
thousand  a  year  more  than  it  is  now?  No  reason  at  all.  But  it 
won't  come  by  wishing.  Getting  ahead  is  usually  a  case  of 
using  your  head — and  all  the  information  you  can  pack  into 
it — on  a  timely  basis. 

That's  where  having  your  own  subscription  to  Business- 
Week comes  in.  And  it  comes  in  at  a  weekly  cost  that  is 
probably  less  than  you  spend  for  your  morning  coffee.  For 
just  550  a  week,  BusinessWeek  quickly  and  easily  puts  you 
in  touch  with  practically  everything  you  need  to  know 
about  what's  happening.  No  other  source  provides  more 
business  news.  You'll  get  concise,  comprehensive  reporting 
on  marketing,  the  economy,  government,  Wall  Street,  tech- 
nology, manufacturing,  the  law,  international  business  and 
every  other  area  of  importance  to  management. 

But  BusinessWeek  doesn't  just  tell  you  what's  going  on, 
and  where,  and  to  whom.  BusinessWeek  looks  behind  the 


news  and  tells  you  what  it  means,  tells  you  why  things  are 
happening.  And  perhaps  most  importantly,  tells  you  what  it 
means  now  and  for  the  future. 

Depend  on  BusinessWeek  to  bring  you  key  financial  data 
before  anyone  else... the  latest  corporate  strategies... the 
whys  and  wherefores  of  economic  trends... the  implications 
of  new  government  regulations. ..and  perceptive  forecasts 
about  where  business  is  heading.  If  you  don't  have  the  right 
information  at  the  right  time,  you  are  making  decisions  in 
the  dark.  But  with  BusinessWeek  as  your  information  center, 
you  can  shine.  Bosses  like  that. 

Getting  your  own  subscription  to  BusinessWeek  is  a 
piece  of  cake.  Just  as  easy  as  ordering  your  coffee — and  less 
costly.  Use  the  coupon  below  and  find  out  what's  really 
brewing  in  the  world  of  business  while  it's  fresh.  Get  your 
career  perking.  Act  now. 

Use  this  no-risk  order  form. ..or  call  toll-free  |24-hours| 
(800)  523-7600  (in  PA.,  (800)  662-5180). 


BusinessWeek 

1221  Avenue  of  the  Americas 
New  York,  New  York  10020 

Yes,  I'd  like  to  profit  from  BusinessWeek.  Please  enter  a  subscription  in  my  name  at  the 
regular  one  year  rate  of  S28.50*  (a  S36.50  savings  from  the  newsstand  price).  If,  after 
reading  the  first  three  issues,  I  decide  BusinessWeek  does  not  live  up  to  your  promise.  I  'll 
write  "cancel"  on  your  invoice  and  owe  nothing 

□  Bill  company  □  Bill  me  □  Check  enclosed 

□  Ms. 
Name    □  Mr. 

Title  

□  Manufacturer 

Company  □  Non-Manufacturer 


Product  or  service 


Approximate  #  of  employees 


Please  send  my  subscription  to  my  □  home  □  office.  Address  below. 
Street 


City 


State 


Zip 


FREE:  Send  payment  with  order  and  get  our  176-page  EXECUTIVE  PORTFOLIO  of 
BusinessWeek  special  reports  on  major  business  issues  and  opportunities.  Same  cancel- 
lation privilege. 

*  S33. 00  in  Canada  [U  S  Dollars),  write  for  rates  in  other  countries.       .  68120 
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knows  how  they  can  survive  and  pros- 
per. That  is,  he  heheves  his  Strategic 
Planning  Institute's  data  bank  does. 

Doubt  has  little  place  in  the  lexicon  of 
the  55-year-old  economist  who  also 
taught  at  the  University  of  Massachu- 
setts. His  SP1  offers  its  more  than  200 
member  companies  the  probabilities  his 
computer  derives  from  data  they  have 
given  him.  The  data  cover  1,700  prod- 
ucts and  services  his  customers  have 
been  involved  with.  Among  these  are 
successes,  failures,  also-rans.  The  mem- 
bers give  him  confidential  information 
on  market  shares,  product  quality,  re- 
search-and-dcvelopment  spending,  pro- 
duction processes  and  26  other  aspects 
of  their  businesses.  His  computer  pro- 
cesses the  numbers,  conceals  the  identi- 
ties of  the  companies  and 
industries  and  churns  out 
the  strategic  answers  for 
Schoeffler's  members, 
who  pay  $12,000  to 
$20,000  a  year  for  access 
to  what  amounts  to  con- 
sultations on  business 
strategy. 

But  don't  call  Schoeffler 
a  consultant.  That's  a 
dirty  word  to  the  self-as- 
sured professor,  who  sees 
SPI's  data  bank  as  a  major 
advance  over  traditional 
consulting.  "The  consul- 
tants are  to  strategic  plan- 
ners as  midwives  are  to 
obstetricians.  The  con- 
sulting firms  have  bright, 
talented  M.B.A.s  and 
sometimes  they  come  up 
with  the  right  answers. 
But  we  are  the  first  to  in- 
troduce an  element  of  sci- 
ence, a  provable  data 
base." 

Schoeffler  began  put- 
ting together  his  numbers 
about  20  years  ago  at 
General  Electric.  Using 
that  company's  diverse 
operations — in  some  100 
different  businesses — as 
his  first  data  base,  he  be- 
gan identifying  what  he 
calls  "regularities"  in  business  that 
could  be  used  to  predict  return  from  new 
ventures,  products,  marketing  ap- 
proaches and  other  variations  on  busi- 
ness-as-usual. Then  in  1972  he  decided 
he  needed  more  data,  so  he  took  the  GE 
numbers  with  him  to  Harvard  Business 
School  and  got  another  30  companies  to 
put  their  numbers  into  the  bank.  After 
three  years  Schoeffler  figured  he  had 
enough  data  to  open  his  Strategic  Plan- 
ning Institute. 

"Feed  a  computer  with  a  set  of  known 
characteristics,"  he  insists,  "and  they 
will  account  for  80%  of  what  causes  suc- 
cess or  failure.  Only  20%  of  what  hap- 


pens to  any  product  is  a  matter  of  man- 
agement skill  or  luck."  More  than  that, 
Schoeffler  asserts  that  the  laws  of  busi- 
ness his  computer  has  discovered  apply 
almost  uniformly,  whether  you  make 
cars  or  candy. 

So  what  are  the  rules  of  the  game  ac- 
cording to  Schoeffler's  SPI  computer? 
Clearly  one  of  the  most  important  ones 
is  that  if  you  don't  already  have  a  major 
market  share  for  a  product,  don't  try  to 
build  it  with  rescarch-and-development 
spending;  chances  are  it  will  all  go  down 
the  drain. 

Maybe  you  already  figured  that  out.  It 
does  seem  reasonable.  But  with  a  seat  at 
SPI,  your  printout  will  demonstrate  it 
clearly  not  only  with  a  projection  of  your 
own  company's  return  on  investment 


Sidney  v  boeffle 
"We'll  put  the 


r  of  SPI 

consultants  out  of  business. 


but  also  with  a  rundown  of  comparable 
efforts  already  in  the  data  bank  of  histo- 
ry. Armco  Steel  Corp.'s  prefab  buildings 
division  was  considering  some  big  new- 
product  developments  until  it  plugged 
into  Schoeffler.  "Once  we  perceived 
clearly,"  says  one  Armco  executive, 
"that  we  were  number  three  or  four  be- 
hind the  leader,  which  had  twice  the 
market  share  of  its  closest  competitor, 
we  junked  our  innovation  plans.  If  we 
weren't  the  leader,  we  shouldn't  be  act- 
ing as  though  we  were." 

Though  Schoeffler's  member  compa- 
nies mostly  don't  talk  about  their  glean- 
ings from  SPI,  Schoeffler  will  point  to 


nonmembers  who  should  have  joined.) 
Coprs  might  have  been  able  to  hold  on 
to  its  formidable  position  as  a  regional i 
brewer  if  it  had  not  become  "bewitched 
with  the  observation  that  the  national 
beers,  like  Miller  and  Budweiser,  do 
better  than  the  regionals.  Going  after 
a  wider  geographic  area,  diluting  their! 
historic  strength,  was  a  big  mistake." 

Schoeffler  thinks  he  knows  what's 
been  wrong  with  Chrysler — a  non- 
member — as  does  everybody  else  but 
Chrysler:  "To  understand  what  will 
work  for  Chrysler,  you've  got  to  look  at 
National  against  Hertz  and  Avis  or  Re- 
public Steel  against  Bethlehem  and  U.S. 
Steel."  Schoeffler  says  he  could  have 
predicted  that  Chrysler  was  heading  into 
trouble  when  it  spent  billions  to 
compete  internationally 
with  General  Motors  and 
Ford.  Are  you  listening, 
Lee  Iacocca? 

Schoeffler's  rules  are  all 
pretty  obvious  when  you 
examine  them.  Other 
things  being  equal,  cap- 
ital-intensive businesses 
tend  to  be  less  profitable. 
It's  hardest  to  increase  the 
market  share  of  an  already 
top-selling  product.  And 
so  on.  Schoeffler  doesn't 
claim  that  these  are  great 
new  ideas.  What  his  data 
bank  establishes,  he 
maintains,  is  that  they  are 
laws  of  business  life,  not 
chance  events. 

If  everybody  played  by 
Schoeffler's  rules,  "it 
would  change  business 
from  a  poker  game  to  a 
chess  game.  Winners 
would  win  quicker.  Losers 
would  lose  quicker. 
There'd  be  fewer  errors, 
and  they'd  be  more  so- 
phisticated. Errors  dissi- 
pate resources.  So,"  he 
goes  on,  "it's  to  society's 
advantage  to  minimize 
those  errors  and  preserve 
resources."  Or  join  SPI 

 and  save  America. 

Of  his  rivals  the  consultants,  especially 
the  Boston  Consulting  Group,  Schoeffler 
says,  "We'll  put  them  out  of  business." 
Boston  Consulting  Group's  boss,  Bruce 
Henderson,  returns  the  compliment: 
"Schoeffler  is  a  competent  statistician, 
but  he  shows  no  sign  of  conceptual  in- 
sight. Consultants  try  to  visualize  very 
complex  systems  using  analytical  rea- 
soning. That's  not  exactly  midwifery." 
Says  Schoeffler,  "I'm  confident  scientific 
strategy  will  sweep  the  consulting  field. 
These  fellows  know  that  and  it  worries 
them.  But  it  shouldn't — they  should 
learn  how  to  use  the  data  base  rather 
than  lambasting  it."  ■ 
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TRANSWAY'S 

GOING 
PLACES! 


In  Freight 
Forwarding 


In  Trailer 
Manufacturing 


Transway  has  made  a  commitment  to 
innovation  and  leadership  in  each  of  these  areas  of 
transportation  and  distribution. 

Transway  International  Corporation 
The  Total  Modal  Transportation  Company. 
A  Sound  Concept  To  Invest  In. 


In  Marine 
Transportation 


In  Liquefied 
Petroleum  Gas 


Please  write  for  our  1978  Annual  Report.  Learn  about  our  investment  in  the  future  of  transportation  and  how  it  has 
helped  us  to  become  a  corporation  with  over  $800  million  in  revenues,  and  almost  $300  million  in  total  assets. 


Transway  International  Corporation 

747  Third  Avenue 
New  York,  New  York  10017 


IBM  Distributed  Processing  at  work 


IBM  helps  Heinz  USAfill  order 


Thick,  rich  ketchup.  Crunchy  pickles.  Tangy  vine- 
gar. When  the  Heinz  "57  Varieties"  slogan  was  origi- 
nated before  the  turn  of  the  century  these  products 
were  among  the  most  popular.  Today  hundreds  of  prod- 
ucts are  marketed  by  Heinz  U.S.A.  With  factories  and 
customer  service  centers  spread  across  the  country 
Heinzs  need  for  on-the-spot  information  is  critical. 

To  answer  this  need  without  losing  control,  Heinz 
turned  to  the  IBM  Data  Processing  Division.  Heinz  has 
installed  distributed  systems  to  provide  computing  at 
their  field  locations.  People  with  little  knowledge  of 
data  processing  use  the  systems  to  track  customer 


orders,  update  inventory  and  report  local  production 
data. 

At  the  end  of  the  day  the  systems  automatically 
transmit  information  to  a  main  IBM  system  at  Heinz 
U.S.A.  headquarters  in  Pittsburgh,  Pennsylvania.  The 
next  morning,  concise,  company-wide  reports  are 
available  to  top  management. 

According  to  Richard  B.  Patton,  president  of 
Heinz  U.S.A.,  "Our  greatest  benefit  from  distributed 
processing  is  improved  customer  service.  We've  in- 
creased order  entry  productivity  by  75  percent.  And 
standardized  procedures  have  improved  interaction 
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nd  fill  in  headquarters.  Faster. 


between  locations,  so  we're  more  of  a  team  than  ever." 

The  IBM  Data  Processing  Division  can  help  you 
put  together  a  total  distributed  processing  solution  to 
provide  answers  to  people  who  need  them. 

We  offer  a  complete  network  architecture  that  can 
help  you  bring  effective,  economical  control  to  the  flow 
of  information  throughout  your  organization.  You  can 
choose  from  many  systems  -  such  as  the  recently  an- 


nounced small,  powerful  IBM  8100  Information  System 
-  flexible  enough  to  operate  the  way  your  business 
does.  You  can  count  on  the  education  and  support  you 
expect  from  a  leader.  And  service  wherever  you  are. 

Call  your  IBM  Data  Processing  Division  office  for 
more  information.  Or  write,  IBM  Data  Processing  Di- 
vision, Department  83F,  1133  Westchester  Avenue, 
White  Plains,  New  York  10604. 


The  way  we  put  it  all  together  is  what  sets  us  apart    s  ==  M  ? 


Data  Processing  Division 


We  did  it!  We  now  have  acquired  over  1,000,000  net 
acres  of  offshore  and  onshore 
domestic  gas  and  oil  leases  to  explore. 


We're  the  Northerners.  And  we're 
out  to  find  new  supplies  of  natural 
gas.  That's  why  we  now  have 
several  hundred  thousand  more 
acres  to  explore  than  ever  before. 
And  why  we  raised  our  exploration 
and  production  capital  outlay  last 
year  to  over  $68  million.  We're 
geologists,  geophysicists,  landmen 


and  engineers.  We're  the  North- 
erners —  10,000  men  and  women 
strong.  Hard  at  work  to  make  our 
energy  reserves  grow.  But  then, 
that's  what  you  should  expect  from 
Northern  Natural  Gas  Company. 
An  energy-based  company  that's 
out  to  help  America  grow. 


•J 


orthern 


Natural  Gas,  Liquid  Fuels,  Petrochemicals,  Exploration,  Coal 

Home  office:  Omaha,  Nebraska 


Coal  has  had  everything  going  for  it  except  a 
Political  constituency.  Now,  thanks  to  a  fanat- 
ical Iranian  and  some  West  Virginia  politi- 
ians,  it  may  finally  have  everything. 


A  light  at  the 
end  of  the  shaft 


By  Ann  Hugh  ey 


At  long  last,  there  are  glimmers 
of  light  at  the  end  of  the  coal 
shaft: 

•  A  powerful  pro-coal  lobby  has 
formed  in  the  Congress. 

•  The  Environmental  Protection 
i  Agency  recently  set  clean  air  regulations 
jthe  coal  industry  says  it  can  live  with. 

•  Coal  research  and  development  is  at- 
tracting new  interest.  Even  coal's  stormy 
labor  relations  appear  to  be  improving. 

The  big  development  is  EPA's  new 
rules  on  power-plant  emission  standards 
that  allow  even  the  high  sulfur  coal  of  the 
Midwest  and  northern  Appalachia  to  be 
burned  in  new  power  plants,  a  big  win  for 
coal — the  first  the  industry  has  had  in 
some  time. 

EPA's  decision  was  not  made  in  a 
vacuum. 

Senate  Majority  Leader  Robert  C.  Byrd 
(D-W.Va.),  with  about  7,000  angry  un- 
employed coal  miners  in  his  home  state, 
i  has  organized  a  coal  caucus  of  at  least  26 
i  coal-state  senators  to  provide,  as  Byrd 
understates  it,  "a  unified  approach  on 
matters  dealing  with  coal."  That  caucus 
pressure,  applied  at  the  White  House, 
;gets  much  of  the  credit  for  the  new  EPA 
i  standards. 

Senator  Byrd  isn't  finished.  Coming  up 
on  the  coal-caucus  agenda  is  what  Byrd 
calls  the  "plethora  of  government  regula- 
tions that  are  hurtful  to  industry  and  to 
! the  employment  of  people."  The  caucus 
also  plans  to  pursue  more  research  mon- 
iey  for  coal. 

Coal's  friends  on  Wall  Street  are  at 
!  least  mildly  encouraged.  "The  sheets  are 
getting  rumpled.  There's  some  action  un- 
der the  sheets.  When  the  housekeeper 
comes  in  the  morning,  we'll  see  what 
happened,"  says  Joel  Price,  veteran  coal 
specialist  at  Dean  Witter  Reynolds. 

Between  1969  and  1978,  nationwide 
coal  production  increased  by  16.6%.  But 
the  delivered  price  per  ton  of  steam  coal 
for  utilities  shot  up  304%,  some  of  that 
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Senate  Majority  leader  Robert  Byrd 
The  difference  is  the  coal  caucus. 

caused  by  a  sharp  decline  in  miner  pro- 
ductivity and  rail  rate  hikes. 

The  Carter  Administration's  projec- 
tions of  coal  demand  have  been  relent- 
lessly optimistic.  In  his  1977  "moral 
equivalent  of  war"  energy  message,  the 
President  called  for  1.2  billion  tons  of 
annual  coal  production  by  1985.  The 
Electric  Power  Research  Institute  cur- 
rently and  very  cautiously  says  the  1.2- 
billion-ton  mark  may  be  reached  by 
1990.  The  Department  of  Energy's  cur- 
rent coal  forecast  is  1.3  to  1.6  billion  tons 
by  1990.  Coal  analyst  Price  agrees  with 
EPRI  that  demand  can  top  1  billion  tons 
in  1985 — against  700  million  this  year. 
"Assuming,"  says  Price  in  a  slap  at  the 
Mrs.  Grundy  of  modern  America,  "peo- 
ple will  stop  believing  fane  Fonda. 

"We're   beginning   to   see   the  tide 


change.  The  coal  people  yelled  enough 
and  finally  caught  somebody's  sympa- 
thetic ear.  The  coal  caucus  is  a  very  im- 
portant group  in  the  Congress,"  he  says. 

Price  is  careful  to  say  that  he  expects 
coal  to  "muddle  along"  for  a  bit  until  the 
mid-Eighties.  But,  he  concedes,  "the  fu- 
ture of  coal  is  better  than  at  any  time 
during  the  last  five  years." 

EPA  approval  of  the  coal  conversion 
plans  for  the  Brayton  Point  power  plant 
in  New  England  is  a  sign  that  the  regula- 
tors will  bend  a  bit.  Every  headline  an- 
nouncing further  turns  of  the  price 
screws  by  the  extremists  within  the  Or- 
ganization of  Petroleum  Exporting  Coun- 
tries puts  extra  pressure  on  them  to  take 
down  the  bureaucratic  roadblocks. 
Meanwhile,  the  Three  Mile  Island  acci- 
dent has  put  nuclear  power  into  cold 
storage. 

"I  cannot  estimate  the  future  of  nucle- 
ar energy  just  now.  Coal  can  be  cleaned 
up.  It  can  be  used  as  a  solid.  As  a  liquid. 
As  a  gas.  Radiation  cannot  be  cleaned 
up,"  says  Byrd. 

"Nuclear  power  as  an  energy  option  is 
effectively  dead  for  the  present  time, "  said 
C.  King  Mallory  EI,  vice  president  and 
general  counsel  of  the  New  Orleans-based 
Middle  South  Services  Inc.,  in  recent  testi- 
mony before  the  coal  commission. 

Mallory  advocates  a  crash  program 
to  develop  synthetic  oil  and  gas  fuels 
from  coal.  So  does  Charles  Luce,  chair- 
man of  the  board  of  Consolidated  Edi- 
son Co.  of  New  York,  which  can't  con- 
vert its  city  generating  plants  to  coal 
because  of  local,  state  and  federal  envi- 
ronmental restrictions. 

George  Fumich  Jr.,  the  Department  of 
Energy's  program  director  for  fossil  ener- 
gy, estimates  that  synthetic  crude  oil 
could  be  produced  commercially  for 
about  $25  a  barrel — which  thanks  to  the 
Ayatollah  Khomeini  is  beginning  to  look 
good.  The  process  needed  to  produce  gas- 
oline from  coal  would  cost  $35  a  barrel, 
he  says.  Not  even  the  extremist  dictators 
of  Iran  or  Libya  are  presently  contem- 
plating $35  oil,  but  national  interest  and 
national  defense  are  also  factors  and  may 
well  persuade  Congress  that  it  is  worth- 
while to  subsidize  synthetic  oil.  At  least 
four  different  synthetic  fuel  technologies 
are  ready  for  testing  in  pilot  production 
plants. 

A  commercial  test  facility  planned  for 
Morgantown,  W.  Va.  will  make  liquid 
fuel  using  the  Solvent  Refined  Coal  pro- 
cess developed  by  Gulf  Oil  and  will  cost 
about  $700  million.  The  German  and 
Japanese  governments  have  pledged  to 
contribute  to  the  SRC  II  project,  as  it  is 
called,  and  with  Gulf  would  put  up  as 
much  as  70%  of  the  cost.  The  partners 
want  the  remainder  from  Washington.  If 
it  comes,  construction  starts  next  year. 

The  West  Virginia  connection  may 
help  SRC  It's  chances.  Remember  where 
the  Senate  Majority  Leader  comes  from. 
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"The  Continental  Corporation 
has  paid  continuous  cash  dividends  for  126  years. 

That's  longer  than  all 
but  a  dozen  companies  on  the  Big  Board." 


"Since  1853,  The  Continental  Cor- 
poration has  paid  cash  dividends  every 
year.  And  that's  a  record  surpassed  by 
only  twelve  of  the  almost  1600  com- 
panies listed  on  the  New  York  Stock 
Exchange. 

"With  that  kind  of  history  behind 
us,  our  task,  of  course,  is  to  make  the 
future  fit  the  past— a  job  we  work  at 
every  single  day. 

"What  exactly  are  we?  Basically,  I 
guess  you'd  have  to  call  us  a  holding 
company  for  insurance  concerns.  A  lot 
of  insurance  concerns.  In  fact,  in  prop- 
erty and  casualty  insurance  we're  the 
seventh  largest  American  company. 

"Although  the  major  portion  of  our 
revenues  comes  from  property  and 
casualty  operations,  we're  stepping  up 
our  activity  in  life  and  health  insur- 
ance, international  insurance  and  rein- 
surance, and  financial  services.  Our 
assets  total  more  than  $7  billion.  In  fact, 
Fortune  Magazine  ranks  us  as  the  tenth 
largest  diversified  financial  corporation 
in  the  U.S. 

"What's  more,  we're  performance- 
minded.  In  1978,  we  reported  record 
results— in  revenues,  income,  assets 
and  shareholders'  equity.  Revenues  were 
up  to  $3.1  billion.  Operating  income 


John  B.RickerJn, Chairman  and  President 

rose  to  $303  million,  an  increase  of 
21%  over  1977. 

"But  our  operations  tell  only  part  of 
the  story.  With  prudent  management, 
net  investment  income  from  our  $4.3 
billion  portfolio  has  more  than  doubled 
over  the  past  five  years,  amounting  to 
$293  million  in  1978. 

"Of  course,  one  of  our  primary 
goals  is  to  live  up  to  our  responsibilities 
to  our  shareholders.  Our  continuous 
cash  dividend  payout  record  speaks  for 
itself.  And  since  1960,  we've  increased 
our  dividend  14  times. 

"That  kind  of  record  pushes  all  of 
us  at  The  Continental  Corporation  to 
get  on  to  even  bigger  and  better  things. 

"For  instance,  we've  recently  moved 
to  take  full  advantage  of  the  new  Insur- 
ance Free-Trade  Zone  in  New  York,  the 
first  of  its  kind  in  the  U.S." 

For  our  latest  financial  reports, 
write  The  Continental  Corporation, 
Dept.  C,  80  Maiden  Lane,  New  York, 
New  York  10038. 


THE 

CONTINENTAL 
CORPORATION 

The  Continental  that  means  insurance. 


For  the  next  few  decades,  however, 
most  coal  will  be  burned  in  lump  form. 
EPA  Administrator  Douglas  Costle  esti- 
mates the  scrubber  systems  needed  to 
clean  coal  will  increase  utility  capital  re- 
quirements through  1995  by  $10  billion. 
But  consider  the  alternatives;  read  the 
speeches  of  Khomeini  and  Qaddafi. 

A  more  promising  technique  of  burn- 
ing coal  cleanly  could  be  the  new  "fluid- 
ized  bed  combustion"  technology  devel- 
oped by  Michael  Pope,  a  New  York  con- 
sulting engineer.  His  system  mixes  coal 
with  limestone  to  remove  impurities 
while  the  coal  is  being  burned.  It  is  being 
tested  on  an  institutional  scale  at 
Georgetown  University.  The  Tennessee 
Valley  Authority  and  American  Electric 
Power  Co.,  the  nation's  two  largest  elec- 
tric utilities,  plan  to  build  fluidized  bed 
demonstration  plants;  Monongahela 
Power  Co.  is  already  testing  a  demon- 
stration unit  in  West  Virginia. 

On  the  labor  front,  wildcat  strikes  are 
at  a  ten-year  low.  Why?  Contract 
changes  eased  some  of  the  problems,  and 
150  million  tons  excess  capacity  has 
forced  widespread  layoffs.  There's  a  joke 
in  the  coalfields  about  the  rash  of  babies 
that  seems  to  follow  every  strike.  Last 
year's  strike  lasted  1 1 1  days,  which  may 
be  another  reason  why  miners  are  more 
interested  in  working  than  walking. 

A  revival  of  the  coal  boom  could  in- 
spire coalfield  chaos  anew,  especially  if 
coupled  with  union  infighting  when 
United  Mine  Workers  President  Arnold 
Miller  tries  to  negotiate  the  1981  con- 
tract. However,  the  current  mood  of  co- 
operation in  labor  relations  is  still  grow- 
ing and  shows  no  signs  of  disintegrating 
so  far. 

Moreover,  there  are  signs  of  a  backlash 
against  the  environmentalists  who 
checked  coal's  growth. 

Robert  Quenon,  president  of  Peabody 
Coal  Co.,  the  nation's  largest  coal  pro- 
ducer, puts  it  bluntly  when  he  says  oppo- 
sition to  coal  use  is  a  "no-growth  move- 
ment," backed  by  "elitists"  who  "al- 
ready have  the  good  life." 

West  Virginia's  Governor  John  D. 
Rockefeller  IV  originally  oppposed  strip 
mining  of  coal  but  has  come  to  favor  it 
with  the  present  regulations.  Along  with 
Senator  Byrd  he  has  become  one  of  coal's 
leading  spokesmen.  "The  truth  of  the 
matter  is  that  the  U.S.  has  been  drawn 
into  a  dangerous  situation.  Foreign  gov- 
ernments now  control  much  of  the  oil 
which  our  industrialized  society  must 
have,"  he  says.  Energy  Secretary  James 
Schlesinger  paraphrased  Samuel  Johnson 
in  appraising  the  U.S.  energy  situation 
for  the  coal  commission  and  said:  "Noth- 
ing collects  a  man's  mind  so  much  as  the 
knowledge  that  he's  about  to  be  hanged." 

None  of  this  is  new.  What  is  new  is 
that  coal  is  finally  collecting  a  strong 
constituency  that  can  really  make  things 
happen.  ■ 


Its  always  easier  to  get  into  trouble  than  to 
get  out.  But  McCulloch  Oil  believes  that  it  has 
found  a  way  out. 


Getting  rid  of 
the  taint 


McCulloch  Oil  Corp.  is  less 
known  for  gushers  than  as  the 
outfit  that  paid  $9  million  in  the 
late  1960s  to  buy  the  London  Bridge  and 
reassemble  it  stone  by  stone  at  its  Lake 
Havasu  City  smack  in  the  middle  of  the 
Arizona  desert.  That  dream  ended  in 
1976  when  the  company  took  a  $60  mil- 
lion writeoff,  got  out  of  the  land  business 
and  eventually  sold  its  real  estate  oper- 
ations to  a  former  executive. 

But  the  nightmare — in  the  form  of 
lawsuits  from  unhappy  property  own- 
ers— lingers  on.  The  company  (and  its 
subsidiaries)  is  a  defendant  in  a  spate  of 
lawsuits.  And  it  is  being  investigated  by, 
among  others,  the  Securities  &  Exchange 
Commission,  the  Federal  Trade  Com- 
mission and  the  Department  of  Housing 
&.  Urban  Development. 

The  land  scandals  also  continue  to  dog 
McCulloch  in  its  oil  and  gas  drilling  busi- 
ness. It  sells  limited  partnerships  in  oil 
and  gas  programs  which  require  SEC  reg- 
istration, but  each  prospectus  must  carry 
the  information  that  McCulloch  has 
enough  litigation  to  keep  an  entire  law 
firm  busy  for  many  years.  That  caveat 
has  been  a  severe  handicap  and  has 
helped  prevent  McCulloch  from  showing 
the  kind  of  growth  that  so  many  sellers 
of  oil  and  gas  tax  shelters  have  been  able 
to  achieve.  Its  revenues,  $93  million  in 
1978,  have  increased  hardly  at  all  over 
the  last  three  years. 

But  Chairman  C.V  Wood  Jr.  has  a  plan 
for  turning  his  ugly  duckling  back  into  a 
swan.  He  would  take  roughly  $120  mil- 
lion of  the  company's  oil,  gas  and  geo- 
thermal  assets  and  put  them  into  a  new 
company  to  be  listed  separately  on  the 
American  Stock  Exchange.  Limited  part- 
ners in  McCulloch 's  drilling  programs 
would  be  offered  a  tax-free  exchange  of 
their  properties  for  stock  in  the  new 
company.  Depending  on  how  many  in- 
vestors participate  in  the  exchange,  the 
old  McCulloch  will  get  from  51%  to  75% 


interest  in  the  new  company,  although 
Wood  says  the  two  companies  will  oper 
ate  independently. 

What  Wood  seems  to  be  hoping  is  that 
by  dissociating  its  oil  and  gas  programs 
from  the  land  mess  (prospectuses  issued 
by  the  new  company  for  drilling  pro 
grams  would  not  have  to  be  "stickered" 
with  warnings  about  McCulloch's  law 
suits),  the  new  company  could  raise 
more  money  from  investors  than  McCul 
loch  currently  can  and  sell  oil  and  gas 
programs    more    readily.  Meanwhile, 
shares  in  the  new  company,  free  of  the 
land  taint,  might  sell  for  much  more  than 
shares  of  the  old  company. 

In  addition  to  owning  5 1  %  or  more  of 
the  new  company,  the  old  McCulloch 
still  owns  51%  of  Pratt  Properties,  which 
owns  McCulloch's  old  land  business  plus 
some  coal  properties.  It  also  has  a  $62 
million  tax-loss  carryforward  which  does 
not  run  out  until  1984,  and  the  possibil- 
ity of  a  $30  million  pretax  gain  if  the 
sale  of  royalties  in  a  Canadian  gasfield 
goes  through.  Of  course  there  is  a  lot  of 
debt,  too:  $102  million  worth  at  last 
count  as  against  $50  million  in  stock- 
holders' equity.  But  the  equity  is  prob- 
ably understated,  and  takes  no  account 
of  the  value  of  the  tax  carryforward. 
Maybe — just  maybe— McCulloch  Oil 
will  be  worth  more  dismembered  than 
whole.  At  least  one  sharp  investor  ap- 
parently thinks  so.  Last  year  Charles 
Hurwitz,  the  shrewd,  Houston,  Tex.  fi- 
nancier with  a  fondness  for  wheeling 
and  dealing  in  flawed  companies,  bought 
6%  of  McCulloch's  17.5  million  shares 
with  options  on  another  7%,  besides 
taking  three  seats  on  its  board. 

Since  then  things  have  begun  to  hap- 
pen. Exactly  what  is  hard  to  say  because 
the  company  won't  talk,  but  Hurwitz 
didn't  buy  into  the  company  )ust  for  the 
fun  of  it.  As  for  McCulloch,  after  an  initial 
angry  flurry  of  opposition,  it  seemingly 
embraced  Hurwitz  with  open  arms.  ■ 
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djuih  ur  dv»ivr; 

TACKLING  TOUGH  ONES  IN  MEXICO. 


The  problem  was  a  hard-nosed  one 
caused  by  the  devaluation  of  the  peso 
in  1976.  A  very  large  retailer  of  house- 
hold goods  and  clothing  in  Mexico 
found  itself  particularly  hard  hit-since 
all  their  assets  were  in  pesos,  while 
their  liabilities  were  in  dollars.  Result:  a 
devastating  foreign-exchange  loss  of 
more  than  $60  million! 

Bank  of  Boston  quickly  offered  a 
helping  hand.  Together  with  a  team  of 
other  involved  banks,  our  international 
specialists  worked  out  a  financial 
restructuring  for  the  company,  includ- 


ing improved  debt  servicing.  Not  only 
did  this  assure  them  of  being  protected 
against  another  devaluation  -they 
became  more  financially  sound  than 
ever,  and  are  on  firm  ground  today. 

We're  the  bank  that  specializes  in 
this  kind  of  helpful,  swift,  and  creative 
decision-making.  Tough,  international 
financing  problems  are  right  down  our 
alley,  and  we  have  10,000  people 
around  the  world  to  tackle  them. 

Bank  of  Boston  is  one  of  the  lead- 
ing banks  in  the  world  with  strong  facili- 
ties in  40  countries  (and  more  than 


$2.0  billion  currently  committed  to  over- 
seas lending).  And  in  the  U.S.  we  have 
full-service  facilities  (Bank  of  Boston 
International)  in  New  York,  Los  Angeles, 
and  Miami,  as  well  as  our  headquar- 
ters staff  in  Boston  who  specialize 
in  financing,  factoring,  leasing,  foreign 
exchange,  and  all  related  services. 

Where  in  the  world  can  we  tackle 
the  next  tough  project  for  your  company? 


BANK  OF 
BOSTON 


THE  FIRST  NATIONAL  BANK  OF  BOSTON 


WE  TACKLE  THE  TOUGH  ONES. 


WORLD  HEADQUARTERS:  100  FEDERAL  STREET,  BOSTON,  MASS.  OTHER  U.S.  FACILITIES  IN  NEW  YORK,  MIAMI,  LOS  ANGELES.  OVERSEAS  FACILITIES  IN  ARGENTINA:  AVELLANEDA.  BUENOS 
AIRES,  ROSARIO.  AUSTRALIA:  MELBOURNE,  SYDNEY.  BAHAMAS:  NASSAU  BOLIVIA:  LA  PAZ,  SANTA  CRUZ.  BRAZIL:  BRASILIA,  CAMPINAS.  PORTO  ALEGRE,  RIO  DE  JANEIRO,  SAO  PAULO. 
CHANNEL  ISLANDS:  GUERNSEY  DOMINICAN  REPUBLIC:  SANTO  DOMINGO  FRANCE:  PARIS  GERMANY:  FRANKFURT,  HAMBURG  GUATEMALA:  GUATEMALA  CITY.  HAITI:  PORT-AU-PRINCE, 
PETIONVILLE  HONG  KONG.  IRAN:  TEHRAN.  JAPAN:  TOKYO.  LUXEMBOURG:  LUXEMBOURG  CITY  MEXICO:  MEXICO  CITY.  PANAMA:  PANAMA  CITY  SINGAPORE.  SOUTH  KOREA:  SEOUL.  SPAIN: 
MADRID.  UNITED  KINGDOM:  LONDON  URUGUAY:  MONTEVIDEO.  VENEZUELA:  CARACAS. 


The  quality  of 


The  manufacturer's  end  product 
is  as  good  as  its  conception  in 
research  and  development. 

At  J  I  Case,  we  know  what  a 
vital  R&D  program  can  accom- 
plish. With  our  Case,  Davis, 
I  Drott  and  Poclain  lines,  we  use 
i  advanced  technology  to  pro- 
vide high-performance  back- 
.  hoes,  wheel  loaders,  dozers, 
trenchers,  cranes  and  excava- 
tors in  over  1  00  basic  models 


for  as  many  different  needs. 

Case  was  the  first  company  to 
manufacture  and  market  an 
assembled  loader/backhoe 
at  a  time  when  contractors  of 
necessity  had  to  find  and  add 
components  to  a  tractor  unit 
to  meet  their  construction 
needs.  That's  one  reason  we're 
the  world  leader  in  backhoe 
sales  today,  and  the  second 
largest  construction  equip- 


ment manufacturer  in  North 
America. 

To  succeed  in  so  many  dif- 
ferent markets  in  North  America 
and  throughout  the  world,  a 
strong  R&D  commitment  is 
absolutely  essential.  We're 
meeting  that  commitment. 
We're  doing  something  about  it. 

J I  Case 

A  Tenneco  Company 


doing  something  about  it. 


HEALTHCARE 

COMMUNITY  BY  COMMUNITY 


All  over  the  world,  the  demand  for  high  quality 
health  care  is  increasing.  AMI,  the  leader  in  inter- 
national health  care  services,  is  growing  to  meet 
these  needs. 

In  addition  to  the  60  hospitals  we  own  or  manage 
internationally,  we're  acquiring  or  developing  facilities 
in  England,  Spain,  Egypt,  Latin  America,  Australia  and 
here  in  the  U.S.  We're  also  providing  the  widest  range 
of  health  care  planning,  technical  and  managerial  sys- 
tems and  services  to  communities  around  the  world. 

Increasingly,  we're  working  on  projects  affecting 
nations  of  people.  Like  training  thousands  of  medical 
support  personnel  in  Venezuela  and  implementing 
a  multi-facility  integrated  health  care  system  for  the 
Acominas  model  city  project  in  Brazil. 

Community  by  community,  here  and  around  the 
world,  AMI's  14,000  health  care  professionals  are 
answering  the  need  for  quality  mm  mm  m 

health  care  systems  and  ^JEm  lw9 

services.  It's  a  commitment  The  mtei4tional 

we  re  growing  on.  Healthcare 

Services  Company 
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American  Medical  International,  414  North  Camden  Drive,  Beverly  Hills,  California  90210 


When  relatives  fall  out,  raiders  come  in.  Fam- 
ily companies  are  no  longer  takeover-proof 

Going 
fission 


iRobert  Elliott  of  Levitz  Furniture 

The  main  worry  he  has  now  is  a  hasty  sellout  by  the  Levitz  family. 


TACTICS  IN  THE  TAKEOVER  GAME,  as 
in  any  war  game,  keep  getting 
more  and  more  sophisticated.  The 
>newest  wrinkle  is  what  might  be  called 
the  raid  from  within:  an  attempt  to  nail 
down  a  block  of  dissident  inside-family 
stock  and  use  it  to  spearhead  an  attack 
•on  the  entire  company.  It's  the  old  Cain- 
:  versus- Abel  syndrome. 

Fuqua  Industries'  recent  effort  to  snaffle 
the  nearly  1 . 1  million  shares  of  Hoover  Co. 
common  owned  by  Herbert  W.  Hoover  Jr. 
is  the  latest  example.  In  1954  Hoover,  now 
50,  became  president  of  the  venerable 
vacuum  cleaner  producer  founded  by  his 
! grandfather.  Then,  in  1966,  thanks  to  one 
of  those  squabbles  that  whip  through  f am- 
uly-controlled  companies,  Hoover  was 
rorced  out  as  chairman. 

Hoover's  temper  was  not  soothed  by 
years  of  litigation  with  a  management 
ahat  still  counts  only  one  Hoover  (Joseph 
pi,  vice  chairman  and  secretary)  in  its 
Iranks.  The  Fuqua  bid  to  Herbert  and  oth- 
er Hoover  holders — sweetened  twice, 
from  $18  to  $20,  then  $22  a  share— was 
dearly  designed  to  drive  a  wedge  be- 
tween management  and  family  mem- 
bers, who  own  some  40%  of  the  stock. 

Many  of  the  Hoovers  were  more  than 
'eceptive  to  the  Fuqua  bid.  Management 
fcvent  through  all  the  standard  ballet  steps 
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(a  flurry  of  lawsuits  and  a  hasty  searchlor 
a  "White  Knight"),  but  the  arithmetic 
suggests  that  the  company  —sooner  or 
later — will  lose  its  independence  because 
Hoover  turned  against  Hoover. 

This  latest  application  of  the  old  di- 
vide-and-conquer  strategy  began  to 
emerge  18  months  ago  with  the  Sun 
Co.'s  attempted  blitz  of  Becton,  Dickin- 
son &  Co. — a  blitz  that  began  with  a 
sizable  block  of  family  stock  represented 
by  Fairleigh  S.  Dickinson  Jr.,  who  had 
been  ousted  as  chairman  in  yet  another 
palace  revolution. 

The  American  Express  assault  on 
McCraw-Hill,  for  example,  was  prompted 
at  least  in  part  by  the  hope  that  some 
dissident  family  guns  could  be  turned  on 
the  reigning  CEO,  Harold  McGraw  Jr. 
Philip  Morris  Inc.  turned  a  divided  family 
situation  to  advantage  in  its  takeover  of 
The  Seven-Up  Co.,  and  Daylin's  insouci- 
ant Sanford  C.  Sigoloff  made  a  run  at 
Uarco,  a  Barrington,  111.  business-forms 
maker  whose  ruling  Barker  family  con- 
trolled at  least  30%  of  outstanding  stock. 

It's  clear  that  assaults  on  big  family 
positions  no  longer  amount  to  thinking 
the  unthinkable.  The  conventional  wis- 
dom used  to  be  that  "if  you  had  a  third  of 
the  stock,  you  were  invulnerable,"  says 
Martin  Siegel,  in  charge  of  mergers  and 


acquisitions  at  Kidder,  Peabody.  "Then 
it  was  45%,  but  that  was  before  Seven- 
Up.  Now  it's  got  to  the  point  where 
everybody's  vulnerable,  except  if  he's 
one  guy  who  owns  51%  of  the  stock  and 
isn't  a  fiduciary." 

The  further  family  members  get  away 
from  management,  says  Bruce  Wasser- 
stein,  codirector  of  the  First  Boston 
Corp.'s  merger  group,  the  more  attenuat- 
ed their  "loyalty"  to  the  company  be- 
comes. "Owners  are  different  from  man- 
agers,"  continues  Wasserstein.  "In  the 
second  and  third  generations,  they  look 
on  the  company  as  investors,  while  man- 
agement looks  on  it  as  a  career." 

Takeover  premiums  can  put  a  lot  of 
pressure  on  family  groups,  whose  mem- 
bers often  have  divergent  investment 
aims.  The  Hoover  family  holders  range 
in  age  from  5  to  almost  90.  Some  are 
willing  to  stand  pat;  the  older  members 
may  be  worried  about  estate  problems; 
the  younger  members  may  need  some 
portfolio  diversification.  What  to  do? 

"People  start  wondering  who's  going 
to  be  last  out  the  door  with  the  cash,  and 
who's  going  to  get  stuck  with  the  6% 
junior  subordinated  debentures  due  in 
2050,"  says  Siegel.  That  is  the  funda- 
mental dichotomy  the  takeover  strate- 
gists are  beginning  to  exploit. 

The  standard  criteria  that  First  Boston 
has  built  into  its  computer  screens  for 
potential  takeover  victims — big  cash  po- 
sitions, low  multiples  and  the  like — now 
include  data  on  trusts  and  other  such 
malleable  family  holdings.  Even  employ- 
ee trusts  are  included  in  the  mix.  ERISA 
has  made  it  hard  for  fiduciaries  to  brush 
off  the  kind  of  premiums  now  being 
passed  around  in  the  takeover  market. 

Those  premiums  can  sure  make  life 
difficult  for  professional  management. 
Look  at  Levitz  Furniture,  that  burned-out 
case  from  the  market  of  the  sappy  Sixties. 
This  family-controlled  (24.7%)  company 
is  currently  being  run  by  Robert  Elliott, 
who  was  brought  in  from  Montgomery 
Ward  in  1974  when  irate  stockholders 
and  creditors  demanded  a  change  from 
family  management.  Though  Bob  Elliott 
has  done  a  good  job,  he  has  faced  over  a 
year  of  sniping  from  ex-president  Leon 
Levitz,  63,  who  still  owns  7.3%  of  the 
stock.  Leon's  brother  Ralph,  66,  the  cur- 
rent chairman,  has  sometimes  supported 
Leon,  sometimes  Elliott.  Says  one  large 
outside  holder  of  the  stock:  "I  think  Leon 
is  making  all  this  noise  as  a  way  of  adver- 
tising he  wants  a  buyer  for  his  stock." 
Leon  isn't  talking  but  people  close  to  the 
company  say  he  has  for  some  time  hoped 
to  return  to  power  along  with  some  mem- 
bers of  his  family  as  part  of  a  takeover  bid 
group.  Or  he  may  simply  want  a  better 
price  for  his  stock. 

"I'd  like  to  stay  here  and  build  Levitz 
into  the  first  $1  billion  furniture  com- 
pany," says  Bob  Elliott.  The  danger  he 
faces  is  of  a  raid  from  within.  ■ 
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Nigel  Broaches  didn't  become  Britain's  lead- 
ing entrepreneur  by  putting  pride  before  mon- 
ey. He's  proud  of  bis  ship,  the  QE2,  but  it's . . . 


Afloat  in 
red  ink 


By  Lawrence  Minard 


Britain  cannot  boast  many  self- 
made  millionaires  these  days,  but 
a  glaring  exception  to  that  state- 
ment is  Nigel  Broackes.  In  a  land  where 
managers  often  spend  as  much  time  dis- 
cussing their  "perks"  over  lingering  vi- 
nous lunches  as  minding  their 
stores,  Broackes  has  parlayed 
his  modest  inheritance  and 
immodest  ambition  into  Trafal- 
gar House  Ltd.,  a  real  estate- 
shipping-hotels-publishing  con- 
glomerate that  Broackes  has 
said  will  earn  around  $80  mil- 
lion after  taxes  this  year  on  sales 
of  over  $2  billion.  Broackes, 
whose  father  died  young  leaving 
an  estate  worth  about  $100,  quit 
prep  school  at  16  (thus  avoiding, 
he  says,  being  thrown  out),  and 
accomplished  this  feat  in  just  25 
years.*  At  45,  he  is  today  one  of 
Britain's  wealthiest  citizens — 
almost  a  national  treasure. 

But  Broackes  has  an  alba- 
tross: the  67,000  ton,  2,000  pas- 
senger-capacity  luxury  cruise 
liner  QE2,  the  world's  largest 
floating  hotel.  Thanks  in  large 
measure  to  the  QE2,  Trafalgar 
House's  shipping-aviation-ho- 
tels division  lost  over  $16  mil- 
lion in  the  six  months  ended 
last  March — four  times  the  divi- 
sion's loss  a  year  ago,  and  down 
from  solid  profitability  the  year 
before  that.  This  in  spite  of  fares  that 
average  $2,000  for  a  decent  tourist-class 
cabin,  round  trip  New  York  to  London, 
on  the  QE2.  Broackes  is  smarting,  and 
says  so  candidly:  "What's  put  us  on  the 
wrong  foot  this  year — and  it's  the  worst 

*  For  tte  details  of  Broackes'  rise,  from  his  illegal  motor- 
cycle and  liquor  at  prep  sclxx>l  to  bis  keen  grasp  of  the 
power  of  compound  interest — hut  without  a  word  of  his 
personal  fortune — see  Broackes'  autobiography,  A 
Growing  Concern,  to  be  publisljed  in  July  by  Weiden- 
feld  and  Nicolson,  London 


problem  I've  experienced — is  our  ship- 
ping going  into  losses  of  this  magnitude. 
It's  been  a  very  big  disappointment." 

An  articulate,  athletically  built  man 
with  a  taste  for  opera,  silversmithing  and 
monogrammed  shirts,  Broackes  is  clear- 
ly proud  of  the  QE2,  but  you  don't  ac- 
complish what  he  has  on  pride  alone.  He 


Trafalgar  House  Ltd.  maverick  Chairman  Nigel  Broackes 
Will  OPEC  and  the  unions  farce  him  to  sell  the  QE2? 

ticks  off  the  ship's  problems: 

She  is  the  world's  worst  gas-guzzler. 
Her  600  tons  of  oil  daily  cost  $80,000  at 
current  prices,  or  over  $16  million  a  year, 
vs.  $11  million  in  1978  or  $6  million  in 
1974.  Add  an  annual  payroll  for  1,300  all- 
British  crew  (only  900  are  on  board  at  a 
given  time;  the  rest  are  on  paid  leave, 
thanks  to  Britain's  famous  featherbed- 
ding)  that  is  probably  on  the  order  of  $15 
million.  Then  add  the  costs  of  feeding 
and  entertaining  1,500-or-so  passengers 


on  the  200-odd  days  each  year  the  shijj 
spends  at  sea.  Now  subtract  this  from  the 
QE2's  current  annual  revenues  of  arounc 
$65  million,  and  it's  a  reasonable  guesj 
that  the  ship  is  losing  Broackes  money  al 
a  rate  of  around  $4  million  a  year.  "We're 
spending  £1  million  a  year  [over  $2  mil 
lion]  just  to  fly  crew  to  and  from  theil 
home  leaves,"  he  complains.  "Anc 
they're  on  leave  for  almost  four  months 
out  of  the  year." 

At  the  time  Broackes  bought  her  in 
1971  the  QE2's  main  benefit  to  his  com 
pany — prestige  and  publicity  aside — was 
the  depreciation  shelter  she  offered  tc 
his  real  estate  holdings.  Under  British 
law,  developers  cannot  depreciate  build- 
ings for  tax  purposes.  But  they  can  depre 
ciate  plant  and  equipment,  and  a  ship 
qualifies.  Largely  as  a  result  of  its  ships, 
Trafalgar's  effective  tax  burden  runs  tc 
just  8%  per  year.  Trouble  is  the  QE2  has 
already  been  written  down  to  less  than 
half  its  $70  million  construction  price. 
So  from  here  on  out,  the  depreciation 
benefits  dwindle. 

This  at  a  time  when  the  rest  o| 
Broackes'  shipping-hotels-aviation  divi 
sion  is  also  faltering.  Even  after  selling 
off  six  bulk-cargo  carriers  last 
year — thereby  eliminating  overi 
$6  million  a  year  in  losses — Tra- 
falgar's 6  7 -ship  cargo  and  con^ 
tainer  fleet  remains  in  the  red. 
The  company's  air  cargo  busi- 
ness is  also  losing  money,  about 
$2  million  a  year,  and  is  about  to 
be  merged  into  an  outside  com- 
pany. Even  Trafalgar's  hotels— 
notably  London's  Ritz  and  Bris 
tol — are  doing  little  better  than 
breaking  even. 

Trafalgar  as  a  whole  is  not  in 
danger.  It  has  relatively  little 
debt,  and  its  nonshipping  divi 
sions  are  faring  well. 

Take  its  newspaper  and  mag 
azine  publishing  division  (annu- 
al sales — nearly  $400  million) 
Broackes — or   more  precisely, 
Trafalgar's     tough  operating 
man,  Chief  Executive  Officer 
Victor  Matthews  (Forbes,  Nod 
15,  1977) — is  scoring  strongly 
Six  months  ago  and  against  all 
odds   in   an   industry  whose 
pressmen   are   direct  descen 
dants  of  Britain's  19th-century 
Luddites  (and  most  of  whose  ex- 
ecutives, says  Broackes,  "lie,  I've  never 
seen  anything  as  bad  as  Fleet  Street"), 
Trafalgar  spent  $6  million  to  launch  a 
salacious  new  paper,  the  Star,  whose 
bare-breasted  photos  contrast  sharply 
with  the  relative  prudery  of  Trafalgar's 
other  leading  tabloid,  the  Daily  Express. 

The  Star  was  started  to  absorb  excess 
capacity  in  the  Express'  printing  plants. 
The  plants  could  produce  4  million  pa- 
pers a  day,  but  the  Express  was  selling 
only  2.4  million  even  after  Broackes  and 
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The  Corroon&  Black 
Business  Insurance  Checkup: 


It  alerts  business  to 
unseen  risks. 


Effective  corporate  risk  management  systems  continually  monitor 
your  business  —  seeking  out  problems  before  it's  too  late.  To  see 
how  well  your  system  is  working,  get  a  thorough  checkup  by 
Corroon  &  Black,  one  of  the  world's  top  ten  insurance  brokers.  And 
one  of  the  fastest  growing,  too. 

From  customer  order  to  consumer  use,  we'll  diagnose  all  the 
potential  risks  for  your  business.  Measure  the  financial  impact  of 
each.  Formulate  a  policy  for  controlling  it.  And  prescribe  a  total 
risk  management  program  to  match  your  company's  needs  exactly. 
It's  the  approach  Corroon  &  Black  has  used  successfully  for  seventy- 
five  years,  for  companies  of  all  sizes  —  all  over  the  world. 

Put  the  Corroon  &  Black  team  to  work  for  you.  Make  an 
appointment  now.  Before  it's  too  late. 

For  a  Complete  Checkup, 
call  Richard  M.  Miller,  President,  toll-free  at  800-221-8596 

(In  New  York,  call  collect  212-363-4100) 

Q Corroon  &  Black 
Offices  Nationwide  and  Worldwide 


Occidental  International  Finance  N.V. 

Curacao,  Netherlands  Antilles 

guaranteed  by 

Occidental  Petroleum  Corporation 

Los  Angeles,  California,  U.S.A. 


Public  Bond  Issue 
1979—1994 
of 

Swiss  Francs  100000000 

3%% 

Issue  price  99  V2  °/o 


Swiss  Bank  Corporation  Credit  Suisse 
Swiss  Volksbank  Bank  Leu  Ltd. 

A.  Sarasin  &  Cie  Private  Bank  and  Trust  Company 

Union  of  Swiss  Cantonal  Banks 


Union  Bank  of  Switzerland 

Groupement  des  Banqulers  Prives  Genevois 

Groupement  de  Banquiers  Prives  Zurichois 


This  announcement  appears  as  a  matter  of  record  only.  The  Bonds  were  not  registered  in  the  United  States.  Offers  and  sales  of 
the  Bonds  in  the  United  States  or  to  United  States  nationals  or  residents  were  not  made  as  part  of  the  distribution  of  the  Bonds 
and  might  constitute  a  violation  of  United  States  law  if  made  within  90  days  after  the  completion  of  the  distribution  of  the  Bonds. 


Matthews  spruced  it  up.  However,  by 
launching  the  Star,  they  immediately 
boosted  utilization  of  the  plants  and  put 
litherto  redundant  employees  to  work. 
With  the  Star  selling  900,000  copies  daily 
British  newspapers  are  not  very  good 
newspapers  but  they  sell  well),  the  plant 
»vas  producing  close  to  capacity  and  unit 
:osts  dropped.  Broackes  chuckles  in  re- 
aring clever  combinations  of  bare  flesh 
md  sound  economics.  Thanks  to  this, 
Mus  progress  made  on  Trafalgar's  other 
Dapers  (notably  the  Sunday  Express  and 
:he  Evening  News),  Broackes  says  Trafal- 
gar's publishing  profits  will  be  "very 
landsome  indeed  in  1980  or  1981,  and 
jp  sharply"  from  the  division's  pretax 
5rofit  last  year  of  $6.5  million.  With  its 
)ld-line  real  estate,  construction  and  en- 
gineering operations  all  but  printing 
noney,  Broackes  says  Trafalgar  will  earn 
learly  $80  million  after  taxes  this  year. 

In  this  otherwise  rosy  picture, 
koackes'  shipping  setbacks  loom  excep- 


We  spend  £1  million  a  year 
iust  to  fly  crew  to  and  from 
tome  leaves.  They're  on  leave 
ilmost  four  months  a  year." 


ionally  large,  and  the  QE2  largest.  Its 
psses  have  helped  depress  Trafalgar's 
'140  million  shares  some  40%  below  last 
('ear's  best  price  (to  about  $1.60)  in  spite 
pi  a  London  stock  market  that  soared  on 
he  Conservatives'  new  strength. 
|  The  logical  thing  would  be  to  sell  the 
bE2.  Or  so  it  would  seem.  It's  a  marvel- 
bus,  irreplaceable  chunk  of  iron  and 
night  bring  a  hefty  capital  gain  if  offered 
or  sale.  Broackes,  however,  is  playing  a 
•  ophisticated  game.  Yes,  he  would  like  to 
j;eep  the  ship.  But  no,  he  might  have  to 
i  ell  it.  Broackes  knows  that  the  QE2 
hould  cut  its  labor  costs  sharply  were  it  to 
;>e  operated  by  a  foreign  firm  with  for- 
l  ign  labor.  He  knows  the  government 
'mows  it,  too.  So  do  the  labor  unions. 
1  Will  he  sell  if  the  unions  don't  give 
iiim  what  he  wants?  Broackes  flicks  his 
(old  lighter  onto  another  Gitane  ciga- 
lette,  leans  back  into  the  folds  of  a  couch 
in  his  plush  office  near  his  cherished  Ritz 
lotel,  and  replies:  "I  can't  tell  you  until 
s^e  reach  that  point,  which  will  be  Octo- 
■er.  If  we  can  get  a  bit  from  the  unions 
nd  a  bit  from  our  customers,  we'll  be 
iikay,  and  I'm  not  despairing  about  the 
hance  to  turn  a  profit." 
;  But  a  few  Gitanes  later,  Broackes  re- 
minds us:  "It's  quite  obvious  the  QE2  is 
inuch  more  valuable  to  a  foreign  operator 
ihan  she  is  to  us." 

I  Clearly  Nigel  Broackes  is  a  slick  opera- 
tor. But  then  he  has  to  be  to  prosper  in 

Britain's  never-never  land  of  confisca- 
pry  taxes,  patchwork  economy  and 
[nions  who  have  elevated  featherbed- 

ing  to  a  fine  art.  ■ 


Absolutely  magnetic. 
A  magazine  people  read  because 
they  want  to.  Not  because 
they  feel  they  have  to. 
Advertising  gets  the  same  embrace. 
Interest.  Reading.  Respect. 
It's  quite  an  attraction. 
The  New  Yorker. 
Yes, 


THE 

NEW  YORKER 


t  1950  THE  NEW  YORKER  MAGAZINE,  INC. 
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Rockwell  is  mare  than  a  buildei 
of  printing  presses  for  most 
major  U.S.  newspapers. 

Much  more. 


J  I  I  I  I  I  1  1  I  ID 


SCHEMATIC  DRAWING  SHOWS  PAPER 
ROLLS  (ON  FLOOR  BELOW  PRESS) 
AND  PATH  OF  NEWSPRINT  THROUGH 
PRINTING  CYLINDERS 


Our  Rockwell-Goss  web 
offset  presses  are  currently  serving 
publishers  around  the  world.  Last 
year  alone,  major  newspapers  in 
over  80  countries  ordered  200 
Rockwell-Goss  Metroliner  press 
units.  We  manufacture  a  full  line  of 
web  offset  printing  presses,  and 
auxiliary  equipment  and  systems, 
including  some  for  smaller 
newspapers  and  commercial  printers. 

Printing  presses,  however,  are 
just  one  of  Rockwell's  general  indus- 
tries businesses. 

1978 
operating  income 


1978  total  sales 

Rockwell 
International 
is  a  major  multi- 
industry  company,  applying  advanced 
technology  to  a  wide  range  of 
products  —  in  general  industries, 
aerospace,  automotive  and 
electronics.  Following  are  some  exam- 
ples of  our  balanced  diversification. 


Rockwell  is  making  news  with 
many  products  besides  printing 
presses.  We're  one  of  the  world's  largest 
suppliers  of  high-technology  valves  for 
the  energy  market  and  for  general 
industry.  We  also  make  textile 
equipment,  industrial  sewing 
machines,  power  tools  and 
products  for  utilities. 

Our  exten 
sive  technology 
is  also  being  applied 
to  the  world's  growing 
need  for  alternate 
sources  of 
energy.  We're 
involved  in 
projects  for 
nuclear  energy, 
coal  gasification,  flue 
gas  desulfurization, 
and  solar,  wind  and 
geothermal  power. 


We've  built  over  70% 
of  America's  rocket  engines,  including 
the  Space  Shuttle's  main  engines. 


Aerospace. 

(Sales,  fiscal  1978:  $14  billion.) 


Rockwell  products  in  this 
broad  category  range  from 
satellites  such  as  Navstar 
to  business  aircraft.  We 
also  have  a  long,  proud 
history  as  a  designer 
and  builder  of  U.S. 
military  aircraft. 

We're  prime  con- 
tractor to  NASA  for  its 
Space  Shuttle  orbiters, 
and  for  integration  of 
the  entire  Space  Shuttle 
system  and  selected 
payloads. 


Offset  printing  is  now  feasible  on 
large  presses:  the  Rockwell-Goss 

Metroliner  offers  major  daily 
newspapers  unproved  speed, 

couomy  and  reproduction. 


Rockwell  was  the  first  to  design 
and  build  a  complete  satellite 
communications  earth  station. 


Rockwell's  rocket 
engine  technology  has 
played  a  vital  role  in 
America's  space 
program  —  before  and 
during  all  of  the  Apollo 
moon  missions,  and 
into  the  present  age  of 
the  NASA  Space  Shuttle. 
The  Space  Shuttle 
Main  Engine  (SSME)  we  are 
now  developing  for  NASA 
is  the  most  advanced 
project  in  the  history  of 
rocketry.  Each  SSME  will 
develop  nearly  one-half 
million  pounds  of  thrust  at 
Shuttle  lift-off,  and  maintain 
full  power  for  no  fewer  than 
eight  minutes.  And  each 
SSME  will  repeat  its  per- 
formance on  fifty-five  separate 
launches,  or  a  total  of  W2  hours  of 
operation.  It's  the  world's  first  reusable 
rocket  engine,  for  the  world's  first 
reusable  spaceship. 

Automotive. 

(Sales,  fiscal  1978:  $1.5  billion.) 


Rockwell's 
styled  aluminum  wheels  can 
lessen  a  car's  weight  up  to  }4  lbs. 

One-half  of  the  highway 
tandem  tractors  in  North  America  are 
equipped  with  Rockwell  axles  —  and 


more  than  half  of  the  heavy-duty  trucks 
stop  with  Rockwell  brakes.  We're  also 
a  major  supplier  of  drivelines,  me- 
chanical devices,  castings,  reinforced 
plastic  and  other  components  for 
trucks,  trailers,  buses,  vans  and 
passenger  cars. 

Producing  styled  wheels  for 
cars,  vans  and  light  trucks  is  another 
of  our  strong  automotive  capabilities. 
We're  not  only  a  major  supplier  of 
styled  aluminum  wheels  to  the 
automotive  aftermarket,  but  to  a 
growing  number  of  America's  car 
manufacturers  as  well.  We  also 
manufacture  steel  wheels  and 
wheel  covers. 

Electronics. 

(Sales,  fiscal  1978:  $1.3  billion.) 

We're  one  of  the  world's 
leading  suppliers  of  avionics  — 
communications,  navigation  and 
flight  control  equipment  for  air 
transport,  general  aviation  and 
government  aircraft.  We  also  make 
microelectronic  systems  and  devices, 
telephone  call  distribution  systems, 
and  guidance  and  control  systems. 
And  we  manufacture  and  install 
telecommunications  systems  for 
businesses  and  governments 
worldwide. 

In  addition,  we're  playing 
an  important  role  in  bringing  you 
television  entertainment  from  the 
Public  Broadcasting  Service.  Many 
public  television  programs  are  beamed 
into  space  and  bounced  off  a  satellite 
for  broadcast  to  homes  all  over  America 
And  162  earth  stations,  constructed  by 
our  Collins  Transmission  Systems 
Division,  do  the  receiving. 

Together,  they  form  the  world's 
largest  satellite  communications 
network,  and  provide  public  television 
stations  with  added  economy  and 
program  flexibility.  Another  Rockwell- 
built  network  of  192  earth  stations  is 
now  being  completed  for  the  National 
Public  Radio  Service. 


Over  14,300  scientists 
and  engineers. 

Of  our  114,000  employees, 
one  in  eight  is  either  a  scientist  or  an 
engineer.  They  constitute  about  one 
percent  of  America's  total  scientific- 
engineering  community.  This 
technological  base  positions  us  for 
leadership  in  each  of  our  product 
areas.  It  also  makes  our  corporate 
slogan, ".  .  .  where  science  gets 
down  to  business,"  a  fact. 

Business  is  good. 

Rockwell 
International's  total 
sales  for  1978  were 
$5.67  billion. 
Fiscal  1978  was  the 
most  profitable  year 
in  Rockwell's  his- 
tory. Net  income, 
up  23%  over 
fiscal  1977,  was 
$176.6  million, 
generating  a 
record 

$5.02  Earnings 


per  share 

per  share.  ' 


For  more  of  the 
Rockwell  story,  please  write  us: 
Rockwell  International, 
Dept.  815R,  600  Grant  Street, 
Pittsburgh,  PA  15219. 


Rockwell 
International 


where  science  gets  down  to  business 


Considering  all  the  bad  news,  why  hasnt  the 
stock  market  gone  south?  Heres  one  reason. 


Statistical  Spotlight 


Operation 
Bootstrap 


Cash  and  carry 

Corporate  purchases  of  another  company's  stock  help  buoy  the  price. 

Purchased 

Shares 

as  %  of 

purchased3 

common 

Purchase 

Recent 

Price 

range 

C  ash  buyer/stock  sccjuircd 

(000|  outstanding3 

price 

price 

1978-79 

Aetna  Life/ American  Reinsurance 

5,280 

96.0% 

62 

56% 

61%- 

-23  % 

American  Broadcasting/Chilton  Co 

496 

83.5 

86 

NA 

85%- 

-16 

Barclays  Bank  Ltd/American  Credit 

3,800 

100.0 

50 

NA 

49%- 

-16l/8 

Blount/Washington  Steel 

1,310 

90.0 

40 

NA 

39%- 

-20% 

City  Inv  (GDV)/Stokely-Van  Camp 

168 

5.1c 

27>/4 

32% 

37% 

-17% 

Cooper  Industries/Gardner-Denver 

8,600 

44.3 

33 

NA 

32%- 

-15% 

Cohen-Hatfield/Intext 

252 

18.0° 

9 

10% 

10%- 

-  2% 

Dana/Wix 

385 

12.8C 

33  % 

36% 

36% 

-15% 

Dun  &  Bradstreet/National  CSS 

2,475b 

100.0 

48 

48% 

48% 

-15% 

Exxon/Reliance  Electric 

15,600b'd 

100.0 

72 

60% 

61% 

-27% 

Flexi-Van/Seaboard  World  Air* 

6,788b 

100.0 

18'/4 

16% 

17%- 

-  4% 

Fuqua  Industries/Hoover  Co 

4,4008 

36.4 

22 

18% 

18%- 

-10% 

WR  Grace/Daylin 

34,418 

100.0 

4Vi6 

NA 

4  - 

-  2% 

Hanna  Mining/Bechtele/WellTech 

2,792 

95.9 

39 

37% 

38%- 

-18% 

HH  Holdings  (private)/Houdaille 

8,468 

100.0 

40 

NA 

39%- 

-14l/2 

Pan  Am/National  Airlines* 

2,067 

24.1 

33% 

39% 

42%- 

-13 

Sanders  Assoc/Calif  Computer  Prods 

1,260 

37.5 

13% 

11% 

13%- 

-  2% 

Schlumberger  Ltd/Fairchild  Camera 

5,392b 

100.0 

66 

64% 

65  - 

-22% 

Skaggs/American  Stores 

2,400 

45.0 

58 

56 

56%- 

-28 

Syntex/Dent-Tal-Ez 

709 

49.0 

22% 

21'/2 

23  - 

-12% 

Texas  Intl  Airlines/Natl  Airlines* 

2,100 

24.5 

28  % 

39% 

42%- 

-13 

Tiger  Intl/Seaboard  World  Airf 

1,653 

24.4 

97/8 

16% 

17%- 

-  4% 

Transamerica/Interway 

4,145b'd 

100.0 

42 

42 

43%- 

-17 

United  Technologies/Carrier 

17,468 

55.4 

28 

25% 

28%- 

-14% 

The  same  thing  happens  when  companies  buy  in  their  own  stock. 

Alpha  Portland  Industries 

99 

5.3% 

16'/4 

17% 

22%- 

-14% 

Ashland  Oil 

4,842 

13.8 

43 

41% 

45%- 

-18 

Chris-Craft  Industries 

1,506 

31.4 

10'/4 

14% 

15%- 

-  6% 

Florida  Gas 

371 

5.4 

25 

44% 

45%- 

-21% 

Gulf  &  Western 

2,300 

4.8 

15 

14% 

16%- 

-11 

Hoover  Co 

l,100h 

8.3 

22 

18% 

18%- 

-10% 

Houston  Natural  Gas 

866 

2.2 

25 

27% 

29%- 

-19% 

EF  Hutton 

205 

3.0 

16% 

16% 

24  - 

-10% 

Levi  Strauss 

2,000 

9.1 

43  % 

49 

50%- 

-27% 

Masonite 

2,200 

13.1 

19'/8 

26% 

30%- 

-14% 

Teledyne 

1,065 

7.3 

88 

117% 

130%- 

-48 

US  Industries 

1,500 

5.5 

8'/4 

10  - 

-  6% 

a  Cash  tender  offer,  private  or  open-market 

*  Conditional  purch 

ase  of  family  holdings 

now 

transactions  completed  or  proposed. 

being  sought;  buyer  plans  to  tender  for  rest  of  shares 

Shares  currently  being  sought  in  tender  offer 

Currently  plans  to  purchase  shares  from  family  holdings 

,  Buyer  plans  to  increase  ownership. 

Average  price  range  for  1979 

Also  cash  purchase  of  other  securities. 

NA  Price  not  available  due  to  merger. 

e  Joint  venture  purchase. 

Note:  Purchases  made  in 

1978  and/or  1979. 

Rival  suitors. 

Despitk  the  sorry  news  that  has  hit  it 
the  stock  market  has  held  up  fairly  well 
Among  the  plagues  visiting  the  economy 
this  year  were:  Khomeini,  double-digi 
inflation,  an  incipient  recession  and  ; 
persistently  high  federal  deficit.  Yet  th< 
decline  in  the  market  this  year  and  las 
was  in  no  way  as  severe  as  that  of  1977 
of  1974,  or  of  1969-70.  What  has  mad< 
much  of  the  difference,  apparently,  it 
what  might  be  called  Operation  Boot 
strap — that  is,  a  buying  up  by  corpora 
tions  of  their  own  stock  and  stock  ii 
other  corporations. 

Our  authority  for  this  statement  is  at. 
excellent  study  authored  by  Richare 
Hoffman  and  Steven  Resnick  in  Invest 
merit  Strategy,  a  bimonthly  publication  o 
Merrill  Lynch.  Without  such  bootstraj 
buying,  the  market  apparently  wouli 
have  fared  worse.  Here's  why: 

In  1977  institutions  and  foreigners  pu 
$15  billion  more  into  the  stock  markei 
than  they  took  out;  last  year  they  put  ii 
$6  billion.  In  1977  individuals  and  mutui 
al  funds  sold  $6  billion  more  than  thel 
put  in;  last  year,  another  $4.5  billion.  Bui 
as  institutional,  foreign  and  individual 
buying  dried  up,  corporate  buying  in) 
creased.  In  1977  corporations  bought  $! 
billion  of  other  companies'  stock  and 
wound  up  on  a  net  basis  issuing  nearly 
$10  billion;  last  year  they  bought  nearh 
twice  as  much  and  wound  up  issuinj 
only  $3.5  billion. 

In  1979  corporate  buying  has  grown 
even  faster:  about  $4  billion  worth  in  the 
first  quarter,  for  an  annual  rate  of  ne' 
corporate  buying  of  $16  billion. 

What  does  all  this  mean?  It  means  tha 
as  individual  and  institutional  investor! 
have  sold  or  refrained  from  buyinj 
stocks — in  fear  or  disgust  or  to  nail  dowt 
high  yields  in  bonds  and  certificates  ol 
deposit — corporations  have  stepped  in  tc 
take  up  some  of  the  slack.  As  a  result 
this  year's  market  has  done  better  thai 
earlier  stagflation-infested  markets.  Fo 
the  longer  run,  the  implications  are  bull 
ish.  "My  observation,"  says  Merrill 
Lynch  associate  investment  strategist 
Steven  Resnick,  "is  that  over  a  period  o 
time  most  of  the  money  [taken  out  bj 
individuals  and  institutions]  will  comi 
back  into  the  stock  market." 

But  isn't  a  great  deal  of  corporate 
stock-buying  for  takeover  purposes?  O! 
course.  Still,  so  long  as  it  involves  cast 
tender  offers  it  frees  up  money  for  nevi 
investments.  True,  the  investor  whe 
tenders  his  Reliance  shares  to  Exxon  fo: 
cash  may  put  the  proceeds  into  Treasury 
bills.  For  awhile.  Yet  the  chances  are  he'l 
come  back  into  the  stock  market  eventu 
ally.  Conclusion:  There's  an  awesome 
pool  of  potential  equity  money  building 
up  out  there.  ■ 
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There's  a  connection  between 
Abu  Dhabi's  natural  gas  and  the 
electricity  that  lights  Tokyo. 


It's  Ill's  Gotaas-Larsen  LNG  fleet. 


The  world's  most  advanced  vessels  are 
liquefied  natural  gas  carriers  like  those  operated 
by  Gotaas-Larsen  Shipping  Corporation. 

Since  1977,  three  of  Gotaas-Larsen's  LNG 
carriers  have  been  making  regular  voyages  be- 
tween Abu  Dhabi  and  Japan.  Each  vessel  is 
loaded  in  Abu  Dhabi  with  the  liquid  equivalent  of 
2.7  billion  cubic  feet  of  gas.  The  cargo  is  delivered 
to  a  terminal  on  Tokyo  Bay  where  the  LNG  is  re- 
gasified  and  used  by  a  utility  to  generate  electric- 
ity. Each  shiploaH  of  LNG  can  provide  electricity 
for  a  Japanese  city  of  100,000  people  for  a  full 
year.  Under  terms  of  its  charters,  Gotaas-Larsen 
will  continue  these  voyages  until  1995.  A  fourth 
ship  is  currently  transporting  LNG  to  the  United 
States  from  Algeria. 

Why  is  LNG  so  appealing?  Because  natural 
gas  is  pollution-free,  can  be  distributed 
through  existing  systems,  and  is  available 
in  abundant  quantities  from  nations  that 
produce  far  more  than  they  use. 

LNG  isn't  new.  It's  simply  becoming 
more  important.  LNG  carriers  have 


been  making  regular  deliveries  for  almost  15 
years  and  have  completed  more  than  4,000  voy- 
ages to  ports  around  the  world. 

Gotaas-Larsen  vessels  carry  LNG,  crude  and 
refined  petroleum,  and  chemicals. The  company 
also  has  interests  in  offshore  drilling  rigs  and 
passenger  cruise  ships. 

But  Gotaas-Larsen  is  more  than  a  leader  in 
world  shipping.  It's  a  major  subsidiary  of  IU 
International  —  a  company  whose  operations  in 
land  transportation,  industrial  products  and  ser- 
vices, utility  services,  distribution,  agribusiness 
and  ocean  shipping  are  producing  annual  reve- 
nues of  $2.5  billion. 

For  more  information  about  Gotaas-Larsen 
and  its  worldwide  capabilities,  write  Kenneth 
A.B.Trippe,  President,  Gotaas-Larsen  Shipping 

Corporation,  1114  Avenue  of  the  Americas, 
New  York,  New  York  10036. 

To  learn  more  about  IU  Interna- 
tional, write  Corporate  Affairs, 
1500  Walnut  Street,  Philadelphia, 
Pennsylvania  19102. 

International 


Billions  of  dollars  are  lost  by  American 
business  each  year  through  employee  dis* 
honesty*  Exposures  to  big,  potentially  dan> 
aging  losses  are  increasing,  but  only  a  small 
fraction  of  all  losses  are  covered  by 
insurance* 

A  brief  review  by  INA  of  an  insurance 
topic  of  interest  to  business  executives. 


An  accountant  looted  more 
than  $1  million  from  his  company 
by  entering  higher  payments  for 
raw  materials  in  the  company  com- 
puter than  the  firm  actually  paid. 
By  taking  a  few  dollars  from  petty 
cash  daily  for  decades,  an  office 
worker  stole  nearly  $40,000.  A 
bank  teller  embezzled  $1.5  million 
by  manipulating  computer  ac- 
count records  through  his  teller 
terminal. 

In  these  three  examples  of  em- 
ployee dishonesty,  the  frauds  were 
eventually  revealed  and  the  guilt  of 


the  employees  established.  But 
even  when  such  crimes  are  de- 
tected, most  of  the  losses  sustained 
are  often  not  recoverable. 

One  reason  is  that  coverage  by 
employee  dishonesty  insurance, 
otherwise  known  as  fidelity  bond- 
ing, is  likely  to  be  inadequate  or 
nonexistent,  except  for  manda- 
tory coverage  of  financial  institu- 
tions. Large  companies  often 
underestimate  and  underinsure 
their  exposures  and  only  about 
15%  of  small  business  firms  bond 
their  employees  at  all. 


Meanwhile  the  exposures  of 
business,  particularly  to  large 
losses,  have  increased  with  the  ad- 
vent of  sophisticated  embezzle- 
ment techniques  such  as  com- 
puter-aided fraud. 

Negligence  isn't 
dishonesty 

What  is  honesty  insurance?  A 
fidelity  bond  is  simply  a  guarantee 
that  the  insured  firm  will  be  com- 
pensated, up  to  an  agreed  upon 
amount  and  subject  to  agreed 
upon  terms  and  conditions,  for 
the  loss  of  money  or  other  prop- 
erty resulting  from  the  dishonest 
acts  of  its  employees.  Such  bonds 
are  only  intended  to  cover  losses 
caused'  by  deliberate  and  willlul 
intent  to  defraud  —  not  those  re- 
sulting from  negligence,  incom- 
petence or  bad  judgment. 

There  are  many  types  of  fidel- 
ity bonds,  but  all  fall  into  two 
categories  —  those  for  financial  in- 
stitutions and  those  for  all  other 
kinds  of  organizations.  Formerly 
most  fidelity  bonds  were  written 
to  cover  specific  employees,  either 
by  name  or  by  position.  Most 


ollar  Crime 


business  firms  today  prefer  to 
bond  all  employees  on  a  blanket 
basis,  both  because  it  is  usually 
more  efficient  and  because  of  the 
broader  coverage  a  blanket  bond 
affords.  Additional  coverage  can 
be  specified  for  employees  in  posi- 
tions of  exceptional  trust  or 
responsibility. 

Simply  buying  insurance 
doesn't  solve  the  problem  of  the 
dishonest  employee,  however.  A 
large  number  —  probably  the  ma- 
jority—of dishonest  employee  acts 
remain  hidden,  ranging  from 
petty  pilferage  to  successful 
schemes  for  siphoning  off  corpo- 
rate funds.  An  effective  internal 
loss  control  program  is  also 
needed. 

Splitting  employee 
responsibilities 

After  carefully  analyzing  ex- 
posures to  employee  crime  in 
terms  of  potential  frequency  and 
severity,  loss  control  procedures 
can  be  established  and  enforced. 
In  addition  to  rigorous  outside 
and  internal  audits  (including  fre- 
quent "surprise"  audits),  the  prin- 
ciple of  division  of  responsibilities 
should  be  followed  wherever  pos- 


sible, so  that  no  one  individual  has 
sole  responsibility  for  vital  areas  of 
business  operations. 

For  example,  a  person  who  or- 
ders goods  and  supplies  should 
not  receive  them  and  should  not 
issue  checks  to  pay  for  them.  Col- 
lusion between  dishonest  pur- 
chasers and  suppliers  is  a  frequent 
cause  of  large  losses.  By  the  same 
token,  all  checks  should  be  coun- 
tersigned and  bank  statements 
reconciled  by  responsible  individ- 
uals not  involved  in  the  prepara- 
tion of  checks  or  deposits. 

Division  of  employee  respon- 
sibilities can  also  be  vital  in  pre- 
venting fraud  achieved  through 
computers.  Programming  and  in- 
put and  output  functions  should 
be  rigorously  separated.  And  no 
one  should  ever  have  complete 
control  of  the  recording  of  a  busi- 
ness transaction,  even  in  this  day 
of  on-line  operations. 

Most  business  employees  are 
trusted  —  and  rightfully  so.  But 
most  dishonest  employees  are 
trusted,  too— right  until  the  time 
of  revelation.  Dishonesty  loss  con- 
trol can  protect  the  interests  of  the 
vast  majority  against  the  small 
minority. 


TH  show  'em"  syndrome 


For  a  company  acquiring  another 
company,  the  period  between  the  an- 
nouncement of  the  acquisition  and 
the  time  it  goes  into  effect  can  be 
one  of  increased  vulnerability  to  a 
oss  of  goods.  Uncertain  about 
whether  they  will  retain  their  jobs,  a  few 
employees  of  the  acquired  business  may 
be  tempted  to  express  their  frustration 
by  appropriating  company  property. 


Higher  deductibles 

Fidelity  bonds  aren't  issued 
quite  as  routinely  as  they  once 
were.  The  nationwide  increase  in 
white  collar  crime  has  resulted  in 
higher  loss  ratios  for  insurers  and 
consequent  higher  premiums. 
And  deductibles  with  fidelity 
bonds,  unheard-of  a  decade  ago, 
are  fairly  sizeable  today  and  are 
tending  to  get  larger. 

Nevertheless,  a  company's  loss 
control  procedures,  as  reflected  in 
its  actual  loss  experience,  can  re- 
main a  determining  factor  in  set- 
ting its  premiums.  The  Insurance 
Company  of  North  America,  a 
leader  in  fidelity  and  surety  bond- 
ing, can  be  of  assistance  in  advis- 
ing on  such  loss  control  programs. 

*     *  * 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall,  Phil- 
adelphia. Today  it  is  the  largest 
component  of  INA.  Corporation's 
international  network  of  insur- 
ance and  financial  service  compa- 
nies. In  property  and  casualty 
insurance  and  risk  management 
services,  life  and  group  insurance, 
health  care  management,  and  in- 
vestment banking,  INA  and  its 
affiliated  companies  offer  a  unique 
combination  of  products  and  ser- 
vices to  business  and  industry 
around  the  world. 

INA  insurance  products  and 
services  are  available  through  se- 
lected independent  agents  and 
brokers.  For  an  informative  book- 
let on  fidelity  bonding,  write 
INA,  1600  Arch  Street,  Philadel- 
phia, Pa.  19101. 


INIV 

The  Professionals 


41 


When  some 

people  look  at 

the  Liberty  Bell, 
all  they  see  is 
the  crack. 
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The  Streetwalker 


\fter  a  long  lull,  Wall  Street  has  rediscovered 
he  conglomerates.  Why? 


Synergy  again? 


obert  M.  Hanisee,  an  analyst  for 
Los  Angeles'  Crowell,  Weedon  & 
Co.,  has  made  a  lot  of  money  for  a 
Dod  many  of  his  firm's  clients.  A  few 
ears  back  when  nobody  was  following 
eledyne  ("Tele-what?  Oh,  you  mean  that 
'azy  fellow,  Henry  Singleton's  corn- 
any?")  and  the  stock  was  in  the  low  20s, 
hanisee  was  recommending  it  highly, 
eledyne  sold  as  high  as  130  this  year — for 
gain  of  550%  over  four  years  in  a  stock 
larket  that  has  gone  nowhere. 
We  recently  asked  Hanisee  what  he 
kes  now.  "Conglomerates,"  he  says, 
j  Conglomerates?  Teledyne  is  one  thing, 
ut  those  other  tired  old  dogs? 
He  repeats:  "Conglomerates.  Look: 
he  Standard  &  Poor's  500s  now  sell  at 
ght  times  earnings  but  you  can  buy 
tost  of  the  conglomerates  at  five  times 
timings.  Say  they  do  nothing  more  than 
itch  up  with  the  market.  That  would 
lean  a  60%  gain.  There's  a  recession 
jming,  but  remember  that  the  con- 
omerate  earnings  held  up  better  than 
helicals  in  the  last  two  recessions." 
t  Everybody  knows  that  groups  of  stocks 
jin  lag  the  market  for  years.  What's  going 
i)  make  conglomerates  go  up? 
I  "My  fellow  analysts,"  he  replies.  There 
re  now  over  60  conglomerate  analysts 
:ross  the  country.  A  few  years  ago  there 
as  a  handful. 

"Analysts,"  he  does  remind  us,  "don't 
:.ake  money  sitting  there  and  not  rec- 

nmending  stocks." 
:  But  which  conglomerates? 

No  hesitation  there:  Teledyne. 
i  Still,  at  116? 

i  Yes.  He  expects  to  see  operating  earn- 
gs  there  of  $23  this  year  and  thinks 
iledyne  should  sell  at  a  premium  to  the 
arket  because  of  its  brilliant  record.  At 
n  times  earnings,  Teledyne  would 
tch  $230,  double  the  recent  price. 
What  else  does  he  like? 
City  Investing  Co.,  selling  at  about  15, 
>out  four  times  estimated  earnings  of 
5.50  a  share,  and  Whittaker  Corp.,  sell- 
g  at  14,  five  times  estimated  earnings 
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of  $2.80  a  share.  "City  Investing,"  he 
says,  "is  entering  a  period  of  recapitaliza- 
tion— developing  sizable  cash  flows,  re- 
ducing debt  and  buying  back  its  stock, 
just  like  Teledyne  did.  Buying  it  now 
means  getting  in  on  the  ground  floor." 

Whittaker?  Its  stock  was  selling  at  1 
five  years  ago.  Hanisee  likes  it  despite 
what  traditional  analysis  would  balk  at — 
cyclically  of  its  primary  business,  which 
is  metal  processing.  Hanisee  points  to 
the  great  earnings  growth:  up  110%  at 
the  end  of  fiscal  1978,  and  up  103%  at 
the  end  of  the  first  quarter. 

Intrigued,  we  contacted  some  other 
conglomerate-watchers  around  the  coun- 
try. Sidney  J.  Heller  of  Lehman  Brothers, 
Charles  P.  Lamb  of  the  Republic  Nation- 
al Bank  of  Dallas  and  Carol  P.  Neves  of 
Merrill  Lynch  all  raved  about  Litton  In- 
dustries. Recently  selling  at  28,  Litton's 
estimated  earnings  of  $4.25  per  share 
means  a  price/earnings  ratio  of  6.  Said 
Merrill's  Carol  Neves:  "Litton's  cash  po- 
sition, soon  to  go  to  $850  million,  is 
soaring.  The  company  has  sold  off  most 
of  its  holdings  in  Triumph-Adler  in  Ger- 
many, erasing  $100  million  in  debt  from 
its  balance  sheet,  and  finally  settled  its 
long  contractual  dispute  with  the  U.S. 
Navy."  Neves  believes  Litton  will  start 
paying  a  cash  dividend  before  the  end  of 
this  summer  and  maintain  its  stock  divi- 
dend. Best  of  all,  Neves  believes  the  com- 


*  Various  analysts;  hilly  diluted  estimates  where  available 


pany  will  recapitalize  and  perhaps  even 
buy  the  27%  of  its  stock  now  held  by 
Teledyne.  This  will  shrink  capitalization 
and  expand  earnings  per  share. 

Lehman's  Sidney  Heller  likes  Dover 
Corp.:  50,  estimated  earnings  of  $6.40  a 
share,  or  a  multiple  of  eight.  Dover  is  one 
of  the  few  conglomerates  currently  sell- 
ing at  a  par  with  the  market,  but  Heller 
feels  that  "with  their  18%%  earnings 
growth  rate  over  the  last  ten  years,  at  the 
market  multiple,  it's  a  bargain." 

Lehman's  Heller  and  Republic's 
Charles  Lamb  agree  on  two  other  con- 
glomerates: American  Standard  Inc.  (47, 
selling  at  five  times  estimated  earnings 
of  $9  a  share)  and  Northwest  Industries 
(30,  five  times  estimated  earnings  of 
$5.75  a  share).  They  both  like  Northwest 
for  its  Lone  Star  Steel  subsidiary  whici 
produces  steel  casings  and  pipes  for  oil 
wells.  Thanks  to  last  month's  domestic 
oil  price  deregulation,  both  Heller  and 
Lamb  expect  this  segment,  which  al- 
ready provides  60%  of  the  company's 
earnings,  to  increase  sharply. 

If  you  still  aren't  convinced  that  con- 
glomerates belong  in  your  portfolio,  con- 
sider this:  In  10  years  the  big  firm  of 
Salomon  Brothers  has  hardly  ever  recom- 
mended a  stock.  Stock  tips  haven't  been 
Salomon's  style.  It  made  its  name  in 
bonds  and  in  block  positioning  of  stocks. 
But  now  Salomon's  analyst  J.  Pendexter 
MacDonald  H  has  weighed  in  with  a 
powerhouse  recommendation  and  for 
what?  For  ITT,  a  conglomerate.  Mac- 
Donald  thinks  that  ITT  is  a  great  value  at 
28.  He  cites  the  potential  growth  ahead 
for  telecommunications,  a  yield  of  8% 
and  a  price/earnings  ratio  of  only  five 
times  expected  1979  earnings  of  $5.35. 

Cast  your  eye  on  the  last  column  in  the 
accompanying  table.  Note  that  conglom- 
erates were  once  regarded  as  miracle 
stocks  and  sold  at  big  premiums  over  or- 
dinary stocks.  You  were  paying  for  "syn- 
ergy," remember?  That  was  kind  of  silly. 
But  should  synergy  be  at  a  discount? 

— Robert  J.  Flaherty 
and  William  Harris 


 Those  were  the  days  

Today  a  price/earnings  multiple  of  ten  would  delight  most  conglomerates.  Back  in 
the  go-go  era  it  would  have  been  considered  mediocre. 

Estimated  Price/ 

EPS  Recent        earnings  1968  High 


1979*  price  ratio  price  p/e 

American  Standard  $  9.00  46'/2  5  49  29 
City  Investing  3_50  14%  4  39%  34 

Dover  6.40  50  8  21%.  24 
International  Tel  &  Tel  5.35  27%  5  62%  24_ 

Litton  4.25  27%  6  793A  57 
Northwest  Industries  575  30%  5  30%  28_ 

Teledyne  23.00         115%  5  44%  42 

Whittaker  2.80  133/4  5  45'/8  32 
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Just  like  GM? 

"An  awful  lot  of  confusion  has  gone  on 
about  the  extent  of  business  with  Chi- 
na," sighs  Ambassador  Leonard  Wood- 
cock, 68,  in  warning  U.S.  businessmen 
not  to  expect  too  much  too  soon.  "What 
has  been  publicized,  whether  by  design 


working  agreements  with  the  Chinese 
are  the  same  as  actual  contracts.  For  ex- 
ample, a  deal  to  build  hotels  such  as  Pan 
Am's  Intercontinental  for  $500  million 
was  considered  "signed,  sealed  and  deliv- 
ered.". Another  hotel  group  came  to  Pe- 
king and  asked  Woodcock  if,  in  fact, 
everything  was  locked  up.  Were  they 
wasting  their  time?  "It  turns  out  that  the 
Chinese  said  it  wasn't  locked  up.  So,  I 
said:  'The  Chinese  are  the  ones  running 
the  show — go  to  it!'  " 

Sure  enough,  the  "finalized"  hotel 
deals  are  now  up  in  the  air.  Reason: 
When  the  numbers  came  back,  the  Chi- 
nese balked.  "They  told  one  of  our  con- 
gressional delegations  that  the  hotels 


Ambassador  Leonard  Woodcock  in  his  Peking  office 

Peking  is  not  Detroit,  but  a  bargaining  table  is  a  bargaining  table. 


or  by  accident,  as  a  contract,  is  really  just 
a  letter  of  intent  or  a  feasibility  study. 
And  that's  where  some  ridiculous  num- 
bers like  $600  billion  came  from." 

The  retired  president  of  the  United 
Auto  Workers  and  the  first  official  U.S. 
ambassador  to  China  since  1949  had  just 
finished  dealing  with  the  fifth  congres- 
sional delegation  to  visit  China  in  less 
than  three  weeks.  Says  the  durable  en- 
voy, "There  was  a  welcoming  banquet 
and  a  farewell  banquet  here  in  Peking— 
for  each  of  the  delegations — that's  ten. 
Then  as  a  matter  of  courtesy  we  always 
have  a  reception  or  invite  them  to  lunch. 
My  weight's  gone  up." 

Schooled  by  years  of  tough  labor  nego- 
tiations, he  finds  dealing  with  the  Chi- 
nese not  much  different.  "Until  the  time 
seems  right,  each  side  is  forever  stating 
and  restating  and  re-restating  its  posi- 
tion. And  what  I  hear  from  businessmen 
here  is  that  it's  not  much  different  in 
business.  They  go  on  endlessly,  then  sud- 
denly the  two  sides  conclude — many 
times  quite  quickly." 

Woodcock   warns   against  thinking 


were  too  luxurious.  So  it's  back  to  the 
drawing  boards  again." 

Apparently  these  higher-than-expect- 
ed  costs  are  behind  the  current  pause,  or 
"readjustment"  as  the  Chinese  put  it. 
Woodcock  thinks  we  don't  realize  how 
much  work  the  Chinese  have  before 
them.  The  damage  done  by  the  Cultural 
Revolution  in  the  last  years  of  Mao  Tse- 
tung's  life  has  to  be  repaired.  And  then 
there's  the  sheer  magnitude  of  moderniz- 
ing a  nation  of  900  million.  Or  is  it  850 
million?  Or  maybe  as  many  as  one  bil- 
lion? Says  Woodcock,  "There  isn't  any 
agreement — it's  plus  or  minus  100  or  200 
million  people." 

But  Woodcock  feels  confident  that  the 
Chinese  know  what  they're  doing.  "They 
are  just  putting  it  together.  And  the  slower 
growth  is  better  for  China  and,  in  the  long 
run,  for  our  relationship." 

Although  late  on  the  scene,  Americans 
doing  business  with  the  Chinese  have 
some  advantages,  Woodcock  says.  The 
Chinese  remember  the  American  gener- 
osity after  the  Boxer  Rebellion  in  1900. 
Americans  used  the  indemnity  money  to 


build  educational  institutions  in  Chinj 
That  plus  a  healthy  respect  for  America 
technology  and  management  have  pi< 
the  U.S.  high  on  China's  buying  list. 

Woodcock  feels  we  have  at  least  som 
advantages  over  the  Japanese.  "Chas 
Manhattan  won  that  first  phase  of  th 
competition  for  the  Peking  trade  cente 
[reported  as  a  potential  $200  million  t 
$350  million  deal]  because  American 
were  more  flexible." 

The  U.S.  is  still  at  a  disadvantage  con* 
pared  to  Japanese  and  Europeans  wh 
can  call  on  their  export-import  banks 
government  agencies  to  help  in  finan< 
ing.  For  example,  Japanese  banks  e? 
tended  a  $6  billion  short-term  loan  at 
bare  lA%  above  the  London  interban 
rate.  Until  details  such  as  most-favorec 
nation  status  and  Ex-Im  bank  supporl 
are  settled,  Americans  will  remain  at 
commercial  disadvantage. 

A  final  warning:  The  Chinese  aren 
giving  anything  away,  says  Woodcock. 


Heir  apparent? 

Well  before  heir  apparent  Alvin  C.  Ric 
was  forced  out  as  Bank  of  America 
vice  chairman  and  head  of  its  worl 
banking  division  because  of  his  involve 
ment  in  personal  financial  deal 
(Forbes,  Oct  16,  1978),  another  vie 
chairman,  Leland  S.  Prussia,  was  bein 
tabbed  by  some  bank  insiders  as  a  dar 
horse  to  succeed  CEO  A.W.  (Torn)  Clau 
sen.  Prussia,  a  precise-speaking  50-yeai 
old,  had  been  the  bank's  cashier  sine 
1974  and  a  member  of  the  managin 
committee  since  1976. 

Last  month  Prussia  was  named  t 
Rice's  iob  as  head  of  the  $44.2  billio: 
(assets)  world  banking  division.  An 
though  Clausen  is  only  56,  he  has  ofte: 
hinted  that  he  might  consider  retirin 
before  reaching  the  bank's  mandator 
retirement  age  of  65. 

So  Prussia  may  not  have  to  wait  to< 


Iceland  S.  Prussia  of  Bank  of  America 
A  dark  horse  lightens. 
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America, 

why  do  you  keep  your  products 
bottled  up  at  home? 

As  a  major  international  steamship  company 
closely  allied  with  American  businesses,  we 
come  in  contact  with  American  products  all  over 
the  world,  practically  every  day.  We  know  how 
well  they  are  received.  We  know  the  respect 
they  command. 


From  tractors  to  turbines.  Cotton  to  computers. 
Soda  pop  to  peanuts.  The  stamp:  "Made  in 
U.S.A."  is  still  one  of  the  best  'trademarks'  in  the 
world.  And  from  our  vantage  point,  it  appears 
as  if  the  world  can't  get  enough  of  your  products. 

Although  the  United  States  is  one  of  the  world's 
leading  exporters,  imports  are  out-stripping 
exports  by  about  $28.45  billion.  And,  as  you 
know,  this  not  only  hurts  the  U.S.  dollarabroad, 
but  adds  to  inflation  at  home. 

America— from  where  we  stand,  the  whole 
world  is  your  marketplace.  Europe.  South 
I  America.  Australia.  Canada.  The  Far  East.  New 
:  Zealand.  They  not  only  want,  but  need  what  you 
*  have  to  offer.  And  in  the  present  economic 
environment,  you  have  a  price  advantage  you 
never  had  before.  Nor  were  the  overseas  cus- 
tomers ever  so  able  to  afford  what  you  have 
to  sell.  The  American  competitive  edge  is  at  its 
keenest  right  now. 

As  an  international  business  partner  of  yours, 
we  can  tell  you  that  the  "good  'ol  Yankee  spirit" 
of  ingenuity,  innovation,  and  imagination  is 
still  a  global  asset.  So,  uncork  your  historic 
concepts.  Let  your  products  flow  out.  And  watch 
the  returns  come  in. 

America,  Shape  Up.  Ship  Out! 


COLUMBUS  LINE 


New  York  Chicago  San  Francisco  NewOrleans 

All  Water  Container  Services 
direct  to  Australia  and  New  Zealand. 
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long  if  he  does  his  new  job  well  in  the 
world  banking  division — which  may 
take  some  doing. 

While  the  division's  net  income  is  up 
slightly,  it  has  been  growing  much  more 
slowly  than  rival  Citicorp's  net  from 
overseas  operations.  (Citicorp's  total  as- 
sets at  the  end  of  this  year's  first  quarter 
rose  to  $91.5  billion,  compared  with 
BankAmerica's  $91.3  billion.)  More  im- 
portant, in  1978  the  BofA  division's  re- 
turn on  assets  fell  to  0.54%  from  0.60% 
in  1977,  and  return  on  equity  fell  for  the 
third  straight  year  to  16%  from  17.4%  in 
1977  and  19.5%  in  1976. 

Part  of  the  decline  no  doubt  reflects 
the  narrowing  of  spreads  on  internation- 
al loans  which  has  squeezed  many 
American  banks.  But  the  decline  also 
stems  from  the  increased  difficulty  that 
BofA  seems  to  be  having  in  meeting 
competition,  especially  from  European 
and  Japanese  banks. 

Prussia  says  that  "in  the  long  run"  he 
expects  spreads  to  widen  again  and  that 
some  of  the  competition  for  internation- 
al business  will  subside  after  some  banks, 
now  "buying  their  way  into  new  mar- 
kets," begin  to  worry  about  profits.  But 
in  the  near  term  Prussia  says  he  expects 
"the  competition  is  going  to  remain 
pretty  intense."  So  he  may  wind  up  mov- 
ing from  number  two  at  number  one  to 
number  one  at  number  two. 


First-ditch  effort 

The  Republic  of  Panama  may  be  gaining 
a  lot  more  from  the  canal  treaty  than  the 
U.S.  is  giving  up. 

Coldn,  at  the  Caribbean  entrance  to 
the  canal,  has  had  a  free  zone  for  28  years 
and  has  been  a  center  for  international 
trade.  Its  growth,  restricted  by  U.S. 
rights  to  the  land  surrounding  the  port, 
can  now  continue  unfettered. 

Of  course,  growth  takes  investment. 
Part  of  it  will  come  from  the  bigger  bite 
of  canal  fees,  thanks  to  the  treaty — last 
year,  Panama  netted  just  slightly  more 
than  $2  million  from  the  canal.  Next 
year,  based  on  the  same  tonnage  as  last 
year  passed  through  the  canal,  the  coun- 
try could  get  $67  million. 

And  just  last  month,  Dr.  Ernesto  Perez 
Balladares,  Panama's  31 -year-old  Minis- 
ter of  Finance  and  Treasury,  engineered  a 
$135  million  loan  from  a  bank  syndicate 
led  by  Sumitomo  Finance  Ltd.  and  So- 
ciety Generale  de  Banque,  at  %  of  1% 
over  the  London  International  Bank  Of- 
fered Rate  (LIBOR). 

Perez  Balladares  says  his  country  could 
not  get  that  kind  of  rate  from  a  North 
American  bank  because  of  a  report  that 
came  out  of  the  U.S.  Embassy  in  Panama 
saying  the  country  was  in  deep  trouble  as 
the  economic  growth  rate  last  year  was 
only  2.7% .  But  that's  real  growth,  and  this 
year's  first  quarter  shows  a  4%  to  5%  real- 
growth  rate  with  a  10%  to  12%  rate  of 
inflation — low  for  a  developing  country. 

Since  October,  Panama  has  restruc- 
tured $500  million  in  debt,  all  at  more 
favorable  terms.  "Servicing  our  debt  is 
no  longer  as  stressful  as  it  might  have 
been,"  says  the  heavy-set  Perez  Balla- 
dares in  his  lightly  accented  English. 


AnLxter  brotlxrs.  Alan  and  William 
Warehouses,  phones  and  profits. 


Ernesto  P&rez  Balladares  of  tlx  Republic  of  Panama 
National  pride  is  one  thing,  but  the  treaty  means  cash. 


Thanks,  Mom 

Anixter  Bros.,  Inc.,  the  Chicago-base* 
wire  and  cable  distributor  and  manufac 
turer,  is  a  no-frills  company.  Salesmei 
often  operate  over  the  phone,  there  is  n< 
such  thing  as  a  corporate  memo  and  firs 
names  are  a  rule.  It  works. 

William,  54,  and  Alan  Anixter,  58 
started  their  company  in  1957  on  i 
$10,000  investment.  In  fiscal  1978  (end 
ed  July  3 1 )  Anixter  netted  $3.8  million  oi 
sales  of  $197  million.  Through  the  first 
nine  months  of  the  current  year,  sales 
were  $193  million  and  net  income 
reached  $5.7  million. 

Before  they  started  their  own  business, 
the  brothers  sold  electrical  equipment  foi 
manufacturers.  They  realized  that  a  lot  ol 
their  customers'  needs  were  for  smallei 
amounts  of  wire  and  cable  than  manufaci 
turers  wanted  to  sell.  They  also  discov 
ered  it  was  easier  to  reach  a  purchasing 
agent  over  the  phone  than  by  knocking 
on  his  door.  So  they  bought  up  factory 
overruns,  rented  a  warehouse,  installed 
phones  and  went  into  business.  It  tumec 
out  to  be  a  good  idea,  and  in  1967  they) 
went  public. 

Within  two  years,  they  bought  up  28 
other  distributors  around  the  country 
and  then,  to  diversify,  they  bought 
plant  to  fabricate  structural  steel  shapesi 
for  bridges,  electrical  towers  and  micro 
wave  antennas.  That  turned  out  to  be  < 
bad  idea.  By  1972,  losses  were  around 
$400,000. 

"We  just  weren't  hard  hats,"  shrugs 
Alan,  president,  who  holds  an  M.B.A 
from  Wharton.  Brother  Bill,  an  econom- 
ics graduate  from  Northwestern,  nods. 

They  sold  all  their  manufacturing  ex 
cept  for  a  few  profitable  units  that  make 
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One  of  these  men  Just  bought  a  car 
that's  specially  ordered,  newly  painted, 
but  belongs  to  someone  else. 


He  got  a  "really  great  deal"  from  "somebody  who 
knew  somebody  in  the  business."  What  the  man  on  the 
left  didn't  know  was  that  "the  business"  was  car  theft — 
a  $1.7  billion  business — one  of  the  most  lucrative  and 
costly  crimes  in  the  country  today.  Lucrative  for  thieves, 
costly  for  the  rest  of  us. 

Organized  car  theft  rings  have  found  that  stealing 
automobiles  is  profitable  in  several  ways.  Some  people 
arrange  to  have  their  cars  stolen  to  collect  on  the 
insurance.  Then  the  car  is  broken  up  into  valuable  parts 
for  re-sale.  Other  people  seek  to  buy  used  cars  at  a  lower 
price  than  offered  on  the  legitimate  market,  even  though 
they  may  know  something  isn't  right  with  the  deal. 

As  a  major  group  of  property  and  casualty  insurance 
companies,  we  want  to  stop  this  crime.  And  so  should 
you,  because  your  auto  insurance  premiums  have  to  go 
up  to  pay  for  these  theft  claims. 

In  several  states,  concerned  citizens  are  working 
with  law  enforcement  and  insurance  personnel  to 
check  the  spread  of  auto  theft.  We  applaud  and  support 
these  efforts  and  urge  you  to  do  the  same.  Working 
together,  we  believe  we  can  make  a  difference  and 
keep  automobile  insurance  affordable. 


Here's  what  we're  doing 

■  Supporting  the  National  Automobile  Theft  Bureau,  a 
non-profit  organization  created  by  insurance  companies 
to  help  law  enforcement  agencies  combat  auto  theft. 

■  Investigating  theft  claims  more  thoroughly. 

■  Encouraging  manufacturers  to  install  improved  locking 
devices. 

■  Utilizing  a  system  that  checks  for  incorrect  or  forged 
vehicle  identification  numbers. 

■  Encouraging  improvement  of  state  automobile  certifi- 
cate of  title  laws. 

■  Informing  people  what  they  can  do  to  prevent 
auto  theft. 

Here's  what  you  can  do: 

■  Check  the  title  before  you  buy  a  used  car. 

■  Support  anti-car  theft  campaigns  sponsored  by 
the  National  Automobile  Theft  Bureau  and  by  other 
organizations. 

■  Take  your  key  and  lock  your  doors.  Don't  invite  trouble. 

■  Install  an  anti-theft  alarm.  You  may  receive  a  premium 
discount. 

■  Avoid  the  temptation  to  make  that  "really  great  deal"— 
you  may  lose  the  vehicle  and  your  money. 


This  message  is  presented  by  the  American  Insurance  Association,  85  John  Street,  New  York,  N  Y  10038. 

Affordable  insurance  is  our  business—and  yours. 


©  1979  American  Insurance  Association 
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such  products  as  telephone  transmission 
equipment,  antennas  and  small  electronic 
components.  These  days,  those  manufac- 
turing operations  contribute  20%  of  sales 
and  about  30%  of  operating  income.  The 
balance  comes  from  distribution. 

This  year,  Anixter  has  already  opened 
two  warehouses  in  England  and  one  each 
in  Scotland  and  The  Netherlands.  Next, 
maybe  France. 

But  Alan  and  Bill  Anixter  still  share 
the  same  office  and  answer  their  own 
telephones.  Neither  has  a  secretary,  and 
three  days  a  week  their  85-year-old 
mother  comes  to  the  office  to  open  their 
mail  for  them.  But  they  do  have  this 
luxury:  Their  return  on  equity,  which 
drooped  down  to  9%  in  1976,  is  back  up 
to  18%— and  that's  no  frill. 


ShufElin'  back  to  Buffalo 

You  probably  thought  you  heard  the  last 
of  National  Student  Marketing  Corp. 
back  in  1968  when  the  high-flier  nearly 
collapsed  under  doctored  statements  and 
fraudulent  stock  schemes,  costing  4,000 
stockholders  $100  million  in  one  of  Wall 
Street's  biggest  disasters  (Forbes,  Aug.  1, 
1968).  In  the  coming  months,  you  may 
really  hear  the  last  of  NSM.  After  quietly 


National  Student  Marketing's  Joe  Cottrell 


Back  from  the  brink,  by  bus. 


picking  up  the  pieces  over  the  last  de- 
cade, NSM  Chairman  Joseph  J.  Cottrell 
last  March  asked  Salomon  Brothers,  the 
investment  bankers,  to  help  him  decide 
whether  to  liquidate. 

For  the  54-year-old  Cottrell,  that  move 
represents  the  achievement  of  his  basic 
goal:  "to  clean  up  the  company  and  make 
it  respectable."  The  once-plush  Manhat- 
tan headquarters  have  become  four 
rooms  in  Chicago's  Loop,  where  Cottrell 
has  run  NSM  with  only  a  financial  man 
and  three  secretaries.  The  NSM  compa- 
nies— insurance  underwriter  Interstate 
National  Corp.,  shirtmaker  Tanger- 
Creighton  and  Cottrell's  old  outfit,  Na- 
tional School  Bus  Service — last  year 
earned  a  healthy  $8.5  million  on  sales  of 
$79  million — aided  by  investment-tax- 
credit  carryforwards.  Earnings  per  share 
rose  28%,  to  82  cents  in  1978,  due  in 
large  part  to  a  stock  buy-back  program 
that  has  whittled  outstanding  shares 
from  14.5  million  to  9.9  million.  The 
stock  recently  traded  at  414,  a  shadow  of 
its  go-go  high  of  140. 

Economic  necessity  forced  Cottrell  to 
bring  NSM  back  to  legitimacy.  The  ro- 
tund entrepreneur  sold  his  Buffalo,  N.Y. 
school  bus  company  to  NSM  for  $3  mil- 
lion in  stock  just  before  the  NSM  scandal 
broke.  His  stock  value  quickly  evaporat- 
ed to  less  than  $100,000.  Most  of  the 
companies  NSM  held  either  collapsed  or 
bought  themselves  back.  But  the  doors  to 
National  Student  Marketing  remained 
open  and  Cottrell  wound  up  holding  the 
keys.  NSM  didn't  go  bankrupt  and  has 
paid  its  creditors  back  in  full. 

"Sure,  I  thought  of  pulling  my  com- 
pany out  after  the  collapse,"  he  says. 
"But  that  would  have  forced  NSM  into 
bankruptcy,  and  who  wants  to  sign  a 
contract  with  a  bus  company  whose  par- 
ent is  bankrupt?" 

What  conclusion  does  Cottrell  draw 
from  his  bitter  experience?  "It's  easy  to 
cheat  a  man  out  of  his  business  when 
you  offer  him  too  much." 


King  of  Kings 

There  was  a  time  in  professional  sports 
when  the  players  were  colorful  and  flam- 
boyant and  the  owners  were  rich.  Nowa- 
days the  players  are  rich,  and  the  antics 
of  owners  like  the  irascible  Charles  O. 
Finley  and  the  vociferous  Ted  Turner  are 
often  more  outrageous  than  anything  the 
players  would  have  dared. 

The  newest  of  the  flashy  owners  in 
that  mold  is  lerry  H.  Buss,  46,  who  last 
month  bought  both  the  Los  Angeles 
Lakers  basketball  and  Los  Angeles  Kings 
hockey  teams  for  $24  million  from  fack 
Kent  Cooke.  Cooke  also  sold  the  Fo- 
rum— where  both  teams  play — and  his 
13,000-acre  ranch  near  Bakersfield,  Calif, 
for  $33.5  million  to  a  partnership,  of 
which  Buss  owns  15%. 

Tall  and  ruggedly  handsome.  Buss 


Sports  entrepreneur  jerry  Buss 

Two  more  tries  for  a  winning  team. 


lives  in  a  house  in  the  exclusive  Bel  A 
section  of  Los  Angeles  with  the  reqt 
site  pool  and  tennis  court.  But  it  pal 
compared  with  neighbor  Hugh  Hefner 
And  that  playboy  image?  He  argue 
"Look,  I  am  single  and  I  like  to  go  oi 
with  women.  But  I  think  any  single  gi 
will  tell  you  that." 

Playboy  or  not,  he'll  have  to  put  in  a  II 
of  work  to  make  the  teams  pay.  TI 
Kings,  an  expansion  team  in  the  Natio: 
al  Hockey  League,  draw  about  11,000 
game  to  the  Forum  (hockey  capacit 
16,000)  and  have  never  reached  the  NF: 
finals.  The  Lakers,  despite  their  winnii 
tradition,  find  attendance  slipping. 

The  best  part  of  the  deal  may  be  tl 
real  estate.  In  1967  the  Forum  cost  aboi 
$16  million  to  build,  including  $4.5  mj 
lion  for  the  land.  Replacement  tod< 
could  cost  $52  million.  It  has  a  $10  mi 
lion  mortgage,  assumed  by  the  Bui 
group,  and  it  reportedly  turns  a  profi 
thanks  to  rock  concerts,  the  circus  aij 
other  events.  And  the  ranch?  Californ: 
is  the  hottest  real  estate  market  in  tl 
country  now. 

Born  in  Salt  Lake  City,  raised  in  Wyi 
ming,  Buss  started  out  as  an  operatiot 
research  consultant  and  theoretic 
chemist — he  holds  a  Ph.D.  in  physic, 
chemistry  from  the  University  of  Soutl 
em  California.  In  1959  he  and  a  co-worl 
er,  Frank  Mariani,  bought  a  14-un 
apart.ment  building  in  Los  Angeles.  E 
the  mid-Sixties,  he  and  Mariani  ha 
enough  cash  to  buy  up  properties  durir 
the  slump.  When  the  market  bounce 
back,  they  cleaned  up. 

The  last  time  he  took  a  fling  ; 
sports — with  the  Los  Angeles  Strings  i 
the  ill-fated  World  Team  Tennis  league- 
it  cost  him  something  more  than  $2 
million.  But  he  knows  how  to  econi 
mize — he  recently  sold  his  Maserati,  Fe 
rari  and  Porsche  to  buy  a  custom  Roll 
Royce.  ■ 
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THE  NEXT 
GOURMET  GIZMO? 

"Honey  I  need  help  with  these  carrots.  Would  you  run  them 

through  the  7" 

The  food  processor?  Thejuicer?  The  radar  oven?  The  what? 
What's  cooking  in  housewares?  What  will  the  "in"  things  be 
for  the  culinary  cult? 

And  who  will  set  these  trends?  The  same  men  and  women 
who  are  setting  today's  trends. 
The  kind  of  people  who  read  Psychology  Today 
Because  PT  readers  are  the  "in"  group  of  spenders  in  every  major  demographic  target 
group  )8-to-49.  But  all  18-to-49s  are  not  created  equal. 
PT  readers  have  the  money  The  status.  And  the  style. 

Their  concentrations  are  virtually  unbeatable  when  compared  to  the  readers  of  other 
Simmons-measured  magazines  over  one  million  circulation. 

But  more  than  great  numbers,  -they  have  a  great  psychology:  they  live  their  dreams 
today  not  tomorrow. 

Yankelovich  Monitor  Studies  show  that  the  kind  of  people  who  read  Psychology 
Today  set  the  trends  that  others  follow. 

They  rediscovered  the  pleasure  of  gourmet  cooking  at  home,  and  the  food  processor 
became  an  "in"  appliance  in  the  process. 

They  also  started  pouring  wine  at  more  meals,  and  now  wine  is  one  of  the  "in" 
drinks  to  have  in  your  glass. 

They  wanted  music  in  their  lives,  and  quality  components  became  the  "in"  thing  to 
have  in  the  home.  And  the  car.  And  the  office. 

And  when  they  felt  like  having  fun  in  the  sun,  suddenly  the  new  coastal  resorts  of 
Mexico  were  "in." 

So  when  it  comes  to  what's  "in"  in  the  kitchen,  you  can  be  sure  PT  readers  will  be 
the  leaders. They're  worth  more  to  you,  because  you  get  more  from  them. 

PSYCHOLOGY  TODAY. 
GET  TNT 


No  matter  what  the 
energy  source  of  the  future, 
electrical  and  electronic  products 

will  play  a  key  role. 

That's  why  Gould  is  continuing 
its  heavy  investment  in  R  &  D. 


Net  Earnings 


R  &  0  Expenditures 
(In  Millions  of  Dollars) 


101.0 
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1978 


The  demand  for  electricity  has 
nearly  doubled  in  the  past  ten  years. 

More  and  more  electronic 
products  are  serving  new  needs. 

And  Gould  is  capitalizing  on 
these  growth  opportunities. 

Last  year  we  spent  $79  million 
in  R&D,  an  amount  equal  to 
78%  of  our  profits. 

That's  more  money,  relative  to 
profits,  than  any  other  billion-dollar 
electrical  manufacturer  spent.  And 
this  year  we're  planning  to  spend 
even  more.  This  commitment  to 
technology  is  paying  off  in  a 
continuing  flow  of  new  product 
developments. 


Over  100  new  products 
introduced  last  year. 

Consistently  high  investment  in 
R&D  and  product  development  has 
helped  make  Gould'ssalesgrow. 
Last  year  26%  of  our  sales  came 
from  products  that  were  introduced 
in  the  past  five  years.  Some  recent 
examples  include:  flight  simulators 
for  the  Navy,  mobile  cardiac  output 
computers  and  resuscitators  for 
hospitals,  digital  oscilloscopes 
and  logic  analyzers,  and  traffic 
surveillance  devices  for  police 
departments. 

$125  million  for  capital 
improvements  in  1979. 

To  meet  increasing  demand  for 
Gould  products  we're  making  a  big 
investment  this  year  in  new  plants 
and  equipment.  Plans  include  1 1 


new  plants,  six  plant  expansions 
and  five  plant  conversions.  We're 
making  this  investment  now,  to 
keep  earnings  growing. 

Earnings  per  share  have 
grown  at  an  average  annual 
rate  of  13%  since  1968. 

Since  1974  our  dividends  have 
more  than  doubled.  This  strong 
growth  record  is  a  direct  result  of 
our  investments  in  R&D  and  capital 
improvements.  It's  also  based  on 
our  commitment  to  technology 
and  new  product  development, 
concentrated  in  electrical  and 
electronic  products. 

For  more  information  about  our 
company  and  its  products,  write 
Gould  Inc.,  Dept.  FH6,10Gould 
Center,  Rolling  Meadows,  Illinois 
60008,  (312)  640-4000. 


■>  GOULD 


An  Electrical /Electronics  Company 
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Khomeini's 
recession 


soft  landing?  Don't  bet  on  it.  Thanks 
>  that  crazy  fellow  in  Qom  and  others 
ke  him,  the  entire  industrialized,  oil- 
izzling  world  is  in  deep  trouble.  (So  are 
le  OPEC  countries,  but  those  fellows 
aven't  seemed  to  learn  that  you  can't 
ave  a  healthy  business  if  you  gouge  your 
jstomers.j 

Before  the  Shah  fell  and  Iran  sank  into 
laos,  the  economic  script  was  pretty 
lear:  The  U.S.  would  slow  down  more 
lan  Germany,  Japan  and  Canada,  with 
|ie  result  that  U.S.  exports  would  be 
:rong  and  U.S.  imports  weak;  the 
:rength  in  our  exports  would  cushion 
\e  downturn.  Our  trade  balance  would 
nprove  and  the  dollar  would  strengthen 


gradually.  Everybody  would  be  happy. 

But  the  dollar  has  risen  so  fast  and  oil 
prices  have  gone  up  so  much  that  every- 
body's prospects  have  changed  for  the 
worse.  We  won't  export  as  much  and  the 
combination  of  a  stronger  dollar  and  im- 
possibly high  oil  prices  will  speed  up 
inflation  in  Western  Europe  and  Japan. 
The  prospect  now  is  for  the  U.K.  and 
France  to  have  worse  inflation  by  the  end 
of  this  year  than  the  U.S.  Even  Germany 
and  Switzerland  will  have  inflation  com- 
parable to  the  U.S.  That's  what  the  inter- 
national economics  department  of  the 
Bank  of  New  York  expects  (see  chart). 

To  understand  the  prospects  more  clear- 
ly, it  helps  to  focus  on  Japan  and  its 


formerly  miraculous  economy.  Most 
world  commodities,  not  only  oil  but  also 
tin,  steel,  wheat  and  beef,  are  priced  in 
dollars.  Oil  prices  rose  about  3%  world- 
wide in  1978,  but  the  cost  to  Japan  was 
20%  lower  in  dollar  terms  after  taking  into 
account  the  depreciation  of  the  dollar.  For 
example,  in  1977's  fourth  quarter,  100,000 
yen  would  have  bought  $400  worth  of  oil. 
The  same  1 00,000  yen  would  have  paid  for 
$568.20  worth  of  oil  in  October  1978.  Oil 
prices  up  3%,  the  dollardown42%  against 
the  yen,  hence  the  cost  of  oil  fell  39%  in 
this  period  for  the  Japanese. 

Look  what  has  happened  since  the 
Nov.  1  turnaround  in  currency  values. 
The  dollar  rose  at  least  19%  and  now 
100,000  yen  will  buy  only  $455.  Mean- 
while, the  price  of  oil  has  been  pushed  up 
about  26%,  so  Japan  has  lost  all  the 
ground  it  gained  during  1978  as  far  as  the 
cost  of  oil  is  concerned. 

The  bottom  line  is  that  Japan's  Produc- 
er Price  Index  dropped  about  3%  last 
year,  in  contrast  to  the  U.S.'  increase  of 
9.2%.  Japan's  inflation  rate  was  much 
lower  than  ours. 

For  this  year,  Japan's  import  costs  will 
be  rising  fast.  By  the  fourth  quarter,  Ja- 
pan's inflation  rate  should  be  close  to  the 
U.S. '  At  the  same  time,  a  larger  proportion 
of  Japan's  income  will  be  used  to  pay  for 
imports,  creating  an  economic  drag. 

The  U.S.  is  likely  to  be  much  less  seri- 
ously affected  by  the  higher  oil  import 
charges.  Thus  currency  speculators  are 
continuing  to  flock  to  the  dollar  as  the 
strongest  currency  of  the  year. 

Germany  is  already  tightening  its  fis- 
cal and  monetary  belt;  inflation  fighting 
holds  top  priority  there. 

France  presents  an  even  more  serious 
problem — to  itself  and  to  the  newly  orga- 
nized European  Monetary  System.  This 
could  bring  an  end  to  the  new  European 
community. 

So,  as  the  U.S.  slides  into  recession, 
the  prospects  for  having  that  recession 
moderated  by  prosperity  in  Europe  and 
Japan  are  fading.  The  countries  that  are 
making  all  the  money — Saudi  Arabia, 
Kuwait,  Libya — can't  spend  it,  so  you 
can't  count  on  OPEC  to  save  the  situa- 
tion. The  Day  the  Shah  Fell  marked  the 
true  beginning  of  what  may  turn  out  to 
be  the  Great  Recession  of  1979.  tit 


Misery  will  have  company 


The  U.S.  inflation  rate,  worrisome  as  it  is,  is  likely  to  look  less 
bad  as  the  year  gets  older — relatively  speaking.  Rising  costs  of 
food,  fuel  and  other  basics  are  hitting  all  of  the  U.S.'  major 
trading  partners,  too.  Their  inflation  rate  is  expected  to  approxi- 
mate the  U.S.  rate  in  the  months  ahead. 

Relative  inflation  rate 
Seasonally  adjusted  annual  rates  by  quarter 
15% 
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Inflation  worse  than  U.S.' 

_J  i  I  J 


1st  qtr.       2nd  3rd 
1978 

I     I  France 
■B  Switzerland 


1st 


I     I  Germany 
8H  United  Kingdom 


2nd*  3rd* 
1979 

ESI  Japan 


4th* 


Source  International  Monetary  Fund 


*  Estimated  by  Rank  of  New  York 
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A  four-year-or- longer  deposit  certificate 
that  requires  no  minimum  deposit. 

A  BREAK  FOR 
SMALL  SAVERS 


By  Ben  Weberman 


Some  recent  rule 
changes  by  the 
banking  authorities 
are  good  news  for 
small  savers  and  bad 
news  for  bankers. 
What  they  add  up  to 
is  that  the  small  de- 
positor will  now  be 
able  to  get  a  better 
return  on  his  money 
without  having  to  tie  it  up  for  three, 
four  or  seven  years.  For  bankers,  this 
means  a  considerable  increase  in  the 
average  cost  of  money.  The  new  regu- 
lations go  into  effect  on  July  1. 

The  biggest  break  for  the  small  saver 
is  that  he  can  buy  four-year-or-longer 
deposit  certificates  whose  interest  is 
determined  by  the  return  on  four-year 
Treasuries  at  the  time  the  deposit  is 
made.  There  is  no  minimum  deposit. 
This  means  that  small  investors  can 
now  almost  earn  Treasury-note  rates, 
which  previously  were  limited  to 
those  who  could  cough  up  the  $  10,000 
minimum  required  to  buy  Treasury 
bills,  or  $5,000  for  notes.  A  further 
break  for  the  small  investor  is  this:  In 
the  past  he  could  not  cash  in  his  sav- 
ings certificates  before  maturity  with- 
out taking  a  severe  interest  rate  penal- 
ty; the  penalty  has  been  greatly  re- 
duced by  the  new  regulations. 

What  does  this  mean  in  actual  dol- 
lars? The  previous  ceilings  on  four-to- 
six-year  certificates  allowing  for  daily 
compounding  were  7.63%  at  com- 
mercial banks,  7.90%  at  savings 
banks.  Assuming  that  Treasury-note 
rates  do  not  drop  sharply  from  the 
June  levels,  the  new  rules  will  permit 
small  savers  to  earn  8.28%  in  com- 
mercial banks,  8.56%  in  thrifts.  Best 
of  all,  the  small  saver  will  not  have  to 
drop  back  to  5%  to  5'/2%  if  he  pulls 
out  early;  the  new  penalty  is  simply 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine 


loss  of  six  months'  interest. 

If  you  go  for  these  new  four-year-or- 
longer  deals,  you  won't  quite  match 
the  return  of  the  six-month  money- 
-  market  certificates.  But  you  need  a 
minimum  of  $10,000  on  the  six- 
month  certificates  and  they  must  be 
renewed  twice  a  year  at  the  then- 
prevailing  rate.  If  you  assume — as  I 
do — that  interest  rates  are  headed 
down,  the  new  four-year-or-longer 
certificates  look  like  a  good  bet.  They 
guarantee  you  today's  high  interest 
rates  for  the  originally  specified  matu- 
rity even  if  rates  drop  sharply  in  the 
interim.  Yet  you  can  withdraw  if  need 
be  without  losing  all  the  advantages. 
Just  think  how  good  it  will  feel  later 
on  this  year  to  be  drawing  8% -plus 
with  absolute  safety  when  your 
friends  and  neighbors  are  getting 
maybe  5%  or  6% . 

If  you  want  a  still  higher  yield  and 
are  a  small  investor,  there  are  the 
fixed-income  mutual  funds.  However, 
a  fund  that  is  "managed" — that  is,  has 
a  portfolio  director  who  buys  and  sells 
and  tries  to  do  better  than  the  mar- 
ket— carries  market  risk  and  is  not 
really  a  fixed-income  security.  While 
the  objective  is  to  generate  a  yield 
that  is  better  than  average,  some  do 
worse.  The  so-called  fixed-income 
funds  pay  out  interest  that  varies 
with  the  return  on  the  portfolio  at 
each  period.  Right  now,  many  are 
liquid,  with  30%  to  40%  of  assets  in 
money-market  instruments  yielding 
10%  to  12%.  That's  fine.  These  in- 
vestments come  due  in  a  few  months 
to  a  year  or  so.  If  they  aren't  rolled 
over  in  the  10% -to- 12%  range,  the 
portfolio  yield  of  the  fund  shrinks. 
The  extent  of  the  change  will  depend 
on  the  portfolio  manager's  agility. 
Only  a  few  will  be  able  to  get  through 
the  door  to  invest  at  high  yields 
when  the  market  yields  peak.  Bil- 
lions of  dollars  are  waiting  to  be  put 
to  work  at  a  time  when  few  borrow- 
ers will  be  in  need  of  money. 

If  you  are  thinking  of  buying  a 


house,  try  to  finance  the  purchase 
with  a  variable  rate  mortgage.  These 
have  been  in  use  in  California  since 
1975  by  state  chartered  S&Ls  and 
since  December  by  federally  chartered 
California  thrifts.  Beginning  July  1, 
federally  chartered  S&Ls  in  any  state 
may  issue  them. 

A  VRM  works  this  way:  The  initial 
mortgage  rate  is  agreed  to  between 
lender  and  borrower — currently 
ll'/2%  in  California.  Thereafter,  the 
Federal  Home  Loan  Bank  Board  will 
publish  an  index  of  thrift  money 
costs.  Rates  on  VRMs  can  be  adjusted 
up  or  down  once  a  year  by  this 
amount,  but  by  no  more  than  one-half 
of  1%  each  time,  with  a  maximum 
increase  of  2'/2%  over  the  initial  rate. 
There  is  no  floor  on  reductions. 

With  my  scenario,  the  cost  of  your 
mortgage  should  come  down  over  the 
life  of  the  debt. 


Forewarned 

Just  a  year  ago  there  was  a  fad  for 
so-called  Samurai  bonds,  bonds  sold  in 
the  U.S.  but  denominated  in  yen.  Re- 
member? The  dollar  was  heading 
south,  the  yen  was  growing  steadily 
stronger.  The  pitch  was:  Buy  Samurai 
bonds  and  protect  yourself  against  the 
falling  dollar.  Sure,  the  interest  rate 
was  only  6%,  but  think  what  you'd 
make  on  the  rising  yen! 

I  hope  our  readers  took  warnings 
against  this  advice.  The  dollar  has 
turned  strong,  the  yen  weak.  Ten- 
year,  6.3%  Samurai  bonds  that  sold 
for  100  a  year  ago  have  fallen  as  low  as 
85.  One  of  the  last  of  the  Japanese  yen 
issues  to  come  to  market  was  the 
Finland  6.8%  of  1988.  It  came  out  at 
99.7;  today  you  are  lucky  to  get  91. 

Similar  bonds  were  marketed  in  oth- 
er currencies,  too,  such  as  the  Europe- 
an Investment  Bank  6s  due  in  1990, 
denominated  in  German  marks.  In 
December  1978,  they  came  to  market 
at  99.50.  Today  the  DM  is  not  quite  so 
strong.  Germany  is  not  quite  so  strong. 
The  bonds  are  selling  at  86.75  to  yield 
7.65%.  Think  of  all  the  American  in- 
vestors who  were  "hedging"  against  a 
collapse  of  the  dollar.  They  are  out  of 
12.7%  in  six  months — an  annual  rate 
of  loss  of  25%. 

Following  fads  in  fashion  is  one 
thing;  you  can  always  give  your  mini- 
skirts and  Nehru  jackets  to  Goodwill. 
But  when  you  follow  fads  in  finance, 
you  risk  large  amounts  of  money. 
Don't  do  it.  There  are  plenty  of  con- 
ventional ways  to  invest  your  money 
profitably.  ■ 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  May  25, 1979 

$250,000,000 

Gulf  Oil  Corporation 

Variable/ Fixed  Rate  Debentures  Due  2009 

Interest  Rate  through  November  30,  1979  at  9.55% 


Price  100% 

plus  accrued  interest  from  June  1,  1979 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters , 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 

Salomon  Brothers 

Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  lynch.  Pierce,  Fenner  &  Smith  Incorporated 

Blyth  Eastman  Dillon  &  Co.  Goldman,  Sachs  &  Co.  Bache  Halsey  Stuart  Shields 

Incorporated  Incorporated 

Bear,  Stearns  &  Co.  Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Drexel  Burnham  Lambert  E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Lazard  Freres  &  Co.  Lehman  Brothers  Kuhn  Loeb  Loeb  Rhoades,  Hornblower  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  L.  F.  Rothschild,  Unterberg,  Towbin 

Incorporated 

Shearson  Hayden  Stone  Inc.        Smith  Barney,  Harris  Upham  &  Co.        Warburg  Paribas  Becker 

Incorporated  A.  G.  Becker 

Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 


Stock  Comment 
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Knowing  that  stocks  are  cheap  does  not 
impel  one  to  go  on  a  buying  spree;  the 
future  is  ciouded  by  many  ugly  questioiis. 

WHAT 
ALTERNATIVE? 


By  Heinz  H.  Biel 


It  is  not  surprising 
that  investors  are 
finding  it  so  difficult 
to  make  up  their 
minds.  Should  they 
start  using  their  am- 
ple cash  reserves 
and  buy  stocks?  Or 
might  it  not  be  bet- 
ter to  hold  back  a 
while  longer  and  use 
rallies  to  do  some  more  selling- 

Everyone  knows  by  now  that  most 
stocks  are  inherently  worth  much 
more  than  they  are  selling  for  at  pres- 
ent, although  perhaps  not  quite  the 
double  that  Exxon  is  willing  to  pay  for 
Reliance  Electric.  But  knowing  that 
stocks  are  statistically  cheap  does  not 
necessarily  impel  one  to  go  on  a 
buying  spree,  because  the  future — i.e., 
the  next  6  to  12  months — is  clouded 
by  many  ugly  questions. 

Rampant  inflation  will  continue  as 
long  as  the  credit  faucets  remain  wide 
open.  Only  Treasury  Secretary  Blum- 
enthal  seems  to  see  this  clearly,  but 
Messrs.  Miller,  Kahn  and  others  still 
want  only  to  treat  symptoms  rather 
than  attack  the  cause.  We  are  prob- 
ably at  the  outset  of  a  recession  or  will 
be  soon.  As  soon  as  unemployment 
figures  turn  unfavorable,  there  will  be 
a  clamor  for  remedial  action  to  stimu- 
late the  faltering  economy.  All  admin- 
istrations have  succumbed  to  these 
pressures,  even  Eisenhower's.  In  a  re- 
cession, inflation  may  dip  temporarily 
below  10% .  but  not  for  long. 

The  income-tax-paying  investor  in 
fixed-income  securities  will  continue 
to  be  victimized,  because  interest 
rates  are  still  too  low  to  provide  an 
aftertax  return  that  would  at  least 
match  the  inflation  rate.  Unless  you 
invest  kuoulecigeab/y  in  land,  gold, 
stamps,  coins,  antiques,  art,  gems  or 

Heinz  H  Biel  is  a  rice  president  of  tlx  \YSE 
Jinn  ofjannex  Montgomery  Scott 


Swiss  francs,  the  only  practical  alter- 
native is  common  stocks.  At  least 
stocks  give  you  a  clxmce  to  be  more 
than  mst  a  sitting  duck. 

More  on  family- 
controlled  companies 

A  few  years  ago,  when  the  growth 
stock  craze  was  sweeping  the  land,  I 
wrote  about  a  tiny  bank,  then  only 
about  six  years  old,  which  was  grow- 
ing by  leaps  and  bounds  and  whose 
stock  acted  .  .  .  well,  as  if  the  bank 
were  about  to  open  a  casino  in  Atlan- 
tic City.  The  subsequent  sobering  pro- 
cess was  unmerciful:  From  a  high  of 
5414  in  1972,  the  stock  plunged  74% 
to  14  in  1974.  At  that  time,  I  wished  I 
had  never  heard  of  the  Republic  Na- 
tional Bank  of  N.Y.  (now  the  principal 
subsidiary  of  Republic  New  York  Corp.). 

No  corporation,  especially  not  a 
bank,  can  acquire  an  image  of  stabil- 
ity and  respectability  in  a  few  short 
years.  An  aggravating  factor,  appar- 
ently, was  that  Republic  National 
Bank  is  controlled  by  foreign  inter- 
ests, and  American  investors  have  a 
tendency  to  be  a  little  xenophobic  at 
times.  Edmond  J.  Safra,  scion  of  an  old 
Lebanese  banking  family,  controls 
about  65%  of  the  RNB  stock  via  his 
Trade  Development  Bank  of  Geneva. 

Republic  National's  astounding 
growth  has  continued  to  date.  It  is 
now  the  47th  largest  bank  in  the  U.S. 
with  deposits  of  $2.4  billion  at  the  end 
of  1978.  Not  bad  for  a  12-year-old.  The 
intimate  relationship  with  the  Trade 
Development  Bank  has  been  an  im- 
portant factor  in  RNB's  rapid  growth. 
The  emphasis  is  still  very  much  on 
international  banking,  and  foreign  op- 
erations contribute  a  high  percentage 
of  earnings.  Some  investors  may  con- 
sider this  a  flaw,  but  I  wonder  wheth- 
er the  foreign  loan  exposure  of  some 
of  the  giant  New  York  City  banks 
does  not  carry  greater  risks.  Further- 
more, RNB's  capital  ratios  are  among 
the  strongest  in  the  entire  banking 


industry'.  Earnings  rose  to  $7.12  a 
share  last  year,  up  from  $5.77  in 
1977.  Another  earnings  peak  is  ex- 
pected this  year.  The  present  divi- 
dend rate  is  S2. 

It  took  quite  a  while  for  the  stock  to 
recover  from  its  1974  debacle,  but  it 
reached  43  last  year  and  presently 
sells  at  38.  If  you  think  that  this  is  bad 
(the  alltime  high  having  been  54l/4), 
look  at  Citicorp,  the  institutional  in- 
vestors' favorite.  From  a  1973  high  of 
51  Citicorp  dropped  and  dropped, 
reaching  its  low  only  last  year  at  1878. 
The  present  price  is  23'/2. 

Peine  Stores  [34V2 )  is  unique  in  many- 
respects.  Its  founder,  chairman  and 
boss,  Milton  Petne,  owns  no  less  than 
60%  of  the  14  million  shares  out- 
standing. Institutions,  who  usually 
don't  enthuse  over  the  "rag  business," 
own  another  18%.  This  doesn't  leave 
much  for  the  public.  Yet  the  stock, 
held  by  only  1,059  shareholders,  en- 
joys a  remarkably  good  market. 

Petrie  sells  women's  apparel  in 
nearly  500  stores  in  41  states  and 
Puerto  Rico  to  the  tune  of  about  S470 
million  in  the  current  fiscal  year.  This 
is  an  extremely  competitive  business, 
but  Petrie  routinely  earns  an  aftertax 
net  of  over  10%  on  sales,  and  brings 
down  a  mouth-watering  30%  return 
on  equity.  Petrie  doesn't  advertise,  al- 
ter or  deliver  anything,  and  almost  all 
sales  are  for  cash.  He  must  be  doing 
something  right. 

As  far  as  the  published  records 
show,  Petrie  has  never  had  a  down 
year.  The  current  fiscal  year  looks  like 
S4  a  share,  up  from  $3.43.  Although 
Mr.  Petrie  doesn't  really  need  the  ex- 
tra income,  dividends  have  been 
raised  sharply  in  recent  years  to  a 
respectable  rate  of  SI. 40  plus  a  possi- 
ble extra.  Still,  the  debt-free  company- 
is  swimming  in  cash.  At  the  end  of 
the  last  fiscal  year,  holdings  of  cash, 
bank  CDs  and  the  like  amounted  to 
SI 38  million  or  four  times  total  cur- 
rent liabilities  ;  there  are  no  others).  In 
addition,  Petne  Stores  had  some  S16 
million  in  marketable  equity  securi- 
ties. A  few  months  ago,  the  company 
announced  that  it  had  acquired,  "for 
investment  purposes,"  a  5.7%  inter- 
est, since  increased  to  1 1.4%,  in  Toys 
"R"  Us,  a  mass  merchandiser  of  toys. 
Could  this  be  the  beginning  of  the 
deployment  of  its  huge  surplus  funds- 

You  may  wonder  why  Petrie  is  sell- 
ing at  a  multiple  of  only  9,  the  lowest 
ever,  and  why  it  is  down  30%  from  a 
1978  high  of  49%.  I  don't  know.  May- 
be because  Milton  Petne  is  now  about 
76  and  not  getting  any  younger.  ■ 
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What  to  do  if  Business  Week  takes  your  advertising 
to  the  right  kind  of  people9but  not  enough  of  them. 


Chances  are  that  if  you  think  about  advertising 
to  businessmen  you  think  of  traditional  business 
magazines— and  with  good  reason. 

But  there's  another  way  to  talk  business  to 
business  people.  Possibly  an  even  better  way. 

TIME  B  (for  Business).  It's  the  advertising  edi- 
tion of  TIME  Magazine  directed  exclusively  to 
businessmen. . .businessmen  qualified  by  both  job 
title  and  industry.  And  TIME  B  circulates  solely  in 
the  United  States. 

It's  the  largest  all-business  circulation  you  can 
buy:  1,550,000.  And  at  the  most  efficient  price: 
almost  five  dollars  per  thousand  less  than  you  get 
through  Business  Week. 


But  is  TIME  B  really  a  business  publication? 
No,  frankly  it's  not  that  limited.  It  satisfies  the  busi- 
nessman's hunger  to  understand  the  world  in  which 
he  lives  as  well  as  works;  it  lets  him  touch  on  art, 
humanities  and  science,  books,  politics  and  law. 

To  you,  they're  businessmen.  But  TIME  talks 
to  them  as  people.  And  interests  them  profoundly. 
Try  TIME  B.  It's  more  than  just  another  business 
publication. 


Circulation:  1,550,000 

Average  HH  Income:  $35,300 

B&W  Page  Rate:  $22,350 

Attended  College:  87.5% 

4-Color  Page  Rate:  $34,865 

Professional/Managerial:  100% 

©1979  Time  inc.  All  rights  reserved. 


There's  a  right  TIME  for  every  advertiser. 


DAILY  INTEREST 

INCOME... 
HIGHER  YIELDS... 
AND  CHECK 
WRITING! 


Financial  Strategy 


FINANCIAL  DAILY 
INCOME  SHARES,  INC. 

a  no-load  money  market  investment  company 
seeking  high  current  income  consistent  with 
liquidity  and  safety  of  capital 

■  No  sales  charge 

■  Check  Withdrawal  Option 

■  $1,000  initial  investment 

■  $100  subsequent  investment 

■  No  withdrawal  fee 

■  Income  earned  daily,  365  days  a  year 

■  Expedited  wire  withdrawal  privilege 

■  Telephone  Exchange  Option 

■  Withdrawals  are  at  the  then  current  net 
asset  value 


Call  Free:  1-800-525-9831  in  the  continental  US, 
Call  779-1233,  in  Colorado 


Financial  Programs,  Inc.  4-F02-F202-14 
RO  Box  2040,  Denver,  Colorado  80201 

Name  


City, 


.  State  _ 


-Z'P- 


For  more  complete  information  about  Financial  Daily  Income 
Shares,  including  management  fee  charges  and  expenses, 
call  or  send  for  a  prospectus  Read  it  carefully  before  you 
invest  or  forward  funds. 


:  INVESTORS  INTELLIGENCE  \ 


3  Month  Trial-Only  $12 

THE  ADVISORY  SERVICE 
FOR  CONTRARIANS 

Do  you  need  an  objective  measurement 
of  prevailing  stock  market  opinion?  If  you 
are  a  "contrarian"  you  probably  have 
been  puzzled  often  as  to  what  the  prevail- 
ing or  consensus  opinion  really  is. 

Investors  Intelligence  can  be  of  assist- 
ance to  you  in  solving  this  problem.  Since 
1963,  it  has  been  keeping  records  of  the 
%  of  Investment  Advisory  Services  that 
are  bearish.  The  results  are  published  in 
chart  form  in  every  bi-weekly  issue  of 
Investors  Intelligence.  Where  Bearish 
Sentiment  is  greatest  (about  60%),  the 
market  is  ready  for  a  major  upturn; 
where  Bearish  Sentiment  is  lowest  (about 
10%),  the  market  is  ready  for  a  major 
downturn.  These  are  figures  that  con- 
trarians can  use  objectively. 

Investors  Intelligence  also  furnishes 
you  with  quotes  from  the  leading  invest- 
ment advisory  services.  It  plots  a  very 
reliable  overbought/oversold  index  based 
on  the  %  of  stocks  above  their  10-week 
moving  average.  It  runs  point  and  figure 
charts  on  the  Dow  Jones  Industrial  Aver- 
age with  discussion  and  market  scenarios: 
it  lists  significant  insider  transactions, 
breakout  stocks,  and  money  flow  leaders 
and  laggards. 

Just  send  your  check  for  $12.00  ($48.00 
for  1  year)  plus  tax,  with  your  name  and 
address  to  start  receiving  your  INVES- 
TORS INTELLIGENCE  service.  Send  to: 
INVESTORS  INTELLIGENCE,  2  East 
Avenue,  Dept.  F-100,  Larchmont,  NY 
10538.  NYCadd8%  tax:  NYSaddarea  tax. 


While  there  are  some  commonsense  pre- 
cautions one  can  take,  there  s  no  hurry  to 
buy  an  armored  car. 

EXECUTIVE 
SECURITY 


By  John  Train 


In  an  earlier  col- 
umn (Forbes,  Mar. 
5)  I  disputed  some  of 
the  claims  of  certain 
security  companies 
that  have  taken 
large  advertise- 
ments to  announce 
the  advent  of  Ger- 
man or  Italian  style 
anti-executive  ter- 
rorism in  the  U.S.,  and  who  suggest 
that  you  need  them  to  protect  you 
against  it. 

American  corporate  officers  abroad, 
together  with  local  top  executives, 
government  officials  and  other  fat 
cats  are  indeed  regularly  kidnapped 
and  held  for  ransom.  In  a  few  places, 
such  as  Italy,  things  have  gotten  so 
bad  that  if  you  get  rich  enough  you 
feel  you  have  to  go  into  exile.  A 
strange  turnabout!  It  used  to  be  the 
poor  who  emigrated. 

Anyway,  what  my  clients  some- 
times ask  me  is:  What's  the  chance  of 
the  same  thing  happening  in  the  U.S.? 
And  what  should  one  do  about  it? 

Commonsense  prudence  is  the 
most  important  thing,  I  believe. 

I  have  talked  to  people  in  the  State 
Department,  at  the  FBI  and  elsewhere 
in  Washington,  together  with  execu- 
tives in  some  of  the  corporations  that 
are  most  attuned  to  this  problem.  I 
have  also  talked  to  business  research 
groups,  such  as  the  Conference  Board, 
and  to  the  security  companies  them- 
selves. Briefly,  these  authorities  see 
little  evidence  of  the  U.S.  going  the 
way  of  Italy  now,  and  not  much  prob- 
ability in  the  near  future.  So  there's  no 
hurry  to  buy  an  armored  car. 

In  a  new  wrinkle,  big  scare  ads  have 
recently  started  pushing  kidnap  and 
ransom  insurance.  More  and  more  in- 

fohn  Train  is  president  of  Train,  Smith,  hwest- 
ment  Counsel,  New  York,  and  the  author  of 
Dance  of  the  Money  Bees. 


dividuals,  as  well  as  corporations,  are 
buying  K&R.  Sources  at  American  In- 
ternational Group  report  strong  re- 
sponse to  their  ad,  which  displays  a 
frightening  masked  thug  drawing  a 
bead  with  his  pistol  on  the  startled 
reader.  The  cost  of  coverage  depends 
on  the  amount  and  on  one's  wealth, 
occupation,  travel  habits  and  visibil- 
ity. A  $500  annual  premium  might  be 
typical  for  an  "ordinary  person"  who 
never  leaves  this  country;  for  one  who 
goes  abroad  once  in  three  years  a  typi- 
cal annual  premium  might  be  around 
$1,500,  with  surcharges  for  high-risk 
countries  such  as  Italy  or  Argentina. 
Policies  often  include  "accident" 
clauses  that  cover  dismemberment.  In 
the  words  of  Bernard  Daenzer,  presi- 
dent of  the  Howden  Swann  Group:  "It 
is  awkward  to  have  money  available 
for  a  kidnapper,  but  then  not  have 
money  for  a  missing  ear." 

No  reliable  figure  is  available  for  the 
total  premiums  U.S.  corporations  pay 
on  K&R  coverage  or  extortion  riders 
to  crime  insurance  policies.  When 
asked  how  much  companies  spend 
yearly  to  cover  employees  who  don't 
travel  abroad,  specialists  familiar  with 
this  market  give  guesses  ranging  from 
$5  million  to  $50  million;  perhaps  $10 
million  is  safe. 

However,  some  facts  may  be  reas- 
suring. Here  are  the  FBI  statistics  on 
domestic  kidnappings  in  1978: 

U.S.  Kidnappings  160 

U.S.  Kidnappings  for  ransom  22 

Executives  or  their  family 
members  kidnapped  6 

All  things  considered,  particularly 
the  size  and  wealth  of  the  U.S.,  these 
numbers  are  not  too  alarming. 

Most  kidnappings  are  not  for  ran- 
som but  for  transportation:  The 
hitchhiker  pulls  a  gun  or  knife  and 
says,  "Take  me  to  Tucson."  After  that 
come  sex-related  abductions.  Love- 
crazed  swains  have  carried  off  their 
women  ever  since  Helen  of  Troy  and 
the  rape  of  the  Sabines. 

The  figures  are  surprising: 
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Total  ransom  demanded  $3,188,750 

Amount  actually  delivered 

(or  "dropped")  901,800 

Amount  recovered  805,500 


Net  loss  $  96,300 

Not  an  excessive  payout  compared 
with  a  possible  $10  million  of 
premiums. 

Worried  corporations  seeking  "ex- 
ecutive protection  services"  should  go 
to  established,  reputable  security 
firms  (Pinkerton's,  Burns  or  Wacken- 
hut),  which  advertise  discreetly  or  not 
at  all.  Pinkerton's  will  do  a  "foreign 
penetration  study"  of  a  domestic 
company,  including  a  "threat  analy- 
sis" of  likely  hazards,  "vulnerability 
tests"  of  executives  and  directors,  and 
an  emergency  security  plan. 

On  the  other  hand,  it  is  much  more 
reasonable  to  do  the  sensible  things 
that  don 't  cost  a  lot  of  money. 

David  Dearborn  of  Pinkerton's 
points  out  that  armored  cars,  for  ex- 
ample, must  be  replaced  every  couple 
of  years  or  they  begin  to  look  con- 
spicuously out  of  date. 

The  most  useful  "software"  precau- 
tions are  the  cheapest:  1)  Keep  a  low 
profile.  If  you  have  it,  don't  flaunt  it; 
2)  vary  your  routines;  3)  don't  give 
out  personal  information;  4)  watch 
out  for  unexplained  strangers;  5)  but- 
ton up  your  house  and  car  (90%  of 
attacks  occur  when  the  victim  is 
driving  his  car  or  getting  in  or  out); 

6)  have  a  family  and  company  secu- 
rity plan,  including  danger  signals; 

7)  look  closely  after  your  children; 

8)  if  you  ever  do  get  snatched,  get 
on  a  friendly  first-name  basis  with 
the  gang  leaders,  to  become  a  person, 
not  a  thing,  in  their  eyes. 

Executives  with  a  lot  of  protective 
hardware  (a  security  blanket,  you 
might  say)  tend  to  neglect  these  mea- 
sures. Charles  Russell  of  Risks  Inter- 
national, which  compiles  and  ana- 
lyzes information  on  worldwide  ter- 
rorism for  corporate  subscribers,  says 
he  can  think  of  no  major  kidnap  vic- 
tim who  observed  them.  "If  an  execu- 
tive who  goes  abroad  drives  in  a  typi- 
cal local-model  car,  and  refrains  from 
,  writing  his  corporate  title  in  the  hotel 
register,  his  risk  drops  drastically," 
adds  Russell.  "Common  sense  is  the 
hardest  thing  in  the  world  to  sell  to 
people." 

The  Merritt  Co.  of  Santa  Monica, 
Calif,  has  an  excellent  volume  on  de- 
fenses against  executive  kidnapping 
and  terrorism  in  Chapter  18  of  its 
extensive  series  on  Protection  of  As- 
sets. I  recommend  it.  ■ 


Perhaps  the  easiest  way 
to  invest  in  governmeij^gecurities. 


Fidelity  Government  Securities 
Fund,  Ltd.  is  the  first  of  its  kind  to 
combine  all  of  the  following  out- 
standing advantages: 

1 .  High  current  income  from  a  pro- 
fessionally managed  portfolio  of 
obligations  issued  by  the  U.S. 
Government. 

2.  All  of  The  Fund's  income  is  exempt 
from  state  and  local  income  taxes 
in  all  50  states. 

3.  A  low  $1,000  initial  investment. 

4.  No  penalties  for  withdrawal  and 
no  sales  charge. 

5.  Monthly  cash  payments  or 
automatic  reinvestment. 

Our  free  literature  describes  fur- 
ther advantages.  Return  the  coupon 
or  place  an  easy  toll-free  call  today. 

Call  Free  (800)225-6190 

In  Mass.  Call  Collect  (617)  726-0650 
FIDELITY  GROUP 

Over  $4  billion  of  assets  under  management. 


P.O.  Box  832,  Dept.  JB  062579 
82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  fo  r 
a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 


L 


Name 

Address 

City 

State  Zip 

Telephone 

Retirement  Plan  Information: 

□  Keogh    □  IRA    □  403(b) 

SHRINK  YOUR 
TAX  BITE. 


Call  free  1-800-638-1527 
or  (301)  547-2136  collect. 

A  no-load  municipal 
bond  fund  with  these 
advantages: 

□Tax  Free. 

No  income  tax  for  the  IRS 
□Immediate  Liquidity. 

Call  free  or  write  a  check. 


□Low  Minimum. 

As  little  as  $1,000  initial 
investment. 


State_ 


.Zip- 


For  more  complete  information,  including  management  lee 
and  other  charges  and  expenses,  obtain  a  prospectus 
Read  it  carefully  before  you  invest  or  send  money 
Income  may  be  sub|ect  to  state  or  local  taxes 

(O  19/81  How  Price  Associates 


ROWE  PRICE  TAX-FREE  INCOME  FUND,  INC. 

100  E.  Pratt  St  Baltimore,  Maryland  21202 
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Commodities 


MONEY  &  INVESTMENTS 


Can  you  make  any  money  on  the  short 
side  from  an  endless  supply  of  bad  news? 

BEARS  IN 
THE  WOODS 


By  Stanley  W.  Angrist 

Lumber  and  ply- 
wood traders  are  in 
a  quandary.  And  is 
it  any  wonder — a 
strong  case  can  be 
made  for  either  a 
bullish  or  a  bearish 
stance  on  the 
woods.  That's  not 
too  unusual  in  the 
commodity  market 
but  the  cases  here  appear  to  me  to  be 
unusually  well  balanced.  The  most  ob- 
vious place  to  start  is  on  the  bear  side. 

Evidence  is  now  accumulating  that 
home-building  is  softening.  Housing 
starts  in  April  declined  to  a  seasonally 
adjusted  annual  rate  of  1.75  million 
units,  off  2.1%  from  the  revised 
March  figure  of  1.79  million  units, 
and  20%  below  the  year  earlier  figure 
of  2.18  million  units  (see  chart} 

It  should  also  be  noted  that  the 
April  numbers  included  a  1%  rise  in 
single-family  housing  starts  over 
March  (privately  owned  multiple-fam- 
ily units  dropped  almost  10%).  It  is 
well  to  keep  in  mind  the  contrast  be- 
tween the  latest  numbers  and  those 
for  April  1978 — April  was  last  year's 
peak  month.  Thus  it  would  be  a  bit 
premature  to  pronounce  the  start  of  a 
housing  recession  just  yet. 

Building  permits,  another  key  indi- 
cator, fell  in  April  to  a  seasonally  ad- 
justed annual  rate  of  1.52  million 
units,  down  6%  from  March  and 
down  21%  from  a  year  ago.  April  wit- 
nessed huge  outflows  of  deposits  from 
thrift  institutions.  Savings  and  loans 
had  already  reported  substantial  with- 
drawals, and  last  week  the  nation's 
mutual  savings  banks  announced  that 
they  had  suffered  a  record  outflow  of 
$1.1  billion.  The  average  mortgage 
rate  on  a  new  home  touched  10.3%  in 
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April,  making  the  17th  consecutive 
monthly  rise. 

Can  you  make  any  money  on  the 
short  side  from  this  endless  supply  of 
bad  news?  You  better  believe  it. 
Historically,  during  periods  when 
housing  starts  are  declining,  reduc- 
tions in  the  supply  of  lumber  and  ply- 
wood do  not  keep  pace  with  declining 
demand  and  you  very  quickly  get 
oversupply.  In  the  last  cyclical  decline 
in  home-building  that  began  in  1973, 
the  cash  price  for  one  grade  of  western 
plywood  went  from  a  high  of  $190  per 
1,000  square  feet  to  a  low  of  $98.  The 
cash  price  for  random  length  Inland 
Hem-Fir  two-by-fours  went  from  a 
high  of  $193  per  1,000  board  feet  to  a 
low  of  $98.  Plywood  prices  fell  faster 
than  lumber  prices,  but  in  both  cases 
the  declines  amounted  to  about  $95. 
(A  $95  decline  in  plywood  is  worth 
$7,223  per  contract,  while  it  is  equiv- 
alent to  $9,500  for  a  lumber  contract.) 

Merrill  Lynch  in  a  recent  report  be- 
lieves that  neither  lumber  nor  ply- 
wood will  decline  as  much  this  time 
as  in  the  last  housing  recession.  Nev- 
ertheless, the  firm  still  looks  for  a 
decline  on  the  order  of  $60  per  1,000 
square  feet  (plywood)  or  board  feet 
(lumber). 

Now  let's  look  at  the  bullish  argu- 
ments for  the  woods.  Recently,  the 
cash  lumber  market  rallied  in  the  face 
of  the  weakening  housing  market  de- 
scribed above.  Inventories  at  north- 
west mills  declined  to  75%  of  last 
year's  level,  giving  very  strong  evi- 
dence that  the  market  is  less  vulner- 
able to  a  construction  downturn  than 
in  the  past;  historically,  mill  stocks 
rose  as  housing  starts  declined.  The 
field  reports  so  far  are  also  not  very 
bearish.  In  addition  to  the  higher  cash 
quotes,  the  latest  National  Associ- 
ation of  Realtors  survey  shows  "am- 
ple to  moderate"  mortgage  financing 
available  in  80%  of  the  nation.  Tight 
conditions  were  reported  in  the  re- 
maining 20% .  More  important,  there 
was  little  evidence  of  stricter-than- 


S tarts  and  fits 


Historically,  when  housing 
starts  are  declining,  reduc- 
tions in  the  supply  of  lumber 
and  plywood  do  not  keep  pace 
with  declining  demand. 
Millions  of  units* 


•68     '70      T2      '74  "7S 


*  Seasonalty  adjusted  annual  rates 

Source  National  Association  of  Home  Builders 


usual  down  payment  requirements. 
Risk  on  the  bull  side  is  further  reduced 
by  the  fact  that  both  lumber  and  ply- 
wood futures  continue  to  sell  at  a  dis- 
count to  cash.  Furthermore,  untd 
there  are  prospects  for  an  agreement, 
the  possibility  of  a  strike  by  British 
Columbian  woodworkers  in  June 
must  also  be  counted  in  the  bullish  ! 
case  for  lumber  and  plywood. 

But  on  balance,  I  cannot  buy  the  I 
bull  arguments.  I  believe  that  the  | 
overwhelming  bearish  fundamentals 
will  ultimately  make  themselves  felt 
in  the  pits.  There  are  at  least  two 
ways  to  trade  the  fundamentals.  The 
riskiest  way  is  to  sell  September  lum- 
ber above  $222,  risking  no  more  than 
$5  from  your  entry  position.  This 
high-risk  trade  would  require  a  mar- 
gin of  $900  per  contract  and  carries  a 
round-turn  commission  of  $55.  If  I  am 
wrong  on  this  one,  you  could  be 
stopped  out  within  a  day.  The  second 
trade  would  be  to  buy  November  and 
sell  September  lumber  with  Septem- 
ber carry  ing  at  least  a  $12  premium  to 
November.  The  margin  on  this  spread 
would  be  about  $600,  with  a  round- 
turn  commission  of  $69. 

A  similar  strategy  could  be  followed 
using  September  plywood  doing  short 
sales  above  $203.  High-rollers  might 
want  to  avail  themselves  of  the  $18 
premium  that  September  lumber  car- 
ries to  September  ply-wood  by  buying 
the  plywood  and  selling  the  lumber.  In 
1976,  1977  and  1978  lumber  went  to  a 
discount  to  plywood  (but  note  that  in 
1973  it  went  to  a  $50  premium).  The 
margin  here  would  be  about  $1,600.  ■ 
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Stock  Trends 


MONEY  &  INVESTMENTS 


Since  World  War  II,  we  have  not  once  had 
an  American  recession  that  wasn't  preced- 
ed by  a  significant  break  in  the  market. 

A  TIME 
TO  SELL 


By  Peter  G.  Banzhaf 


Why  are  investors 
such  terrible  sellers? 

Why,  when  we 
get  to  this  most  es- 
sential aspect  of  the 
investment  process, 
are  we  so  illogical, 
so  filled  with  preju- 
dices and  emotions, 
so  incompetent? 
With  the  market 
distinctly  moist  and  slippery  under- 
foot, those  of  us  still  heavily  involved 
with  common  stocks  would  like  an 
answer  to  that  question.  But  an  an- 
swer isn't  easy  to  find.  Whether  it's 
the  market  as  a  whole  or  an  individual 
stock  that's  up  for  questioning,  the 
arguments  mounted  against  selling 
are  legion  but  rarely  impressive. 

Tax  arguments,  for  instance.  Even 
when  the  market  is  moving  unflinch- 
ingly south  and  it  seems  sure  there's 
worse  to  come,  many  can't  bear  the 
thought  of  paying  capital  gains  taxes. 
"With  my  low  cost  on  that  stock,  I 
just  can't  afford  to  sell,"  they  brag.  But 
somehow,  confronted  with  a  capital 
loss,  they  reach  the  same  conclusion. 

And  then  there  are  the  personal  rea- 
sons, really  important  reasons.  "I 
can't  sell  that  stock,  I  inherited  it 
from  Daddy.  He  loved  that  company 
and  I  don't  think  he'd  want  me  to  sell 
it."  Beautiful.  A  very  careful  analysis. 

Of  course,  there's  good  old  confu- 
sion, too.  Confusion  leads  to  inactivi- 
ty. If  a  course  of  action  isn't  clear — 
and  it  rarely  is  in  the  stock  market — 
it's  easiest  to  do  nothing.  To  hang  on 
and  hope,  hope,  hope  for  the  best. 

These  reasons — or  excuses — for 
failing  to  act  on  the  sell  side  are  com- 
mon and,  to  a  great  extent,  under- 
standable. But  some  are  a  bit  more 
complicated.  Let's  look  at  some  of  the 
identifying  characteristics  of  the  real- 

Peter  G.  Banzhaf  is  a  rice  president  of  Robert 
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ly  devoted  equity  owner,  the  attri- 
butes that  led  him  into  the  stock  mar- 
ket in  the  first  place. 

He  has  a  strong  and  hopeful  imagi- 
nation. He  sees  good  things  happen- 
ing in  the  future,  can  actually  imagine 
a  new  product  creating  a  wonderfully 
expanded  stream  of  earnings  and  divi- 
dends. When  his  stocks  are  up  (and 
what  better  to  sell  into  than  a  strong 
market?),  he  is  disposed  to  believe 
they  will  move  higher.  When  they 
turn  down,  he  cheerfully  anticipates 
an  early  and  superb  recovery. 

I  don't  mean  to  be  uncharitable,  but 
these  are  not  exactly  the  markings  of 
the  objective  and  exacting  profession- 
al. On  the  contrary,  these  are  charac- 
teristics that  will  have  to  be  actually 
overcome  in  order  to  create  a  sell  deci- 
sion. They  represent  a  genuine  hurdle, 
a  barrier. 

Everyone  recognizes  that  selling 
can  be  a  big  mistake.  You  can  be 
wrong,  flat  wrong  about  the  direction 
of  the  market.  And  if  it  goes  up,  there 
you  are,  drenched  in  frustration,  full  of 
cash  equivalents,  a  sold-out  bull.  For 
many,  life  contains  no  harsher  fate. 

By  now  you  may  have  noted  that 
something  important  is  missing  in  all 
these  "no,  we  don't  want  to  sell"  con- 
clusions. It  is  objective,  thoughtful 
analysis.  For  some  reason,  there 
seems  to  be  a  complete  lack  of  careful 
analysis  on  the  sell  side,  which  is  pe- 
culiar. When  we  buy  stocks,  we  read 
reports,  watch  charts,  ponder  circum- 
stances, examine  economies.  But 
when  we  sell?  Emotions,  prejudices 
and  fears. 

It's  an  odd  business. 

So  what's  this  all  about,  anyway? 
Am  I  working  up  to  a  great  big  sell 
recommendation?  Perhaps,  but  it's 
hard.  That  really  isn't  my  game,  call- 
ing markets.  Besides,  stocks  are  so 
cheap,  the  only  uninflated  claim  on 
assets  in  the  Western  World,  as  every- 
one is  so  fond  of  pointing  out.  Why 
would  you  want  to  be  a  seller? 

Well,  there  is  one  reason,  and  it's 


worth  thinking  about.  It  is  this:  Since 
World  War  II,  we  have  not  once  exper- 
ienced an  American  recession  that 
wasn't  preceded  by  a  significant  break 
in  the  stock  market.  Not  once. 

And  there  seems  little  doubt  that 
there's  a  recession  just  around  the  cor- 
ner. If  you  listen  carefully,  you  can 
almost  hear  it  coming. 

So  if  you're  sitting  with  more 
stocks  than  you  want — if  you  own  a 
bigger  share  of  America  than  you  care 
to — maybe  you'd  better  review  your 
decision-making  process  and  see  if 
you  can't  inject  a  little  analysis  into 
the  sell  portion  of  the  equation. 

But  which  stocks? 

For  once,  it  looks  as  if  the  consumer 
on  whom  we  have  counted  in  the  past 
isn't  going  to  be  able  to  help  us.  He's 
burned  out,  borrowed  up  to  the  eye- 
brows, and  his  Master  Charge  has 
been  used  until  it's  faded  and  limp. 
And  now  he's  trying  to  pay  it  all  off. 
Since  we  can't  count  on  him,  it  would 
make  sense  to  move  away  from  con- 
sumer durables  at  least.  Away  from 
the  producers  of  those  big  ticket 
items — washers,  dryers,  TV  sets.  May- 
tag, Whirlpool.  Maybe  even  RCA,  de- 
spite the  laudable  turnaround  that  has 
taken  place  in  the  company  in  the 
past  few  years. 

Moreover  it's  hard  to  imagine  that 
the  vacationing  herd  won't  be  signif- 
icantly reduced  by  the  gasoline  scare. 
This  should  mean  a  slowdown  for 
Holiday  Inns  and  others  in  the  inn- 
keeping  trade.  Even  the  fast-food  pur- 
veyors, perhaps  even  the  mighty 
McDonald's,  will  eventually  be  affected 
by  the  same  blight.  And  it's  not  diffi- 
cult to  see  a  few  lazy  days  over  at 
Eastman  Kodak  if  the  vacationers  nev- 
er get  out  of  town. 

All  of  this  is  a  considerable  over- 
simplification, of  course.  These  are 
perfectly  obvious  conclusions  and  the 
stocks  mentioned — and  a  lot  of  oth- 
ers— have  already  reflected  my  con- 
cerns. Still,  while  none  of  these  shares 
seem  unusually  vulnerable,  neither  do 
they  seem  very  exciting,  very  likely  to 
run  away  on  the  up  side.  So  with  that 
market  softness  somewhere  out  there 
in  the  night,  I'd  rather  own  cash. 

As  a  matter  of  fact,  when  it  comes 
to  mistakes,  I  guess  I'd  rather  make 
mine  selling.  Selling  produces  money, 
and  if  it  turns  out  you  were  wrong, 
you  can  always  buy  your  way  back  in. 
That's  what  money  is  for. 

But  if  you  forget  to  sell  and  you're 
wrong,  you're  stuck  with  your  stocks. 
All  you  can  do  is  shut  your  eyes  and 
try  to  sleep.  That  ain't  easy.  ■ 
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Consecutive  Dividend 
payments  since  1909 


QUARTERLY  DIVIDEND 
INCREASED 

to  63<c  per  common  share 
(formerly  60<p  per  share.) 

A  quarterly  dividend  at  the 
increased  rate  of  63$  per 
common  share  has  been  de- 
clared payable  August  3, 
1979,  to  stockholders  of  rec- 
ord July  10,  1979.  Regular 
quarterly  dividends  on  all 
preferred  stock  will  be  pay- 
able July  1,  1979,  to  holders 
of  record  June  1, 1979. 

Phillip  D.  Ehm 
Vice  President  and  Treasurer 

Iowa  Power  and  Light  Company 

666  Grand  Avenue 
Des  Moines,  Iowa  50303  A 


Selling  your  company 
may  be  the  most 
important  decision 
you'll  ever  make. 

Securing  experienced  professionals  in 
sales/ mergers/ divestitures  and  negotia- 
tions must  be  your  first  order  of  business. 
The  National  Association  of  Merger  and 
Acquisition  Consultants  provides  47  mem- 
ber firms  in  the  USA,  Canada  and  Europe 
who  confidentially  submit  select,  qualified 
buyers  without  the  knowledge  of  employees, 
customers  or  competitors.  For  the  nearest 
NAMAC  professional,  CALL  COLLECT 
214/661-5748  OR  WRITE:  NAMAC,  4255 
LBJ  FREEWAY,  DALLAS,  TEXAS  75234. 


ENERGY  CONSERVATION 
IT'S  YOUR  CHANCE 

TO  SAVE,  AMERICA 

Department  of  Energy,  Washington,  D  C 


Stay  on  the  sidelines?  Or  bet  everything? 
Many  investors  are  trying  to  do  both. 

NOSTALGIA?  OR 
DESPERATION? 


By  Srully  Blotnick 


The  investors  in 
my  sample  keep  tell- 
ing me  they'd  prefer 
to  do  nothing  in  the 
market  until  the 
outlook  for  the 
economy  (assumed 
very  negative)  and 
the  outlook  for  the 
market  (assumed 
somewhat  positive) 
become  clearer.  But  here,  as  else- 
where, their  words  and  actions  differ. 
They  say  they  would  rather  wait,  but 
in  fact,  they  are  quietly  committing  a 
surprisingly  high  percentage  of  their 
money  to  Amex  and  o-t-c  stocks.  By 
early  June  their  commitment  con- 
sumed more  of  their  investment  mon- 
ies than  it  had  since  the  late  1960s. 

When  I  asked  them  why  so  large  a 
portion  of  their  capital  is  being  used 
in  this  way,  the  typical  initial  reply 
was:  "I  didn't  realize  it."  Pressed: 
"I'm  looking  for  long  shots,"  was  a 
frequent  comment,  and  not  just  from 
the  high-rollers.  Even  investors  who 
aren't  usually  in  the  market  for  high- 
risk  plays  have  suddenly  become 
more  interested  in  the  higher  rewards 
they  hope  will  be  theirs,  thanks  to 
their  greater  willingness  now  to  take 
chances. 

Nothing  makes  that  clearer  than 
the  single  most  common  response 
I've  had  to  the  question:  Why  the  lack 
of  interest  in  the  New  York  Stock 
Exchange?  What  investors  said  is  sim- 
ple and  amazing:  "I'd  prefer  to  put  the 
money  [now  going  into  Amex  and 
o-t-c  stocks]  into  new  issues." 

This  is  what  you  might  expect  to 
hear  from  nostalgia  buffs.  And  to 
some  extent  that  is  what  these  inves- 
tors are.  (Oh,  for  the  good  old  days  of 
1968!)  When  I  asked  them  what  they 
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enjoyed  most  about  playing  the  mar- 
ket in  the  1960s,  they  replied  that 
their  fondest  memories  were  of  the 
booming  new-issues  market.  "It  was 
exciting";  "an  incredible  time"; 
"wow,  that  was  something."  Sounds 
like  a  wonderful  show — a  show  well 
worth  seeing. 

What  they  are  neatly  omitting  is 
that  the  show  cost  them  their  shirts. 
A  Barnum-style  circus  full  of  huck- 
sters and  freaks,  it  finally  closed  up, 
departing  with  the  life  savings  of 
many.  Obviously,  though,  they  en- 
joyed it  enough  to  want  it  back. 

Something  more  than  mere  nostal- 
gia is  at  work  here.  Far  more  impor- 
tant, many  investors  are  becoming 
desperate.  They  are  unable  to  keep 
pace  with  inflation,  no  matter  how 
hard  they  try.  Month  after  month, 
quarter  after  quarter,  the  news  on  the 
inflation  front  is  distressing,  with  no 
end  in  sight.  With  the  purchasing 
power  of  the  money  they  are  earning 
decreasing,  they  have  at  last  reached  a 
critical  fork  in  the  road. 

Investors,  having  been  squeezed 
mercilessly,  now  feel  forced  to 
choose:  Hold  tight  with  high-yielding 
Treasury  bills  and  lose  slowly  but  in- 
exorably to  inflation  and  high  taxes? 
Or  bet  everything?  Many  investors 
are  trying  to  do  both.  Having  parked  a 
substantial  portion  of  their  capital  in 
relatively  risk-free  money  market  in- 
struments, they  want  to  use  some 
portion  of  the  remainder  for  the  wild- 
est gamble  they  can  find.  Safe,  high 
yields  interest  them  and  so  do  huge 
capital  gains.  More  so  than  at  any 
time  in  the  last  two  decades,  their 
feelings  about  investing  have  become 
completely  polarized. 

They  aren't  likely  to  lose  much,  if 
any,  of  the  money  they  have  tied  up  in 
fixed-income  securities.  But  how 
about  their  Amex  and  o-t-c  stocks? 
Rather  than  assessing  the  quality  of 
each  issue  investors  are  playing,  a 
proven  way  to  decide  whether  inves- 
tors will  do  poorly  or  well  is  to  exam- 
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ine  the  degree  to  which  their  expecta- 
tions have  become  grandly  elevated  or 
remain  reasonable.  No  matter  how 
good  a  company  happens  to  be;  if  in- 
vestors anticipate  miracles  in  the 
firm's  rate  of  earnings  growth,  sooner 
or  later  a  significant  correction  in  the 
stock's  price  occurs. 

Gold  and  gambling  are  two  sectors 
in  which  investors'  expectations  are 
currently  vast.  In  recent  weeks,  ex- 
pected returns  on  many  o-t-c  and  es- 
pecially Amex  stocks  have  reached 
bloated  levels.  What  is  likely  to  be  the 
outcome? 

The  gap  between  what  investors 
anticipate  making  from  Big  Board 
versus  Amex  stocks  has  widened  to 
more  than  40  percentage  points:  an 
annual  return  of  about  10%  for  NYSE 
stocks  and  51%  for  Amex  stocks. 

Does  this  make  sense?  Hardly.  If 
the  larger,  better-established  firms  do 
badly,  so  will  their  lesser  competitors. 
In  fact,  the  degree  to  which  the  earn- 
ings of  smaller  companies  could  be 
hurt  by  an  economic  downturn  has 
been  seriously  underestimated.  The 
real  attraction  Amex  and  o-t-c  stocks 
have  is  simply  that  they  bounce  up 
more  easily.  And  down. 

The  gap  between  investor  expecta- 
tions of  Big  Board  and  Amex  stocks 
can  be  counted  upon  to  decrease  ab- 
ruptly, in  one  of  two  ways.  Either  Big 
Board  prices  will  soar,  or  Amex  prices 
will  sink.  It  needs  to  be  said  immedi- 
ately that  a  collapse  of  Amex  prices  is 
not  inevitable,  even  though  it  is  be- 
coming increasingly  more  likely  as  in- 
vestor expectations  there  approach 
unsustainable  levels.  Most  investors 
are  toying  with  the  also-rans  only  be- 
cause they  haven't  been  able  to  find 
any  action  elsewhere.  Once  they  do, 
watch  out.  If  they  decide  that  they 
want  to  own  Union  Carbide  or  Hon- 
eywell, once  these  stocks  start  mov- 
ing, they  won't  hesitate  to  dump  their 
Caesars  World  to  do  so. 

If,  say,  an  institutional  buying  panic 
begins,  individual  investors  will  have 
some  new  toys  to  play  with  and  will 
forget  the  old  ones.  Their  current  lu- 
natic-fringe choices  will  expire  either 
I  slowly  from  neglect,  or  quickly  if  the 
public  decides  to  sell  all  at  once. 

In  short,  if  you've  been  buying  Amex 
stocks,  stop.  If  you  haven't  yet  started, 
don't.  A  situation  where  nobody  wants 
the  big,  sound  stocks  and  everybody 
wants  the  little,  speculative  ones  is 
neither  healthy  nor  sustainable.  Any- 
one who  thinks  he  can  keep  pace  with 
inflation  on  the  Amex  or  with  o-t-c 
stocks  is  in  for  a  shock.  ■ 


Value  Line  looks  at . . . 

Major  Stocks  With 
P/E's  Under  5  And 
Yields  Over  6% 

Plus  the  potential  to  double  in  price, 
we  estimate,  within  3  to  5  years. 

Among  1700  major  stocks  under  its  continuing  review,  The  Value  Line  Investment 
Survey  finds  . . . 

•  254  stocks  are  selling  at  /ess  than  5  times  estimated  current  earnings . . .  compared  with 
past  P/E  ratios  up  to  20  times  or  higher. 

•  188  of  these  low-P/E  stocks  also  offer  Appreciation  Potentials  in  the  next  3  to  5  years  of 
more  then  100%  . . .  based  on  Value  Line's  estimates  of  their  earnings  and  P/E  ratios  in 
that  future  span.  (44  offer  long-term  Appreciation  Potentials  of  more  than  200%.) 

•  In  addition,  a  significant  minority  of  these  "combination"  stocks  currently  yield  from  6% 
to  10.4%,  based  on  our  estimate  of  dividends  in  the  12  months  ahead.  (In  many  of  these 
stocks,  moreover,  we  look  for  sizable  dividend  increases— from  50%  to  100%— in  the 
next  few  years.) 

But  we  urge  you  not  to  leap  into  stocks  like  these,  good  as  they  may  sound,  without  also 
checking  Value  Line's  current  ratings  for  Probable  Price  Performance  and— most  im- 
portantly— Safety.  This  Is  easy  to  do: 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  regular  Summary  &  Index  presents  up-to-date  ratings  of  EACH  of 
1700  stocks  relative  to  all  the  others,  as  follows  .  . . 

a)  Rank  for  Probable  Price  Performance  In  the  Next  12  Months— ranging  from  1  (Highest) 
down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  Yield  In  the  Next  12  Months. 

d)  Estimated  Appreciation  Potential  in  the  Next  3  to  5  Years— showing  the  future  "target" 
price  range  and  percentage  change  from  current  price. 

e)  P/E  ratio  and  current  price,  plus  estimated  annual  earnings  and  dividends  in  current 
12  months.  Also  latest  quarterly  results  against  a  year  ago. 

PLUS  FULL-PAGE  REPORTS 

In  addition,  each  of  the  1700  stocks  Is  the  subject  of  a  comprehensive  new  full-page  Rating 
&  Report  at  least  once  every  three  months— including  22  series  of  vital  financial  and  operat- 
ing statistics  going  back  15  years  and  estimated  3  to  5  years  ahead.  About  130  new  full-page 
Reports  like  this  are  issued  each  week  . . .  1700  every  13  weeks. 

SPECIAL  INVITATION 

You  are  Invited  to  receive  the  complete  Value  Line  Investment  Survey  (with  30-day  money- 
back  guarantee)  for  the  next  9  weeks  for  only  $29— about  HALF  the  regular  rate— if  no 
member  of  your  household  has  had  a  Value  Line  subscription  in  the  last  two  years. 
You  receive,  as  a  bonus,  Value  Line's  2400  page 
Investors  Reference  Service  incudlng  our  latest  full- 
page  Ratings  &  Reports  on  each  of  1700  stocks— fully 
indexed  and  looseleaf-bcund  for  your  quick  and  easy 
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seconds  to  replace  the  old  Reports  with  the  new  in 
your  binder.)  All  this  material  is  so  organized  that  you 
can  quickly  find  a  continually  updated  report  and  cur- 
rent evaluation  on  almost  any  stock  you  may 
be  Interested  in  buying  selling,  or  equally  import- 
ant, holding. 

And— as  an  extra  bonus— you  will  also  receive  Evaluating  Common  Stocks,  f^Ti™  m,**,  i 
by  Arnold  Bernhard,  Value  Line's  founder  and  research  chief.  This  96-page  !  •» 
book  explains  how  even  inexperienced  investors  can  apply  thousands  of  Equating 
hours  of  professional  research  to  their  own  portfolios  by  focusing  on  only  two  j  Common 
unequivocal  ratings,  one  for  Timeliness  (Performance  in  next  12  months),  the  \  stocks 
other  for  Safety.  This  book  is  YOURS  TO  KEEP  even  if  you  return  the  other  '-ffiK 
material  under  your  money-back  guarantee. 

This  subscription  is  tax-deductible  if  utilized  to  aid  in  the  management  of  your  investments. 
To  accept  this  Invitation— and  to  pinpoint  the  current  list  of  low-P/E  "combination"  stocks 
referred  to  above— mall  the  coupon  today. 
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□  1  year  for  $315.  My  payment  is  enclosed— 
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Conservative  investment  is  dead  until  we 
all  drive  diesels  and  the  country  crows  over 
its  hard-won  self-sufficiency. 

AMERICA 
THE  PRODIGAL 


By  Martin  T.  Sosnoff 


My  latest  $600 
sports  jacket  was 
delayed  for  delivery 
because  the  dude 
ahead  of  me  bought 
14  silk  suits  on 
Wednesday  and  de- 
manded they  be  al- 
tered by  Saturday. 
He  won.  To  com- 
pensate, I  tele- 
phoned my  rural  equestrian  shop  and 
ordered  up  three  pairs  of  custom- 
made  riding  boots  at  $290  a  pop. 
Twelve  months  from  now  they  will  be 
marked  up  to  $390,  and  24  months 
later  that  old  shoemaker  will  have 
packed  up  and  sailed  back  to  Palermo, 
hi  a  trendy  shoe  boutique  off  Park 
Avenue  where  I  go  to  pick  up  my 
Hungarian  countess'  latest  acquisi- 
tions, 15  women  were  seated  at  a  ban- 
quette busily  shuffling  shoe  boxes. 
They  paraded  before  elongated  wall 
mirrors,  and  the  average  purchase  was 
in  multiples  of  three,  the  American 
Express  receipt  over  $500. 

Unless  you  live  in  rural  Maine,  you 
know  by  now  that  an  inflationary  psy- 
chosis has  hit  the  country.  Perhaps 
only  the  economists  at  the  Federal 
Reserve  or  in  the  Council  of  Econom- 
ic Losers  still  think  that  inflation  will 
peak  under  10%.  These  are  the  guys 
who  wear  woolen  herringbone  suits  in 
August  and  have  paid  off  their  25-year 
mortgages  written  in  1949  at  5%. 

What  will  it  take  to  bring  the  country 
to  a  belt-tightening  mood?  Maybe  we 
can  entice  the  Arabian  air  force  into 
strafing  Pearl  Harbor.  Obviously,  our 
President  is  setting  an  example  with  a 
woodbuming  stove  in  the  White 
House,  but  it  was  more  than  five  years 
ago  that  economic  warfare  was  de- 
clared on  America  the  Prodigal,  and 

Martin  /'  Sosnoff  is  chairman  of  Alalanta 
Capital  Corp ,  New  York,  and  the  author  of 
Humble  on  Wall  Street. 


successive  presidencies  pragmatically 
have  avoided  the  issues.  We  ride  around 
in  cars  that  resemble  our  living  rooms, 
and  they  should  be  taxed  to  death. 
General  Motors  took  25  years  to 
counter  the  Beetle  and  offer  the  country 
cars  that  answer  the  economic  necessi- 
ty of  25  miles  to  the  gallon.  Finally! 

From  quarter  to  quarter,  the  stock 
market  betrays  its  uneasy,  deeply  am- 
bivalent bullishness.  The  October 
massacre  is  followed  by  a  buoyant 
first  quarter,  up  7%  in  the  face  of 
accelerating  inflation  and  escalating 
interest  rates.  The  dollar  waxes  stron- 
ger for  the  wrong  reasons — the  world 
has  to  buy  dollars  to  pay  the  higher 
tariff  on  oil.  Accelerating  inflation 
hits  Germany,  Japan  and  England,  and 
by  mid-spring  all  the  economists 
again  are  discredited.  The  economy 
doesn't  top  out,  and  the  consumer 
doesn't  stop  his  buying  spree,  but  goes 
deeper  into  debt — this  is  smart. 

The  boys  in  the  herringbone  tweed 
now  are  rushing  into  print  with  their 
revised  forecasts.  The  old,  tired  econ- 
omy by  year-end  could  approach  a  su- 
perheated condition — labor  and  raw 
materials  shortages,  plant  capacity 
limitations  and  interest  rates  piercing 
the  12%  high-watermark  set  in  the 
summer  of  1974.  (This  last  forecast 
could  be  right  for  a  change.) 

Just  as  the  market  tries  every  quar- 
ter to  forecast  the  end  of  the  cycle,  the 
economy  perks  up  and  stock  prices 
wither.  The  ebb  and  flow  is  confined 
so  far  within  a  narrow  range  because 
the  players  have  sold  down  to  the 
sleeping  level.  Perceptions  on  what  is 
appropriate  risk  have  sobered  equity 
ratios  from  the  mid-70s  down  to  the 
mid-50s  among  the  billion-dollar  asset 
pools,  and  many  have  watched  in  hor- 
ror as  their  bond  holdings  have  depre- 
ciated 10%  or  more  in  the  past  18 
months.  The  institutional  investor  re- 
mains hooked  into  a  no-win  portfolio 
structure.  His  high-grade  stocks  go 
nowhere,  and  his  bond  holdings  drip 
blood.  Takeovers,  casino  goods,  the 


entire  spectrum  of  secondary  stocks 
far  outperform  the  institutional  list, 
this  despite  the  foreboding  of  a  year 
ago  that  the  quality  goods  had  already 
suffered  enough  for  the  old  disparity 
in  valuations — which  has  closed  to  a 
narrow  premium  over  the  market 
multiple  of  eight  times  earnings. 

What  can  one  do?  The  polite  inves- 
tor does  what  is  prudent  and  gets 
marked  down  for  his  probity.  Bonds 
soften  perceptibly  and  the  list  of  200 
largest  capitalizations  in  the  equity 
sector  goes  south.  As  I  sat  in  the  living 
room  of  a  very  wealthy  client  and 
looked  out  at  the  huge  Henry  Moore 
bronze  in  the  courtyard  and  then  up  at 
the  Matisse  portrait  in  blue  of  a  young 
girl,  I  answered  this  gentle  heiress 
who  battles  unsuccessfully  to  get  her 
community  to  accept  low-income 
housing. 

"They  are  marking  you  down  for  a 
while  and  maybe  even  redistributing 
your  wealth.  The  inflation  is  indirect 
taxation  and  we  must  be  very  aggres- 
sive. Our  most  successful  invest- 
ments have  been  the  Teledynes,  Reli- 
ance Groups  and  De  Beers  of  the 
world.  The  stocks  the  professional  in- 
vestor was  afraid  to  buy.  I  am  selling 
out  your  bonds.  It  is  a  loser's  game, 
and  we  are  going  to  hold  a  lot  of  cash 
equivalents.  What  we  buy  will  be  well 
below  the  market  multiple.  Banks, 
savings  and  loans,  insurance  under- 
writers. The  utilities  are  gone.  Public 
service  commissions  will  deny  them 
rate  increases  to  compensate  for  the 
shutdown  and  stretchout  of  the  nucle- 
ar generators.  Productivity  gains  for 
American  Telephone  are  over." 

In  short,  to  be  prudent  today  is  to  be 
parted  from  one's  wealth.  Speculation 
no  longer  will  be  a  dirty  word,  and  the 
professional  investor  must  turn  into  a 
professional  speculator  in  a  world 
where  economic  warfare  escalates. 

One  of  my  old  partners  used  to  put 
down  on  his  net  worth  statement  that 
he  was  a  professional  speculator.  It 
was  a  source  of  great  pride  to  him  that 
nobody  in  the  country  thought  the 
title  had  much  cachet.  Today,  when 
people  ask  me  what  I  do  I  tell  them  I 
manufacture  money.  They  laugh,  but 
now  everyone  understands  exactly 
what  I  am  up  to.  The  Seventies  must 
finish  paying  for  the  excesses  of  the 
Sixties.  As  for  the  Eighties,  it  is  every 
man  his  own  speculator.  Conserva- 
tive investment  is  dead  until  we  are 
all  driving  around  in  Volkswagen  die- 
sels and  the  country  is  crowing  over 
its  hard-won  self-sufficiency.  America 
the  Prodigal,  be  gone.  ■ 
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When  you  can  isolate  your  best  international  prospects 


It  really  is  a  small  world 

Whether  your  marketing  program 
dictates  the  broadest  possible  cover- 
age, or  the  pinpoint  accuracy  of 
market-by-market  advertising,  the 
regional  editions  of  Newsweek 
International  bring  the  cream  of  the 
international  business  community 
to  the  top. 

You  can  select  the  precise  geographic 
areas  where  your  sales  opportunities 
exist:  ail  of  Europe;  the  Common 
Market  only;  East  Asia,  excluding  the 
Philippines;  just  Korea... There  are 
47  regional  editions  available,  allow- 
ing you  to  direct  your  advertising 


THE 

INTERNATIONAL 
NEWSMAGAZINE 


messages  to  the  precise  audience 
you  need. 

As  our  circulation  grows  (faster  than 
any  other  international  medium) 
our  high-profile  demography  holds- 
even  climbs.  That  means  you  reach 
more  people  who  are  real  prospects; 
and  you  increase  your  efficiency 
by  concentrating  on  the  regions 
you  need. 

It's  a  uniquecombination... high- 
prospect  density  the  world  over. . . 
pinpoint  editions  to  eliminate  waste. 

Both  in  an  atmosphere  of  editorial 
authority  and  impact. 


You  find  it  in  one  magazine. 

ONLY 


SALES  OFFICES  New  York  •  Chicago  •  Los  Angeles  •  San  Francisco  -  London  •  Amsterdam  •  Frankfurt/Main  •  Geneva  •  Paris  -  Rome  -  Hong  Kong  -  Manila  •  Sydney  •  Tokyo 


Thoughts 

on  the  Business  of  I  Jfe 


It  is  indeed  a  desirable  thing 
to  be  well  descended,  but  the 
glory  belongs  to  our  ancestors. 
Plutakc  II 


Alienation  is  practiced  by  whole 
groups  and  classes  of  people. 
We  may  all  bore  one  another  to 
death  this  way,  and  the  young, 
who  are  the  most  self-conscious 
about  their  alienation,  can 
be  the  most  boring  of  all. 
John  Corri 


Children  are  often  cursed 
by  the  excessive  ambitions 
of  their  parents  for 
their  success  and  welfare. 
William  Feather 


Children  are  remarkable  for 
their  intelligence  and  ardor, 
for  their  curiosity,  their 
intolerance  of  shams,  the  clarity 
and  ruthlessness  of  their  vision. 
Aldous  Huxley 


A  Text . . . 

But  if  any  provide  not 
for  his  own,  and 
specially  for  those  of 
his  own  house,  he  hath 
denied  the  faith,  and 
is  worse  than  an  infidel. 
I  Timothy  5:8 


Sent  in  by  Thomas  Robins,  Seattle,  Wash. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life .  is  presented  to  senders  of 
texts  used. 


Why  should  anybody  be 
interested  in  some  old 
man  who  was  a  failure? 
Ernest  Hemingway 


We  pay  for  the  mistakes  of  our 
ancestors,  and  it  seems  only 
fair  that  they  should  leave  us 
the  money  to  pay  with. 
Don  Marquis 


To  grow  old  and  still  he  loved, 
he  kind  at  id  sweet,  good  (Did 
gracious — and  hare  something 
n>  bequeath 

I. el  your  children  go 

if  you  want  to  keep  em  * 

Malcolm  Forbks 


Gentility  is  what  is  left 
over  from  rich  ancestors 
after  the  money  is  gone. 
John  Ciardi 


Because  I  helped  to  wind  the 
clock,  I  come  to  hear  it  strike. 
William  Butler  Yeats 


If  you  want  to  see  what 
children  can  do,  you  must 
stop  giving  them  things. 
Norman  Douglas 


Caring  knows  no  season. 
Frank  Tyger 


When  he  who  ponders  these  things 
cries  that  all  flesh  is  grass, 
science  joins  with  faith,  replying: 
Make  green,  then,  in  thy  season, 
the  place  wherein  thou  growest. 
George  W.  Corner 


Insanity  is  hereditary.  You 
get  it  from  your  children. 
Lillian  Holstein 


'The  Sayings  of  Chairman  Malcolm,  a  col- 
lection of  over  500  thoughts  embodying  the 
wit  and  wisdom  of  Malcolm  Forbes.  Now 
available  at  $5.95.  Send  check  and  order  to 
Forbes  Inc.,  60  Fifth  Avenue.  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


The  emotion,  the  ecstasy  of  love, 
we  all  want,  but  God  spare  us 
the  responsibility. 

[ESSAMYN  Wl-si 


Some  people  seem  compelled  by 
unkind  fate  to  parental  servitude 
for  life.  There  is  no  form  of 
penal  service  worse  than  this. 
Samuel  Butler 


I  do  not  love  him  because 
he  is  good,  but  because 
he  is  my  little  child. 
Rabindranath  Tagore 


Our  most  valuable  possessions 
are  those  which  can  be  shared 
without  lessening;  those  which 
when  shared,  multiply.  Our 
least  valuable  possessions 
are  those  which  when 
divided  are  diminished. 
Hugh  Prather 


If  a  rich  man  is  proud 
of  his  wealth,  he  should  not 
be  praised  until  it  is 
known  how  he  employs  it. 
Socrvtes 


The  child's  toys  and  the 
old  man's  reasons  are 
the  fruits  of  two  seasons. 
William  Blake 


There  are  few  things  easier 
than  to  live  badly  and  die  well. 
Oscar  Wilde 


Men,  like  peaches  and  pears, 
grow  sweet  a  little  while 
before  they  begin  to  decay. 
Oliver  Wendell  Holmes 


Something  lingers  in  the  human 
family  that  is  from  certain 
branches  of  the  animal  family. 
Total  love,  straight  through 
to  issue,  to  children,  can  be 
a  killer,  and  no  man  who  is 
killed  by  love  is  ever  the 
same,  or  ever  again  a  son.  He 
is  a  father  forever  after. 
William  Saroyan 
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that  has  its  own/ 
semiconductor  technology. 


The  reputation  of  a  company  can  rest  on  a  few  square  millimeters. 
To  assure  that  our  satellite  earth  stations,  computer  terminals 
and  other  electronics  products  would  perform  to  our  standards, 
we  began  making  our  own  electronic  parts  and  components. 
Now  NEC  is  a  leading  manufacturer  of  semiconductors  in  the  world. 
The  large  and  the  small.  NEC  does  it  all  with  a  professionalism  and  pride 
that  have  earned  it  the  confidence  of  customers  in  over  120  countries. 


k  i 


Tokyo.  Japan 


Imagine  you've  just      'f^^^  -  ^^^f^^^W^. 
flown  into  Japan's  j  r^jiSj^t^^^^^^^m? 

Tokyo  Airport.  You  mml^B^£^^\^^^\  xk 

head  for  the  Duty  Free  mSS^^^"^ " '" '  X 

shop,  hoping  to  pick  up  •  \ 

seen.  It's  the  new  Solar  ^^^^^^^^^^^^^^^^^^^ 

alarm  chronograph,  ':^^'^^^^^00'^ 
just  released  and  not  — ^r^&*^^ 
yet  available  in  the  s\p00^^ 

States.  And  because  .j|^pP> 
the  shop  is  duty  free,.  k^*8*^  ,-  * 

the  $295  gold  model  is  H| 

marked  down  to  ■■HHHHHMHMk  ^0*^^^ 

THE  NEW  SOLAR ! 
AT  A  DUTY  FREE  I 

tune,  you.  charge  one  to   .       mounted  speaker  grills  are  a 
your  credit  card.  It's  a  hand-    Seiko  exclusive,  making  it 
some,  useful  addition  to  your   immediately  recognizable. 


THE  NEW  SOLAR  SEIKO 
ATA  DUTY  FREE  PRICE. 


life.  And  at  that  price,  an 
excellent  investment.  • 


•T?  : 

y 


teries  never  lasted 
long. 

It's  got  the  latest  solar 
attery,  which  gives  you 
o  ten  years  of  battery  life, 
n  the  nightlight  battery 
up  to  5  years  without  a 
nge.  The  alarm  is  a 
dy  wake-up  or  appoint- 
t  reminder.  The  stop- 
tch  times  up.  to  12  hours 
1/10  second,  and  gives 
:s,  1-2  finishes,  and 
outs.  The  day  of  the 
k  is  always  displayed, 
date  and  month  appear 
command.  Unusually  well 
shed  in  solid  stainless  steel 
e  and  band,  it  features 
ard  mineral  glass  face 
crystal.  The  distinctive  front- 


1 


■M 


Stay  home,  and  still  save. 

Rather  than  flying  to 
Japan,  pick  up  your  phone 
and  dial  toll-free  to  MjSk 
The  Sharper  Image.  HI 

You'll  be  able  to        Get  tenyears 

order  the  new        save  $75  with 
Seiko  Solar  (list  $295)  at  the 
same  low  price,  only  $220  • 
in  gold,  or  $190  in  stainless. 
You'll  save  about  $75  either 
way.  You  can't  get  a  better 
price,  even  at  the  shop  in 
the  Tokyo  Airport.  Not  only 
will  you  save  a  tidy  sum; 
you'll  be  among  the  first  to 
own  a  timepiece  that's  guar- 
anteed to 'start  conversations. 
One  small  snag. 

Even  at  this  low  price, 
you'll  get  a  full  year  of  lim- 
ited parts  and  labor  warranty 
coverage.  This  coverage  is 


provided  by  a  prompt 
^^^mV  U.S.  service-by-mail 

^\  facility.  About  all  you'll 

[jgj^sfc  be  giving  up  is  the  con- 

a°s     \  venience  of  walk-m 

^^^^^^^j  rarely  needed,  ever. 
pgJgZ  The  solid  state  com- 

ponents  never  need 
^0^"^  service,  and  after  twelve 

i  months,  you  can  use 
any  Seiko  service  facility. 

JpSP^  Jm  Please  order  now. 
^^^^fastf^^j  This  watch  is  so 

_^>^       B  new  most  stores  don't 
•^"^  .^r^-^&^A  .  have  it  yet.  And 

IA  C[||#fl  quite  frankly, 

HI1  WEIIVU  very  Lilted.  By 
|FF  HPinr  ordering  today, 
iff  I' ■■■■■■      without  obliga- 

■  tion,  you'll  be 

rills  are  a    sure;  of  receiving  the  newest 
king  it  .      Seiko  at  an  unusually  low 
izable.       price.  If  it's  not  everything 
ill  save,    you  expected,  you  are  wel- 
ng  to         come  to  send  it  back  within 
phme^^^^we^ks  of  receipt  for  a 

Get  ten^yearslroTrTabattery.    But  please  Order 
Save  $75  with  a  phone  call.      nQW  fo  avoi^ 


disappointment. 
OWDERNOW  TOLL-FREE. 

Credit  card  holders 
i  may  use  our  toll-free 

I  number.  Or  send  check 
I  for  $220  for  Gold  plus 
;  $13.20  sales  tax  in  Cali- 

m  fornia  (for  Stainless,  $190 
j  plus  $11.40).  Add  $2.50 

J  for  delivery. 

S  (800)  227-3436 

Z  In  California  (800)  622-0733 


1  THE  SHARPER  IMAGE 

I    260  California  St.,  Dept.  SKA-  027 

I San  Francisco,  CA  94111 
(415)  788-4747 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$250,000,000 

Tenneco  Inc. 

9 ¥2%  Debentures  due  2004 

Interest  payable  June  15  and  December  15 


Price  99%%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
,  undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO.        MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Incorporated  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

THE  FIRST  BOSTON  CORPORATION    GOLDMAN,  SACHS  &  CO.    PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated 

SALOMON  BROTHERS  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 

BACHE  HALSEY  STUART  SHIELDS  BEAR,  STEARNS  &  CO.   BLYTH  EASTMAN  DILLON  &  CO. 

Incorporated  Incorporated 

DILLON,  READ  &  CO.  INC.      DONALDSON,  LUFKIN  &  JENRETTE      DREXEL  BURN  HAM  LAMBERT 

Securities  Corporation  incorporated 

E.F.HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

LEHMAN  BROTHERS  KUHN  LOEB  LOEB  RHOADES,  HORNBLOWER  &  CO. 

Incorporated 

SHE  ARSON  HA  YDEN  STONE  INC.      WARBURG  PARIS  AS  BECKER      WERTHEIM  &  CO.,  INC. 

Incorporated 

DEAN  WITTER  REYNOLDS  INC.  L.  F.  ROTHSCHILD,  UNTERBERG,  TOW  BIN 

June  11, 1979 
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Bob  Cizik  drives  a  bargain 

Robert  Cizik,  the  brisk,  intense  presi- 
dent and  CEO  of  Houston's  Cooper  In- 
dustries, didn't  get  where  he  is  by  acci- 
dent. Cizik  is  a  man  who  always  presses 
an  advantage.  So  Forbes  wanted  to  do  an 
article  on  his  company.  He  coolly  ap- 
praised Editor  [im  Michaels  and  South- 
west Bureau  Manager  Jim  Flanigan  over 
lunch  at  Houston's  Coronado  Club  and 
then  put  it  to  us  bluntly:  "I  want  a  cover 
story.  None  of  these  one-pagers  if  I'm 
going  to  make  the  commitment  of  time 
your  articles  take."  Michaels  took  a  deep 
breath  and  went  into  his  explanation: 
Company  stories  rarely  make  cover  sto- 
ries at  Forbes.  This  year  so  far  only  three 
of  them  have — General  Motors,  De  Beers 
and,  in  this  issue,  Teledyne.  We  pride 
ourselves  on  our  ability  to  give  a  clear,  to- 
the-point  evaluation  of  a  major  com- 
pany's progress,  or  lack  thereof,  in  1,000 
words  or  less. 

Which  is  one  reason  our  coverage  of 
the  corporate  world  is  broader  and  deeper 
than  that  of  any  other  publication.  To 
make  a  cover  story,  something  truly  ex- 
traordinary must  be  happening.  GM  was 
going  global;  De  Beers  was  at  the  heart  of 
the  great  bull  market  in  diamonds;  and 
Teledyne  has  quietly  written  one  of  the 
great  corporate  success  stories  of  recent 
history. 

In  the  case  of  Teledyne,  we've  given  it 
extra  length  even  for  a  cover  story  (six 
pages  in  all).  What  its  boss,  Henry  Single- 
ton, has  done  is  unique  and  we  feel  our 
business  readers  would  want  to  know  in 
some  detail  how  he  did  it.  We  suspect 
that  Henry  Singleton  will  be  emulated 
and  studied  in  business  schools  in  years 
to  come. 

Here's  how  the  Teledyne  cover  came 
about:  Senior  Editor  Robert  J.  Flaherty, 
on  a  trip  to  the  West  Coast,  interviewed 

Political  notes 

Nobody  likes  inflation,  but  anyone  who 
lived  through  the  Great  Depression 
knows  there  are  worse  things  than  rising 
prices.  And  a  shortage  of  oil  is  not  so 
distressing  as  a  shortage  of  jobs  and  food 
and  money.  We  are  perplexed  by  the 
gloom  that  most  people  express  over  the 
current  state  of  our  economy — a  nation 
complaining  all  the  way  to  the  bank. 
Jerry  Flint,  our  perceptive  Washington 
bureau  manager,  thought  a  case  could 
be  made  that  President  Jimmy  Carter's 
economic  policies  weren't  the  disaster 
that  many  people  take  them  to  be.  To 
Flint's  surprise,  even  Carterites  seemed 
gloomy  and  demoralized.  Undiscour- 
aged,  Flint  makes  their  case  for  them 


Marching  to  his  own  drummer. 


Singleton;  it  was  Flaherty's  fifth  inter- 1 
view  with  this  strong-minded  man.  Backl 
in  New  York  he  described  the  interviewl 
to  a  fascinated  Editor  Michaels.  The  cov-l 
er  story  that  had  been  scheduled  was 
postponed  and  Teledyne  substituted;  it 
starts  on  page  45.  We  think  it  will  be  a 
classic. 

Cooper  Industries?  Although  Bob  Ciz- 
ik isn't  quite  the  original  Henry  Single- 
ton is,  he's  done  a  remarkable  job 
transforming  a  smallish,  old-line  ma- 
chinery company  into  a  diversified  cap- 
ital goods  company  that's  really  going 
places.  That  article  starts  on  page  100. 
No,  we  didn't  do  it  in  one  page.  It  runs 
a  shade  over  two. 


in  The  Economy  (see  p  137). 

Politics  and  economics  are  the  mam 
elements  in  another  story  in  this  issue 
Associate  Editor  Paul  Sturm's  account 
of  troubles  at  Southern  Co.  (see  p.  39) 

"Today's  southern  populists  aren't 
the  suspender-snapping,  cigar-chomping 
characters  they  once  were,  but  they  can 
still  be  bad  news  for  business,"  Sturm 
reported  after  a  swing  through  Atlanta 
and  Montgomery.  For  his  story  he  in- 
terviewed two  prominent  young  utility 
regulators.  Both,  Sturm  says,  speak  soft- 
ly, wear  white  shirts  and  pin-striped 
suits — but  listen  to  them  talk  about  the 
utility  companies  and  you  can  hear  the 
voice  of  Huey  Long  echoing  down  the 
corridors  of  history. 
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Hard,  timely  information 
you  can  use  today,  planning  for 
better  business  tomorrow. 


Presenting  the  latest  edition  of  the 
Guild  books,  a  series  of 
illuminating  case  studies  that 
illustrate  important  facts  in  planning 
professional  or  business 
partnership  buy-outs  and  stock 
purchase  agreements  for  close 
corporations. 

In  a  condse, 
readable  style,  the  author 
of  these  well-known  and 
widely  used  books  offers 
significant  up-to-date 
information  on  helping 
yourself  or  your  dients 
build  a  healthy  and  stable 
business  future. 

If  you  are  involved  in  or 
are  advising  a  member  of  a 
close  corporation,  business 
or  professional  partnership, 
(whether  or  not  yet  formed) 
these  books  can  help  you 
significantly  improve  the 
chances  for  success. 

Stock-Purchase  Agreements  and 
the  Close  Corporation 

•  The  Need  for  Careful  Planning 

•  Stock  Retirement  or  Cross 
Purchase:  Which  Plan? 

•  Using  a  Trustee 

•  The  Problem  of  Valuation 

•  Tax  Considerations 

•  Spedmen  Agreements 


I 
I 
I 
I 

I 


Please  send  me  a  free  copy  of 

□  Stock  Purchase  Agreements  and 
The  Close  Corporation 

□  Business- Partnership 
Purchase  Agreements 

□  Professional- Partnership 
Purchase  Plan 


I 

New  York.  New  York  1 00 1  / 


Irwin  Smiley,  C.L.U.,  General  Agent 
Smiley-Worth  Associates,  Inc. 

National  Life  Insurance  Company 
380  Lexington  Avenue 
New  York.  New  York  1 00 1  7 


Business-Partnership  Purchase 
Agreements 

•  The  Business  Partnership  Defined 

•  The  Plans:  Equity  Purchase  or 
Cross  Purchase? 

•  Adhering  to  Classic 
Arrangement 

/  •  Tax  Considerations,  Good 
Will,  Funding  Insurance 

•  Spedmen  Agreements 

Professional-Partnership 
Purchase  Plans 

•  The  Nature  of  a  Professional 
Partnership 
•  The  Various  Purchase  Plans:  Pros 
and  Cons 

•  Valuation  and  Tax  Considerations 

•  How  to  Set  Up  a  Plan 

•  Putting  a  Price  Tag  on  the 
Interest  of  Each  Partner 

•  The  Role  of  Estate  Taxes 

Any  one  of  these  books  is 
yours  free  for  the  asking.  For  your 
copy,  simply  complete  the  coupon 
and  send  it  with  your  business 
card  attached. 


The  quality  of  Life. 


National  Life 


of  Vermont 


National  Life  Insurance  Company    Home  Office:  Montpelier.  Vermont  05602 
LIFE  INSURANCE.  BUSINESS  INSURANCE.  DISABILITY  INSURANCE.  PENSION  AND  PROFIT-SHARING  PLANS. 
THROUGH  OUR  AFFILIATE.  EQUITY  SERVICES.  INC.  -  MUTUAL  FUNDS.  VARIABLE  ANNUITIES. 




Trends 


The  money  game 

A  phenomenon  intriguing  money  men  is 
the  way  gold  and  the  U.S.  dollar  have 
been  surging  in  unison,  contrary  to  the 
established  pattern  of  recent  years,  when 
a  falling  dollar  meant  a  rise  in  gold  and 
vice  versa.  Last  week,  for  instance,  gold 
sold  at  $280  an  ounce  [vs.  $194  last  fall) 
while  the  dollar  hung  in  strongly  against 
rival  currencies,  standing  at  220  Japanese 
yen  and  1.90  deutsche  marks  [vs.  177  yen 
and  1.72  marks  last  year).  What  has 
changed  things?  Different  folks  have  dif- 
ferent strokes,  of  course,  but  the  consen- 
sus is  that  while  gold  and  the  dollar  share 
some  common  influences — energy  and 
inflation,  to  name  two — their  present 
parallel  strengths  spring  from  disparate 
forces.  The  gold  market,  always  thin,  is 
even  more  so  today,  when  such  big  sup- 
pliers as  the  Russians,  the  U.S.  Treasury 
and  the  International  Monetary  Fund 
have  stopped  selling,  at  least  for  the  mo- 
ment. Maurits  Edersheim,  deputy  chair- 
man of  Drexel  Burnham  Lambert,  hears 
it  might  be  "the  Arabs"  who  are  in  there 
buying.  Washington  economist  Edward 
M.  Bernstein  says  it's  not  Arab  goldbugs 
but  mainly  American  speculators,  be- 
cause for  them  gold  is  "the  only  game  in 
town."  (Bernstein  gets  support  from 
Sheikh  Abdel  Aziz  Al  Quraishi,  governor 
of  the  Saudi  Arabia  Monetary  Fund,  who 
says  flatly,  "I  don't  buy  gold.") 

The  dollar's  strength  springs  from  oth- 
er directions,  but  folks  differ  on  just  what 
they  are.  There  is  the  underlying  realiza- 
tion that  gas  lines  or  no,  the  U.S.  pumps 
half  of  its  own  oil  while  Japan  and  Ger- 
many are  totally  dependent  on  imports. 
Oil  buyers  must  have  dollars  to  pay  for 
their  fuel,  so  the  dollar  gets  another 
boost.  At  the  same  time,  some  note 
Washington  is  selling  off  the  foreign  cur- 
rencies— which  strengthens  the  dollar — 
bought  last  fall  during  the  U.S.  Treasury's 
rescue  mission.  "The  dollar  is  holding 
up,"  Bernstein  says,  "because  specula- 
tion against  it  in  1977  and  1978  created  a 
short  position  of  $50  billion  or  more  and 
that  is  being  covered  now."  Then  a  new 
factor  is  the  report  of  a  lowered  Soviet 
harvest,  maybe  45  million  tons  less  than 
last  year's.  Moscow  could  be  back  in  the 
U.S.  grain  market.  For  that  it  will  need 
dollars — and  gold. 


Selling,  Japan  style 

The  organ  tones  and  hypnotic  eye  of 
actor  Orson  Welles,  potent  TV  sales  tools 
in  the  U.S.,  have  left  Japanese  viewers 
unmoved.  Welles  had  filled  Japanese 
screens  with  a  pitch  for  a  local  whiskey 
but  his  endorsement  ("Perfect!")  fell  flat. 
The  fault  was  not  Welles'  (celebrities  are 


Citizen  Welles 


Too  "brazen" for  Japanese  audiences. 

standard  ad  fare  in  Japan)  but  his  produc- 
ers'. The  proper  approach  in  Japan,  it 
seems,  is  to  display  the  great  name  and 
then  the  product — separately.  Orson's 
glass-in-hand  pitch  struck  Japanese  audi- 
ences as  "brazen."  That  is  just  one  par- 
able for  Westerners  contained  in  a  new 
book  about  marketing  in  Japan  written 
by  Japan's  largest  advertising  agency, 
Dentsu  Inc. 


On  the  move 

How  effective  are  those  much-touted  tax 
breaks  in  luring  industry  from,  say,  the 
North  to  the  more  salubrious  Sunbelt? 
Not  very,  according  to  a  new  study  by 
the  Advisory  Commission  on  Intergov- 
ernmental Relations  (ACIR).  For  open- 
ers, the  report  says  "the  number  of  inter- 
state moves  of  major  manufacturing  es- 
tablishments is  so  small  as  to  call  into 
question  whether  tax  and  fiscal  incen- 
tives have  had  any  important  effect." 
From  1969  to  1976,  it  notes,  only  554  of 
140,000  U.S.  plants  moved  from  one  re- 
gion to  another.  The  Southeast  and 
Southwest  got  230  plants  while  losing 
54;  the  East  and  Midwest  got  210  plants 
while  losing  411.  Tax  breaks  were  not 
rated  a  major  factor  in  deciding  to  move 
but  may  have  provided  a  "financial 
windfall"  for  companies  that  were  plan- 
ning to  move  anyway,  the  ACIR  con- 
cludes. For  most  industries,  the  report 
adds,  labor  costs  ranked  ahead  of  taxes  in 
picking  a  spot  to  relocate.  (The  ACIR  is  a 
government-financed  organization  of 
private  citizens,  and  federal,  state,  coun- 
ty and  municipal  officials.) 


Edited  By  John  A.  Conway 


People's  television 

The  top  item  on  the  Chinese  consumer's 
shopping  list  is  a  television  set,  prefer- 
ably in  color.  The  viewing  fare  is  a  lean 
three  or  four  hours  of  broadcasting  eight 
or  nine  times  a  week,  but  the  audiences 
are  avid.  Despite  high  prices  (a  small, 
Chinese-made  black-and-white  set  costs 
about  $250),  demand  is  so  great  that  a 
ration  coupon  is  needed  to  buy  one.  Pek- 
ing's leaders  are  helping  out  (and  aiding 
the  government's  treasury  at  the  same 
time)  by  allowing  and  in  fact  encouraging 
overseas  Chinese  to  bring  in  TV  sets  as 
gifts  for  relatives.  Travelers  can  buy  such 
scarce  items  on  the  Hong  Kong  side  of 
the  border,  take  the  train  to  Canton  and 
pick  up  their  prepaid — and  pretaxed — 
presents  in  China.  And  the  Canton 
Friendship  Store,  where  only  foreigners 
and  overseas  Chinese  can  shop,  is  loaded 
with  Japanese  sets  already  wired  to  take 
local  voltages,  with  an  18-inch  color  set 
going  for  $466  and  a  12-inch  black-and- 
white  for  $120.  All  purchases,  however, 
must  be  in  Hong  Kong  dollars,  thus  let- 
ting Peking  meet  at  least  some  of  its 
public's  cravings  without  losing  any  of 
China's  scarce  foreign  exchange. 


Roadhogs 

Traveling  salesmen,  who  used  their  lob- 
bying clout  with  Congress  to  help  defeat 
President  Carter's  proposal  for  standby 
gasoline  rationing  powers,  now  have  a 
plan  of  their  own.  It  should  make  any 
vote-conscious  congressman  blanch. 
The  drummers  would  allot  to  them- 
selves and  other  commercial  drivers  as 
much  gas  as  they  now  use;  everyone 
else  would  get  about  half  their  present 
fuel.  They  would  also  bar  licenses  to 
everyone  under  19  except  for  farming 
and  commercial  purposes.  Finally,  they 
want  special  rush-hour  traffic  lanes  for 
buses  and  cars  with  four  or  more  riders. 
The  roadmen's  voice  on  Capitol  Hill  is 
the  20,000-member  Bureau  of  Sales- 
men's National  Associations. 


From  one  who  was  there 

Mandatory  wage  and  price  controls  are  a 
form  of  "self-deception"  that  lets  the 
government  "fool  itself"  about  the  econ- 
omy, says  Marina  Whitman,  who  helped 
administer  such  curbs  as  a  White  House 
economist  during  the  Nixon  years.  To- 
day, says  Whitman,  who  takes  over  next 
month  as  General  Motors'  chief  econo- 
mist after  a  teaching  stint  at  the  Univer- 
sity of  Pittsburgh,  she  would  not  endorse 
mandatory  controls.  The  restraints  she 
worked  with,  she  thinks,  led  to  overly 
expansive  fiscal  and  monetary  policies. 
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Now JAL  offers  full-fare  passengers 
special  privileges  Before, 
during  and  after  the  flight. 

JAL  feels  that  the  full -fare  passenger  deserves  or  Japan  Air  Lines  for  further  details.  And  find 

better  than  just  a  couple  of  free  in-flight  out  what  it  is  like  to  be  pampered  Japanese 

gestures.  That's  why  JAL's  Executive  Service  style,  all  the  way.  i/^-^Y 
starts  working  for  you  the  minute  you  book.  We  never  forget  Wl7  m  mu?5j 

Ask  your  Travel  Agent,  Corporate  Travel  Dept.  ^JT?.0^  T^lt  WfttfW 


UAPAN  AIR  LINES 


Bilingual  business  cards,  English  on 
one  side,  Chinese  or  Japanese  on  the 
other,  at  a  nominal  fee. 


Special  Executive  check-in  at  selected 
airports. 


True  Japanese  hospitality  in  the 
Executive  Service  section. 


Free  earphones— for  in-flight 
entertainment. 


Free  alcoholic  beverages— cheers! 


1st  Class  offers  the  Sky  Sleeper  Service, 
a  private  bed  at  an  additional  charge, 
on  all  747  Transpacific  flights. 


JAL's  Executive  Hotel  Service  offers  a 
room  at  a  special  rate  and  allows 
check-out  as  late  as  6  p.m. 


At  hotels  all  over  the  Orient,  JAL's 
Hospitality  Desks  give  any  assistance 
you  may  need. 


The  Executive  Service  Lounge  in  the 
Imperial  Hotel, Tokyo,  "your  office 
away  from  the  office." 


Executive  Service 


ONLY  *5% 

OF  YOUR  NET  INCOME 


Computed  by  estimat'ng  effect 
of  exemptions  are;  subsidies 


United  States 

Virgin  Islands 


OFFERS  A  TOTAL  TAX  PACKAGE. 


Benefits  include  subsidies  or  exemption  of  income,  real  properly,  gross  receipts,  and  excise 
taxes  as  well  as  customs  duties.  AND  the  Federal  Government  grants  duty  free  entry  into  the 
United  States  even  if  your  product  contains  an  allowable  percentage  of  foreign  materials  and 
components 


DO  YOU  QUALIFY? 


write 


VIRGIN  ISLANDS 

INDUSTRIAL  DEVELOPMENT 
COMMISSION 

MORRIS  MOSES— DIRECTOR 
P.O.  Box  1692       FB-9-2  SI.  Thomas 

UNITED  STATES  VIRGIN  ISLANDS  00801 

Phone  809/774-1417  Telex  DEPTCOM  J470063 


MAPCO  IS 
PEOPLE,  BUT... 


Not  just  ordinary  people.  Hard  workers, 
each  of  whom  will  produce  about 
$180,000  in  MAPCO  sales  and  revenues 
this  year.  They  work  at  extracting 
MAPCO's  reserves  of  oil,  coal  and  natural 
gas  to  help  fuel  our  nation's  energy  re- 
quirements. They  man  the  nation's 
longest  LP-gas  pipeline  and  the  world's 
first  common  carrier  anhydrous  am- 
monia pipeline.  They  serve  customers  in 
retail  Thermogas  stores  in  11  states  with 
appliances,  LPG  and  liquid  fertilizer. 
They  also  produce  and  market  sonic  in- 
strumentation devices.  Unusual  people? 

For  a  closer  look  at  what  they've  done 
for  MAPCO's  diversification  and  profit- 
able growth,  write  for  our  current  report. 

Dept.  P,  1800  S.  Baltimore  Ave. 
Tulsa.  Oklahoma  74119 
SYMBOL  MDA  •  NYSE 
MWSE  •  PSE 


Trends 


The  Nixon  actions,  in  her  judgment,  did 
not  reduce  inflationary  pressures  and 
may  have  even  intensified  them.  She 
also  notes  that  while  Richard  Nixon  had 
the  authority  to  impose  his  controls, 
Jimmy  Carter  does  not.  Nor  does  she 
think  the  country  would  "sit  still"  for  a 
full-blown  debate  on  the  subject.  For  one 
thing,  she  points  out,  if  that  happened, 
employers  and  unions  would  hike  prices 
and  wages  to  beat  the  clampdown. 


Par  East  inflation 

This  could  be  the  year  of  the  crunch  for 
East  Asian  countries  that  so  far  have 
managed  to  keep  their  inflation  within 
bounds.  The  concern  is  particularly 
strong  in  places  like  Hong  Kong,  Indone- 
sia and  Korea,  according  to  a  study  by 
the  Chemical  Bank,  because  a  wage  spi- 
ral could  destroy  their  edge  in  the  rough- 
and-tumble  export  market.  Rising  oil 
prices  hurt,  too,  even  in  Indonesia,  an 
oil  producer.  The  reason:  Jakarta  is  try- 
ing to  keep  its  at-home  prices  in  line 
with  world  rates.  Thus  each  internation- 
al increase  fires  inflation  at  home. 


Oil  on  the  farm 

To  help  its  farmers  ride  out  the  energy 
crisis,  the  3  million-member  American 
Farm  Bureau  Federation  is  trying  to  do  a 
deal  with  the  Libyan  government  of  the 
fanatically  anti-American  Muammar 
Qaddafi.  It  claims  it  is  well  along  in  dis- 
cussing a  deal  with  Libya  that  would 
involve  sales  of  U.S.  grain  to  that  North 
African  country  and  purchase  of  Saharan 
oil.  "This  is  not  a  bushel  of  wheat  for  a 
barrel  of  oil,"  says  Allan  Grant,  president 
of  the  family-farm  group.  "We  are  talking 
about  the  direct  purchase  of  oil  for  farm 
needs  and  about  selling  high-quality 
grains  at  market  prices."  The  dialog 
started  with  a  Libyan  purchase  of  1.5 
billion  bushels  of  Idaho  wheat  a  few 
years  ago  and  the  federation  sent  a  dele- 
gation to  Tripoli  in  early  May  to  thresh 
out  this  deal.  The  federation,  which 
owns  and  operates  refineries  through  its 
affiliates,  sees  the  Libyan  contact  as  a 
way  to  bypass  the  big  oil  combines  and 
supply  fuel,  directly  to  its  family-farm 
members.  Nor  is  this  to  be  any  barnyard- 
size  operation.  The  federation  is  discuss- 
ing buying  from  200,000  to  500,000  bar- 
rels a  day  of  Libyan  crude.  Does  it  bother 
this  very  conservative  farm  group  to  deal 
with  a  self-proclaimed  enemy  of  the  U.S. 
who  boasts  of  financing  terrorism?  Yes  it 
does,  but,  Grant  says,  "because  of  the 
incentives  of  our  free-enterprise  system, 
U.S.  farmers  and  ranchers  are  better  able 
to  meet  the  consumer's  needs.  This  is  a 
secret  we  are  proud  to  share."  ■ 
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Now  that  the  SEC  wants  you 
to  report  on  your  internal 
accounting  controls, will  you 

be  ready? 


Under  rules  the  SEC  just  proposed, 
you'll  soon  have  to  start  reporting  on  your 
internal  accounting  controls. 

Well,  to  help  you  get  ready  to  report 
(and  feel  more  comfortable  about  your 
supporting  documentation),  we've  devel- 
oped a  unique  set  of  materials. 

This  set— called,  appropriately  enough, 
"Control  SET"- includes  a  questionnaire, 
evaluation  forms  and  decision  tables  that 
can  be  used  by  any  business. 

It  takes  you  through  a  logical  series  of 
steps  to  make  sure  that  all  your  bases  are 
covered.  Covered  adequately  but  not 
excessively. 

In  the  decision  tables,  it  focuses  on 


"segregation  of  duties"— a  complex  prob- 
lem that's  often  dealt  with  superficially 

When  you've  gone  through  our  ap- 
proach, you'll  either  feel  comfortable  with 
your  controls. 

Or  you'll  know  the  areas  that  need  work- 
ing on. 

Then  you  can  make  whatever  improve- 
ments are  called  for,  before  your  first 
report. 

While  it's  particularly  timely  now,  our 
"Control  SET"  is  actually  the  outgrowth  of 
techniques  we've  been  using  since  the 
mid-60's— refined  and  adapted  for  man- 
agement use  today. 

It's  all  a  good  illustration  of  what  hap- 
pens in  an  accounting  firm  that  doesn't 
stop  at  the  bottom  line. 
For  a  copy  of  our  booklet  on  "Control 

SET,"  call  our  local 
office.  Or  write: 
Deloitte  Haskins  &  Sells, 
1114  Avenue  of  the 
Americas,  New  York, 
New  York  10036. 


Deloitte 
Haskins  Sells 

Beyond  the  bottom  line  " 
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USING  OUR 


Rg>f^ray 


AND 
YOUR  MEN 


Randustrial®  products  are  engineered  to 
be  used  by  in-plant  maintenance  people 
for  economy.  YOURS!  Request  our  new 
64  page  Randustrial®  Maintenance 
Catalog  for  details  on  roofing,  flooring, 
and  general  maintenance  products.  Send 
information  on  how-to-spray  our  roof  the 
Randustrial  ®way. 

Name,  Title  

Company  

Address  


City,  State,  Zip. 
Telephone. 


(area  code)  (number) 


Randustrial ,  Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave.,  Cleveland,  Ohio  441  20  | 
Phone  (216)  283-0300J 


CHANGE  OF  ADDRESS 

It  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $24.00  □  3  years 
$48.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N  Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print  > 


New  Address: 


City 


State 


Zip 


Date  of  Address  Change 


Star  trek 

"Another  monstrous  monument  to  cor- 
porate ego"  was  Forbes'  dismissal  six 
years  ago  (Oct.  1,  1973)  of  Century  City, 
Alcoa's  180-acre  hotel-shopping  center- 
office  complex  in  Los  Angeles.  With 
25%  of  its  3.8  million  square  feet  of 
offices  vacant  (and  2  million  more  under 
construction),  the  huge  development  on 
the  old  20th  Century-Fox  back  lot  had 
been  tabbed  "Century  Silly."  The  project 
had  gone  through  1 1  presidents  in  as 
many  years.  Its  tenant  list,  despite  some 
big  industry  names,  was  filled  with  an 
assortment  of  go-go  fund  managers,  tax- 
shelter  hustlers  and  other  flamboyants 
who  went  in  for  such  touches  as  carpeted 
parking  stalls  and  fountains  in  their  re- 
ception rooms.  One  skyscraper,  1900 
Avenue  of  the  Stars,  had  attracted  so 
many  oddballs  that  it  was  known  as  the 
"Kellogg  Building"  because,  the  joke  ran, 
it  was  full  of  flakes.  It  was  also  home  to 
Equity  Funding,  which  collapsed  amid 
the  wreckage  of  a  $2  billion  phoney  in- 
surance fraud. 

The  last  laugh,  it  turns  out,  is  on 
Forbes.  Today,  most  Century  City  build- 
ings have  a  less-than-1%  vacancy  rate 
and  the  entire  complex  is  about  4%  emp- 


Centwy  City,  Los  Aftge/es 
Who's  silly  now? 


ty.  Rents  have  more  than  doubled,  from 
$7.20  a  square  foot  to  $15.60.  The  elev- 
enth president  proved  to  be  the  most 
durable,  lasting  until  April  of  this  year. 
(He  resigned  and  a  replacement  hunt  is 
under  way.)  Alcoa  says  its  Century  City 
subsidiary  is  in  the  black  and  still  owns 
three  buildings,  the  shopping  mall  and  48 
acres  of  vacant  land.  And  the  "Kellogg 
Building" — 1900  Avenue  of  the  Stars — is 
now  home  base  for  Forbes'  West  Coast 
and  Pacific  bureau,  which  is  comfortably 
ensconced  in  offices  vacated  by  Equity 
Funding. 

The  boys  overseas 

From  castles  in  Spain,  prefabs  in  the  Arc- 
tic and  sand-blown  barracks  in  the  Mid- 
dle East,  overseas  Americans  are  scream- 
ing "Foul!"  over  the  way  the  Internal 
Revenue  Service  is  interpreting  Con- 
gress' new  rules  for  away-from-home 
taxpayers.  A  year  and  a  half  ago,  they 
were  looking  to  Congress  for  help  in  cop- 
ing with  what  Forbes  (Feb.  6,  1978) 
called  "horrendous  boosts  in  their  in- 
come taxes."  Congress  responded  with 
the  Foreign  Earned  Income  Act  of  1978, 
which  was  designed  to  ease  the  load  im- 
posed by  an  earlier,  1976,  law.  Before 
that  was  passed,  Americans  working 
abroad  rarely  paid  more  than  trifling 
sums  in  income  taxes.  American  levies 
were  forgiven,  local  ones  ignored. 

The  1978  law  addressed  itself  to  the 
extra  burdens  Americans  face  in  trying 
to  maintain  some  semblance  of  a  U.S. 
standard  of  living  in  industrial  outposts. 
It  decreed,  for  example,  that  those  in 
"hardship  camps"  would  be  allowed  to 
exclude  $20,000  of  their  income  for  tax 
purposes.  In  May  of  this  year  the  IRS 
finally  put  out  its  regulations  for  the  law 
and  the  battle  began  anew. 

First  into  the  lists  was  the  National 
Constructors  Association,  whose  mem- 
bers have  been  losing  billions  in  overseas 
contracts  to  foreign  competitors  and 
who  cite  the  high  cost  of  sending  Ameri- 
cans overseas  as  a  prime  cause.  The  loss 
of  business  can't  be  disputed.  Between 
1975  and  1978,  for  example,  Mideast 
contracts  were  let  for  $86  billion  worth 
of  construction.  Asians  got  27%  of  it; 
Western  Europeans  won  51%;  the  U.S. 
came  away  with  10%. 

Expatriate  partisans  blame  these  huge 
losses  on  the  U.S.  policy  of  taxing  its 
citizens  overseas,  something  no  other 
major  industrial  nation  does.  One  Ge- 
neva-based research  firm  postulates  an 
imaginary  American  abroad  who  might 
get  a  salary  of  $150,000  but  could  cost  a 
generous  employer  a  total  of  $434,510, 
if  living  allowances,  reimbursement  for 
additional  taxes  and  a  string  of  other 
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GM's  1980  X-Cars  include  Chevrolet  Citation  labovel,  Oldsmobile  Omega,  Buick  Skylark  and  Pontiac  Phoenix 


^  Allstate 
lowers  insurance  rates  for 

new  GM  X^Cars. 

Designed  with  repairability  in  mind, 
Allstate  believes  they  will  cost  less  to  fix  and  less  to  insure* 

Unmentioned  in  the  outpouring 
of  publicity  that  has  greeted  GM's 
new,  small,  front-wheel  drive  X-Cars 
is  a  plus  that  promises  far-reaching 
benefits. 

True,  these  new  models  have 
been  designed  smaller  and  lighter 
in  weight,  primarily  to  save  gasoline. 
But  the  X-Cars  are  different  in 
another  way.  They  contain  features 
that  were  specifically  incorporated 
into  the  design  to  make  them  easier 
and  cheaper  to  repair. 

Pricing  breakthrough  based  on 
repairability  of  new  designs. 

In  the  X-Cars,  body  damage  is 
easier  to  get  at  and  far  less  costly  to 
fix.  Inevitably,  less  costly  repairs 
mean  that  the  insurance  to  pay  for 
them  can  also  cost  less. 

Since  claims  on  the  X-Cars 
should  cost  less  than  on  cars 
without  these  design  features, 
Allstate  has  reduced  Collision 
and  Comprehensive  rates  on  this 
new  GM  series,  under  Allstate's 
Make  and  Model  Experience 
Rating  Program* 

Premiums  for  Allstate 
policyholders  who  purchase  the 
1980  X-Cars  (Chevrolet  Citation, 
Oldsmobile  Omega,  Buick  Skylark 
and  Pontiac  Phoenix)  are  now 
reduced  approximately  15  percent 
for  Collision  coverages  and 
approximately  35  percent  for 
Comprehensive  coverages. 

Rating  by  Make  and  Model. 

This  is  the  latest  example 
of  Allstate's  "Make  and  Model 
Rating,"  based  on  total  claims  costs, 
which  include  factoring  every  car's 
damageability,  together  with  its 
repair  cost  and  theft  prevention 
features,  into  its  insurance  premium. 

Under  this  program,  results 
are  reviewed  periodically  for 
rate  determination.  We  believe, 
as  experience  develops,  it  will 


support  our  judgment  and 
permit  continuation  of  these 
rate  reductions. 

In  the  past,  Allstate  has 
made  similar  price  cuts  when 
manufacturers  have  considered  the 
overall  costs  of  car  ownership — 
particularly  insurance  costs — in 
planning  car  design.  For  example, 
we  have  pioneered  reduced  rates  for 
cars  equipped  with  air  bags  and 
damage-resistent  bumpers. 


Allstate's  crash  lab  works 
with  GM  engineers. 

Tech-Cor,  the  country's  leading 
auto  repair  research  center,  was 
founded  by  Allstate  in  1976.  The 
staff  at  Tech-Cor  is  making  a 
systematic  study  of  the  science  of 
auto  repair  in  an  effort  to  find  out 
how  to  lower  crash  repair  costs 
and  thus  make  insurance  more 
affordable. 


Tech-Cor  shared  its 
accumulation  of  research  on  auto 
damage  and  repairability  with  the 
auto  makers,  including  the  General 
Motors  designers  working  on  the 
X-Car. 

Tech-Cor  personnel,  along  with 
key  members  of  the  Automotive 
Service  Council  and  members  of 
the  Equipment  and  Tool  Institute, 
worked  with  General  Motors  on 
repairability  features  for  over  a  year. 

Our  goal,  and  theirs,  was  to 
incorporate  new  features  which 
would  ultimately  make  the  car 
cheaper  to  own  by  making  it 
cheaper  to  repair. 

Inter-industry  alliance 
pays  off  for  consumer. 

Allstate  is  not  in  the  auto 
repair  business.  Our  goal  is  to 
provide  insurance  at  an  affordable 
price.  Since  this  goal  is  greatly 
dependent  on  the  cost  of  repairing 
autos,  we  felt  that  the  consumer 
would  ultimately  benefit  by  our  two 
industries  working  together  and  by 
our  sharing  the  information  we  had 
developed. 

It  is  our  hope  that  the 
relationship  we  developed  with 
General  Motors  can  be  extended  to 
the  other  manufacturers  and  to 
include  design  for  occupant  safety. 
Ultimately,  our  working  together 
on  problems  like  this  will  mean 
financial  savings  to  drivers  we 
both  serve. 


•Allstate's  Make  and  Mode]  Experience 
Rating  Program  is  in  effect  in  every  state 
except  Kans  .  Mass  .  Okie  .  N  J  .  N.C..  S  C  . 
and  Texas.  The  X-Car  rate  is  in  effector  is 
filed  in  all  remaining  states. 


/instate 


Working  to  hold  your  insurance  costs  down. 


Allstate  Insurance  Companies,  Northbrook.  II 


"Cofltl  CoMtiOPm&s  ? 


Keep  Up  with . 


Cohn  Commodities,  Inc. 

39  Church  Street,  New  Haven,  Connecticut  06510 
(203)  789-0060  Toll  Free  l-(800)-243-6993 


LARGE  POTENTIAL 

CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


The  United  States  Department  of  the 
Interior  (Bureau  of  Land  Manage- 
ment) holds  non-competitive  public 
drawings  each  month  to  afford  all 
citizens  over  the  age  of  21  years  an 
equal  opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by  the 
Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  a  sum  exceeding 
$75,000.00  immediately,  plus  an 
overriding  royalty  for  possible  future 
income. 


For  further  information  on  how  you  can 
intelligently  participate  in  the  government 
sponsored  program,  contact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 
Roswell,  New  Mexico  88201 
Toll  Free  Number  800-545-7955 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  154-155 
of  this  issue  for 

CLASSIFIED 


Followlhrough 


payments  and  perks  were  added  in. 

The  1978  tax  act  aimed  at  easing  this 
burden  by  providing  special  allowances 
for  extra  living  costs,  education  of  chil- 
dren and  the  like.  The  proposed  IRS  im- 
plementation of  the  mandate,  however, 
"perverts"  the  whole  will  of  Congress, 
according  to  Robert  Gants,  vice  presi- 
dent of  the  National  Constructors  Asso- 
ciation. Focus  of  the  NCA's  wrath  is  the 
tax  collectors'  proposed  definition  of  a 
"hardship  camp,"  which  entitles  the  tax- 
payer to  a  $20,000  exclusion  from  over- 
seas income.  "If  you're  within  an  hour's 
commute  of  a  village  of  2,500,"  says  the 
president  of  one  major  engineering  and 
construction  firm,  "your  post  will  not 
qualify.  Most  of  our  people  are  assigned 
to  parts  of  the  world  where  villages  of 
even  10,000  are,  more  often  than  not,  to 
be  avoided  at  all  costs." 

The  hard  hats  plan  a  tough  fight.  They 
not  only  have  revived  their  ad  hoc  "U.S. 
&  Overseas  Tax  Fairness  Committee," 
which  lobbied  to  change  the  1976  law, 
but  are  incorporating  it  and  making  it  a 
permanent  adjunct.  "Anger,"  Gants 
says,  "is  replacing  the  spirit  of  compro- 
mise and  understanding."  The  plan  is  to 
fight  the  proposed  IRS  rules  at  hearings 
that  the  service  will  hold  in  late  August 
and  the  odds  are  that  regardless  of  what 
transpires  at  those  sessions,  the  NCA's 
corps  of  lobbyists  will  again  be  working 
Capitol  Hill. 

No  one  can  say  for  sure  how  successful 
any  of  this  will  be.  The  chances  seem 
reasonable  that  the  expatriates  could  win 
concessions  from  the  IRS  rule-writers, 
which  would  ease  some  of  their  pain. 
Further  action  by  Congress,  however,  is 
remote.  Al  Ullman,  the  Oregon  Demo- 
crat who  chairs  the  tax-writing  House 
Ways  &  Means  Committee,  has  told  the 
expatriates  flatly  that  "the  Congress  has 
spoken"  and  it's  now  up  to  the  IRS.  A  top 
Ullman  aide  thinks  that  the  only  action 
Ways  &  Means  might  be  inclined  to  con- 
sider would  be  to  help  Americans  who 
were  driven  out  of  Iran  by  the  Ayatol- 
lah's  revolution  and  thus  could  lose  the 
residence  and  other  qualifications  they 
need  for  tax  relief. 

One  big  problem  the  expatriates  face  is 
that  the  root  of  American  tax  philosophy 
is  to  treat  everyone  alike;  special  privi- 
lege is  an  extremely  touchy  subject.  An- 
other, more  political  hangup  is  that  over- 
seas taxpayers — and  voters — are  roughly 
equal  in  numbers  to  those  filing  Form 
1040s  from  Alaska — who  must  ante  up  at 
the  same  rates  as  their  fellow  citizens  in 
the  Sunbelt.  That's  the  big  reason,  the 
constructors'  association  says,  "we're 
going  to  see  to  it  that  overseas  Ameri- 
cans have  a  much  stronger  voice  here  in 
Washington."  ■ 
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With  GUL's  Micro  Scan,  you 
can  own  a  high-technology 
radar  detector  for  only  $79. 

Your  radar  detector  should  do 
two  things  well:  give  you  as  much 
advance  warning  of  police  radar  as 
possible,  and  screen  out  false 
signals.  And  few  competitive  units 
are  able  to  perform  both  these 
functions  well.  However,  the  GUL 
G-73,  developed  by  B.E.L.  Labora- 
tories represents  a  breakthrough  in 
both  sensitivity  and  false  signal 
rejection  in  a  compact,  well- 
designed  case. 

Road  Superiority. 

The  10-year  researched  GUL 
has  been  tested  numerous  times 
against  such  units  as  the  Fuzzbuster 
'XK,  the  Whistler  XK  and  the  XK 
Snooper.  In  separate  tests  conducted 
by  the  Canadian  Tire  Corporation 
and  Motor  Consumer  Report,  the 
GUL  demonstrated  a  detection  dis- 
tance significantly  greater  on  both  X 
•  and  K  bands,  than  all  three  competi- 
tors. Its  nondirectional  elliptical  horn 
antenna  receives  these  signals  from 
front,  back,  and  sides,  and  is  even 
sensitive  enough  to  detect  the  new 
short  pulse  KR-11  radar.  Signals  of 
less  than  .01  millionths  of  a  volt 
(ranging  from  9.445-24.445  GHz) 
are  sufficient  to  trigger  the  alert 
signal  and  provide  valuable  warn- 
ings when  approaching  hills  and 
curves.  An  adjustable  gain  control 


A  good  driving  record  makes  for  lower  insurance 
rates  and  prevents  possible  loss  of  your  driver's  license. 
GUL  can  help  protect  yours.  It  may  even  pay  for  itself 
within  the  first  year  of  use,  depending  upon  your 
driving  habits. 

knob  lets  you  optimize  GUL's  sen- 
sitivity for  both  city  and  country 
conditions. 

Doesn't  Cry  "Wolf." 

The  GUL  takes  full  advantage  of 
modern  integrated  circuit  tech- 
nology to  provide  a  capability  of 
more  than  100  transistors.  Many 
competitive  units  try  to  get  by  with 


as  few  as  20  transistors  and  they  just 
don't  work  as  well.  GUL's  sophisti- 
cated circuitry  is  completely 
shielded  by  a  diecast  and  extruded 
aluminum  case.  This  not  only 
provides  a  better  wearing  case  than 
the  often  used  plastic  ones,  but  also 
protects  the  input  terminals  from 
stray  signals,  the  most  common 
cause  of  false  alarms.  In  addition, 
the  GUL  uses  an  internal  voltage 
regulator,  commutating  filter,  and 


synchronous  detector  to  reduce 
power  consumption  to  a  minimum 
and  provide  a  more  stable  gain 
setting — features  usually  found  only 
in  units  costing  twice  as  much. 

Two  Warnings  You  Can't  Miss. 

The  GUL  uses  a  double  warning 
system.  Both  a  tone  and  light  come 
on  in  the  presence  of  radar.  And 
both  remain  on  until  radar  is  gone. 
You're  never  lulled  into  a  false  sense 
of  security  by  a  tone  that  sounds 
once  and  then  goes  off.  And  you 
can  control  the  tone  with  a  front- 
mounted  on/off  switch. 

Quick  Installation. 

The  GUL  detector  is  one  of  the 
most  compact  units  available,  meas- 
uring only  4  "x3  "x41/2 ",  and  weigh- 
ing just  20  oz.  Its  aluminum  case  is 
finished  in  glare- free  matte  black 
and  comes  with  its  bracket  in  place. 
To  mount,  simply  take  the  adhesive 
Velcro  pad,  peel  off  the  back,  and 
adhere  it  to  the  top  of  your  dash- 
board. The  bottom  of  the  bracket 
has  a  matching  Velcro  foot  which 
anchors  your  unit  securely  on  top  of 
the  dash.  It  plugs  into  your  cigarette 
lighter.  That's  all  there  is  to  it.  The 
same  Velcro  mounting  also  allows 
for  easy  removal  in  seconds  to 
prevent  theft.  The  small  size  GUL 
will  fit  into  any  glove  compartment. 

Try  It  Yourself. 

Order  the  new  GUL  detector 
today.  Better  yet,  road  test  it  your- 
self. See  how  comforting  it  is  to 
observe  police  radar  when  it's  ob- 
serving you.  If  you  don't  find  it  to  be 
the  best  electronic  counter-intelli- 
gence you  can  have  for  $79,  simply 
mail  it  back.  Your  GUL  comes  with 
The  Sharper  Image  two-week  return 
privilege  and  a  manufacturer's 
1 20-day  warranty. 

ORDER  NOW  TOLL-FREE 

■■■■■■■■■■■■I 

Call  the  toll-free  ordering  number 
J  below  and  charge  it  to  your  credit  card, 
■  or  send  check  for  $79  plus  $2.50 
g  delivery  (add  $4.74  tax  in  CA). 

(800)  227-3436 

In  California  (800)  622-0733 

THE  SHARPER  IMAGE 

260  California  St.,  Dept.  GL— 027 
San  Francisco,  CA  94111 
(415)  788-4747 


©  1979  The  Sharper  Image 
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ANOTHER  RECORD  YEAR. 
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•Current  quarterly  rate  ol  $.35  annualized. 


Alco  Standard  Corporation  Financial  Summary 
SL\  Months  Ended  March  31  1979 


1978 


Revenues  $915,697,000 

Operating  income  before  taxes  $  41,654,000 

Net  operating  income  $  21,980,000 

Earnings  per  share  from  operations   $2.19 

Net  gain  from  sale  of  coal  properties  $  3,336,000 

Per  share   $  .33 

Total  net  income  $  25,316,000 

Earnings  per  share   $2.52 

Dividends  Per  Share   $  .70 


$705,006,000 
$  33,749,000 
$  17,849,000 

$1.66 
$  6,310,000 

S  .59 
$  24,159,000 

$2.25 

$  .58 


Results  for  Alco  Standard's  first  half  and  second  quarter 
ended  March  31,  1979  were  the  best  of  all  comparable  periods 
in  the  company's  history.  Continued  strong  growth 
from  operations  carried  through  the  latest  quarter 
and  was  reflected  in  both  revenues  and  earnings. 

Six  month  revenues  of  $916  million  were  up  30% 
over  fiscal  1978  s  first  half.  Net  operating  income 
was  up  23%  while  earnings  per  share  from  operations 
rose  32%  for  the  same  period. 

Second  quarter  revenues  of  $479  million  rose  32% 
from  a  year  ago,  while  net  operating  income  and 
earnings  per  share  from  operations  improved  23% 
and  33%,  respectiv  ely.  These  first  half  and  second 
quarter  results  exclude  non-operating  income 
gains  in  both  1978  and  1979  from  the  sale  of  coal 
properties. 

Principal  contributors  to  the  new  records 

The  Corporate  Partnership 
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were  capital  goods  manufacturing  and  paper  and  specialty 
steel  distribution.  Improved  performance  was  also  reported 
in  the  resources  area. 

During  the  second  quarter,  Alco  directors  incor- 
porated the  1978  year  end  extra  dhidend  payout  of 
$.06  per  common  share  into  a  new  quarterly  rate  of 
$.35  per  common  share,  a  21%  increase  over  the 
$.29  per  common  share  a  year  ago. 

Despite  inflation  and  energy  shortage,  Alco  expects 
its  results  in  the  balance  of  fiscal  1979  —  building  on 
the  foundation  of  a  strong  first  six  months  —  to  lead 
to  another  record  year. 

If  you  would  like  to  know  more  about  Alco 
Standard,  we  imite  you  to  write  for  a  copy  of 
our  1978  Annual  Report  and  our  1979  Second 
Quarter  Interim  Report.  Alco  Standard  Corporation, 
Dept.  F3,  Box  22479,  Cleveland,  Ohio  44122. 
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Serving  the  areas  of  Manufacturing,  Distribution,  and  Resources 


THIS  IS  MARLEY... 
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BECAUSE  THIS  IS  MARLEY. 


Constant,  dependable  light.  It's  a  shining  exam- 
ple of  the  countless  benefits  derived  from 
America's  electric  generation  industry.  And  of 
the  eight  operating  subsidiaries  of  The  Marley 
Company,  which  have  long-standing  com- 
mitments to  the  electric  generation  industry. 

Marley  subsidiaries  design  and  manufacture 
surface  condensers,  feedwater  heaters,  water 
cooling  towers,  pumps,  shell  Pe0D,emeeti 

and  tube  heat  exchangers,  de-  H   

aerators,  ground  water  supply  ~~ 
and  watertreatment  equipment    J^ll/I  A 
for  fossil  fueled  and  nuclear  ^^IVl/\ 
power  plants. 


Marley  engineers  are  problem  solvers,  known 
for  their  work  in  preliminary  analysis,  design 
studies,  and  conforming  to  specif  ications.  Fact 
is,  Marley  subsidiaries  pioneered  many  of  to- 
day's designs  and  components  offered  in  their 
respective  industry. 

Each  of  The  Marley  Company's  operating 
subsidiaries  is  an  industry  leader  and  has  an 


People  meeting  the  challenge 


MARLEY 


outstanding  record  of  innova- 
tion and  performance.  And  each 
contributes  strongly  not  only  to 
Marley's  stable  corporate  struc- 
ture, but  to  the  very  quality  of  our 
lives. 


The  Marley  Company  •   Corporate  Headquarters:  5800  Foxridge  Drive  •   Mission,  Kansas  •  66202 

Chicago  Heater  Company  •  Engineers  and  Fabricators,  Co.  (EFCO)  •  General  Filter  Company 
Layne  &  Bowler,  Inc.  •   Layne-Western  Company,  Inc.   •  The  Marley  Cooling  Tower  Company 
The  Marley  Heat  Transfer  Company   •  Marley  International,  Inc. 


J 

Readers  Say 


Majority  rule? 

Sih:  MSF  says,  "As  much  as  we  bad- 
mouth  legislators  for  what  they  do,  they 
pretty  much  do  what  they  think  the  ma- 
jority of  voters  want  them  to  do"  (Fact 
and  Comment,  June  11). 

Well,  the  majority  of  the  people  want  a 
balanced  budget,  but  we  do  not  have  one. 
The  majority  of  the  people  favor  less 
regulation,  but  we  get  more.  The  major- 
ity of  the  people  do  not  like  inflation,  but 
our  legislators  do  everything  possible  to 
preserve  it.  The  majority  of  the  people 
didn't  drive  55  mph  from  the  very  begin- 
ning, but  legislators  let  the  cops  rake  in 
the  dough  with  their  radar. 
—W.M.  Buescher 
Pigeon  Forge,  Tenn. 


No  shortage  of  hot  air 

Sir:  Since  MSF  has  decided  to  set  him- 
self up  as  an  expert  on  gas  rationing  (Fact 
and  Comment,  June  11),  how  much  gas, 
fuel  oil,  or  kerosene  would  he  allocate  to 
a  hot-air  balloon? 
— C.V.  Allen 
Mountain  Home,  Ark. 

Hot-air  balloons  use  propane,  and  tlx  sup- 
ply of  that  is  ample — MSF 


Not  so  sunny  reaction 

Sir:  Re  your  endorsement  of  Barry  Com- 
moner's solar  energy  approach  ("Our  en- 
ergy future  is  sunny  and  bright,"  Fact  and 
Comment,  June  11).  Real  solar  experts — 
scientists  and  engineers  in  the  field,  not 
antinuclear,  anticoal  zealots  like  Com- 
moner— are  less  sanguine  than  he. 

George  Lof  of  Colorado  State  Univer- 
sity has  said  that  he  has  yet  to  see  a 
"field  assembled"  solar  collector  of  good 
quality.  He  also  points  out  that  it  is  the 
cost  of  installation  that  pushes  the  total 
cost  of  solar  units  to  $30  per  square 
foot — beyond  the  range  of  the  typical 
consumer.  The  American  Physical  Soci- 
ety recently  surveyed  the  status  of 
photovoltaic  cell  technology  and  specifi- 
cally recommended  against  large-scale 
government  investment  of  the  scale 
Commoner  suggests. 
—Jack  Penkrot 
Pittsburgh,  Pa.  , 

Sir:  Solar  is  a  very  plentiful,  but  very 
diffuse,  source  of  heat.  Dixie  Lee  Ray, 
Governor  of  Washington,  is  credited 
with  an  apt  analogy  very  close  to  Dr. 
Commoner's  field  of  expertise,  which  is 
biology.  "A  million  fleas  can  pull  a  larger 
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load  than  an  elephant.  All  you  have  to  do 
is  get  the  harnesses  on  them."  That,  in  a 
nutshell,  is  solar's  problem. 
—John  J  Flaherty 
Lompoc,  Calif 

Sir:  Think  twice  before  endorsing  Barry 
Commoner  again.  He's  the  guy  who  tells 
you  to  stop  broiling  your  hamburgers  and 
steaks  over  charcoal  because  it  may 
cause  stomach  cancer.  He  doesn't  bother 
to  explain  why  the  incidence  of  stomach 
cancer  in  the  U.S.  has  decreased  so 
sharply  over  the  past  five  decades. 
—Max  Bader,  AI  D. 
Seattle,  Wash. 

Sir:  It  should  have  been  easy  enough  for 
Forbes'  research  department  to  turn  up 
an  adequate  background  on  Barry  Com- 
moner and  his  causes:  Forbes,  July  1, 
1976,  page  26,  said  in  reviewing  his  book 
The  Poverty  of  Power  that  even  "Friendly 
book  reviewers  have  held  their  noses  at 
the  30  pages  or  so  of  doctrinaire  Marx- 
ism that  are  Commoner's  prescription 
for  the  energy  crisis."  And  which  added 
that  "if  Commoner's  economics  is 
laughable,  his  credentials  as  a  scientist 
are  not  really  first  rate." 
—J. A.  Jaeger 
Pennsbury  Village,  Pa. 

Sir:  How  refreshing  to  read  your  Fact 
and  Comment  on  the  need  to  go  gung  ho 
on  solar  energy.  With  our  recent  solar 
homes  in  Lake  Havasu  City,  Ariz,  and 
San  Diego,  Calif,  my  wife  and  I  have 
demonstrated  that  it  works  like  a  charm 
and  are  sick  and  tired  of  the  negative 
blockheads  who  give  lip  service  to  this 
wonderful  source  of  energy. 
— Lt.  Col.  (USAF  Ret.)  and  Mrs.  William  A  Pitt 
Goleta,  Calif. 


Law  of  absurdity 

Sir:  The  article  "Life,  liberty  and  the 
pursuit  of  muscle  power"  (Forbes,  May 
28)  concerning  government-financed 
muscle-building  programs  for  women  in 
the  name  of  affirmative  action  neglected 
an  old  principle  of  physics:  For  every 
action  there  is  an  equal  and  opposite 
reaction.  Example:  When  a  woman 
plants  her  feet  solidly  and  exerts  a  force 
exceeding  30  pounds  every  day  consis- 
tently, she  will  eventually  prolapse  her 
bladder  and  uterus. 

Another  law  of  physics  (Valsalva's 
Law):  Enclosed  force  (within  the  ab- 
dominal cavity  in  this  instance)  will  seek 
the  path  of  least  resistance.  In  women, 
the  path  of  least  resistance  would  be  the 
birth  canal,  certainly  when  it  has  been 


damageq  by  the  birth  of  a  child. 

Government  funding  of  this  potential- 
ly dangerous  absurdity  (through  CETA) 
on  the  specious  principle  of  feminism  is 
a  taxpayers'  enigma. 
— Harold  Hanzlf\>  \;  /) 
Santa  Rosa,  Calif 


A  note  from  Tom  Wolfe 


The  quotations  from  Mr  Wolfe  and  Ms.  Ret.  i- 
ata  Adler  appeared  in  Other  Comments  oi  i 
p.  36,  June  11— MSF 


Use  it— or  else! 

Sir:  Two  points  concerning  your  stor;  ; 
on  The  Strategic  Planning  Institute  ("An  ■ 
ticonsultant  consultant,"  June  25).  First 
SPI  is  not  "my"  organization.  It  is  i 
nonprofit,  tax-exempt  organization  thai 
belongs  to  its  200  member  companies. 
Second,  we  certainly  do  not  entertain  any 
overenthusiastic  ambitions  of  "putting 
consultants  out  of  business."  We  are  de- 
veloping a  technology  of  strategy  plan- 
ning that  will  replace  the  technology  cur- 
rently employed  by  most  consultants. 
The  wise  consultants  will  stay  in  business 
by  learning  to  use  the  new  technology. 
— Sidney  Scljoeffler 
Executh  e  Secretary  \ 
The  Strategic  Planning  Institute 
Cambridge,  Mass. 


Money  a  worthy  subject 

Sir:  In  your  review  of  my  book  Distant 
Mirror  (Fact  and  Comment,  May  28),  you 
excerpted  a  passage  concerning  the  de- 
basing of  coinage  in  the  14th  century.  It 
just  goes  to  show  that  over  my  publish- 
er's objections,  it  was  worth  writing 
about  money. 
— Barbara  W.  Tuchman 
Cos  Cob,  Conn 

FORBES,  JULY  9,  1979 


The  best  of  two  worlds 


Or,  the  reasons  for  record  performance  at  White  Consolidated. 


At  White  Consolidated  Industries 
we  serve  two  different  worlds. 

One  is  consumer  products  for 
the  home.  Fact  is,  we're  the  nation's 
third  largest  manufacturer  of  major 
home  appliances. 

The  other  world  is  machinery 
and  equipment  We  have  43  manu- 
facturing plants  producing  products 
for  the  thriving  industrial  market. 

The  world  of  consumer  products. 


And  the  world  of  machinery  and 
equipment. 

Together,  they've  given  us  uncom- 
mon stability.  So  if  one  has  lagged,  the 
other  has  historically  taken  up  the 
slack.  It's  this  stability  that's  helped 
our  sales  grow  to  nearly  $2  billion 
and  has  given  us  six  consecutive 
years  of  record  sales  and  earnings. 

At  WC1,  we  don't  yet  have  the 
best  of  all  worlds.  But  when  it  comes 


to  the  two  we  are  dealing  with,  we're 
dealing  with  the  best  of  both. 

Our  new  information  kit  exam- 
ines each  in  great  detail.  For  a  copy, 
write  Ron  Fountain,  Director  of 
Investor  Relations. 

White  Consolidated 


Industries,  Inc. 

Cleveland,  Ohio  44111 


Great  be 
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These  are  ideas  being  born.  They  are  the  work- 
ing drawings  of  Michelangelo  Buonarroti.  He  tried  to 
keep  most  of  them  hidden  in  his  lifetime.  Now  you 
can  see  them,  and  many  more,  in  "Michelangelo  and 
His  World:  With  Drawings  from  the  British  Museum" 
at  The  Pierpont  Morgan  Library  in  New  York  City 
from  April  26  through  July  28, 1979. 

For  more  than  400  years,  the  world  has  stood  in 
awe  of  his  finished  works.  Now  we  can  take  delight 
in  his  great  beginnings.  He  didn't  do  them  to  please 
us.  He  did  them  to  explore  his  subject  matter,  and 
himself. 

That's  one  reason  we  sponsored  this  exhibition. 
We  can  learn  from  great  ideas,  but  we  learn  more 
from  knowing  how  they  came  to  be.  Great  works  in- 
spire us,  but  the  creative  process  nourishes  us.  In  our 
work,  as  in  yours,  we  need  to  be  reminded  that  great 
endings  start  with  great  beginnings —  that  no  begin- 
ning, in  our  day  or  in  Michelangelo's,  can  be  great 
without  individual  imagination,  individual  creativity, 
individual  innovativeness.  Sponsorship  of  art  that 
reminds  us  of  these  things  is  not  patronage.  It's  a 
business  and  human  necessity. 

If  your  company  would  like  to  know  more 
about  corporate  sponsorship  of  art,  write 
George  Weissman,  Chairman  of  the  Board, 
Philip  Morris  Incorporated,  100  Park  Avenue, 
New  York,  N.  Y  10017. 

Philip  Morris  Incorporated 

It  takes  art  to  make  a  company  great. 

Makm  °f  Marlboro'  Benson  &  Hedges  100's,  Merit,  Parliament  Lights,  Virginia  Slims  and  Multifilter; 
«$$S^teM'"er  H'sh  Life  Beer'  Lite  Beerancl  Lowenbrau  Special  and  Dark  Special  Beer 

7  UP  and  Diet  7  UP 

'Michelangelo  and  His  World:  With  Drawings  from  the  British  Museum"  at  The  Pierpont  Morgan 
Library  appears  from  April  26  through  July  28,  1979.  Hours:  10:30  a.m.-5:00  p.m  Tuesday 
Wednesday,  Friday,  Saturday;  10:30  a.m. -8:30  p.m.  Thursday;  1:00  p.m.-5:00  p.m.  Sunday. 
Special  viewing  by  appointment  on  Monday.  This  exhibition  has  been  made  possible  by  generous 
support  from  Philip  Morris  Incorporated  and  the  National  Endowment  for  the  Arts.  Further 
support  has  been  provided  by  the  Federal  Arts  and  Artifacts  Indemnification  Act. 
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A  New  American  Road  Car  engineered  for  today's  driving. 


Ford  technology  and  engineering  combine  to  create 
the  1979  Ford  LTD.  New  from  the  ground  up,  with  a 
size  and  shape  for  today.  Yet  this  re-engineered 


V-8  standard,  yet  higher 
mileage  than  last  year.  Even 
with  V-8  power  standard,  the 
re-engineered  LTD's  EPA  est. 
mpg  is  higher  for  1979.  EPA 
est.  mpg  is  [l6]  And  this  year's 
highway  est.  is  still  22* 


More  passenger  room  than 
any  LTD  evert  While  the 
1979  LTD  is  sized  for  today, 
remarkably  you'll  find  more 
room  than  ever  on  the  inside 
Six  passenger  seating  in  an 
all-new  LTD. 


LTD  has  more  passenger  room  than  any  LTD  ever. 
Experience  the  feel  and  luxury  of  the  1979  LTD. . .  now. 
Experience  a  New  American  Road  Car 
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I  !  SHORTER  TURNING  CIRCLE  )  I 
\  I  THAN  LAST  YEAR.         J  f 
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Easier  handling  and  parking 
than  last  year.  The  new  con- 
temporary size  LTD  provides 
better  handling  and  road 
stability  than  last  year  With 
almost  a  4  ft.  shorter  turning 
circle,  it's  also  easier  to  park 


New  Master  Control  Position 
provides:  improved  driving 
position,  more  total  window 
area,  convenient  steering  col- 
umn mounted  controls  and  re- 
designed instrument  cluster 
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'Compare  this  estimate  to  the  estimated  mpg  of  other  cars  Your  mileage  may  differ  depending  on  speed  weather,  and  distance 
The  actual  highway  mileage  will  probably  be  less  than  the  estimated  highway  fuel  economy     +Based  on  EPA  Volume  Index 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor  in  Chief 


MERRILL  LYNCH'S  DON  REGAN  SEES  SAUCER 


Yup,  a  high-flying  one.  The  stock  market. 

"There's  a  downturn  ahead,  but  not  too  deep, 
and  then  an  up — a  saucer,  I  think  some  technicians 
call  it,"  this  dynamo  told  us  here  the  other  day. 

"And  I  think  when  the  climb  starts  it  could 
continue  to  a  Dow  Jones  of  2000." 

That's  not  as  way  out  as  it  may  sound  at  first 
blush.  With  this  inflation,  the  stock  market  is  the 
only  major  thing  that's  deflated.  Yet  it  represents  ownership  of 
our  country's  real,  actual,  only  wealth — other  than  the  Ameri- 
can people  themselves. 

Imagine,  stocks  today  cost  no  more  than  they  did  14  years 
ago!  Is  it  any  wonder  that  the  big  corporate  cash  flows  are 


being  used  to  acquire  other  going  concerns  at  such 
sizable  current  stock-price  discounts? 

Is  it  any  wonder  that  many  corporations  are 
finding  it  very  profitable  to  buy  in  their  own  stock 
at  these  bargain  prices? 

The  real  wonder  of  our  time,  the  real  confounder 
of  our  confounded  economists,  is  why  stock  prices 
so  long  have  stayed  so  low  when  everything  else  is 
inflatedly  up,  up,  up. 

It  makes  absolutely  no  sense  that  common  stock  investors 
have  made  on  average  no  dollars  in  over  a  decade. 

They  will,  they  will.  And  it  could  be  that  Regan's  right  as 
to  when. 


HENRY  KISSINGER  HASN'T  LOST 


his  keen  sense  of  self  and  events.  At  dinner  the  other  evening,  I 
commented  on  how  vital  his  conclusions  would  be  to  SALT's 
fate  in  the  U.S.  Senate.  "In  one  sense,  you're  probably  right," 
said  Henry  K.  "Should  I  conclude  the  agreement  is  dangerous 


for  our  country,  it  would  help  defeat  it. 

"But  I'm  not  sure  if,  after  study,  I  endorse  the  treaty,  that 
this  would  be  enough  to  ensure  its  passage,"  he  concluded  with 
a  chuckle. 


HALLELUJAH!  U.S.  MAY  WIN  BACK  INDEPENDENCE! 


Congress — of  all  the  unlikely  sources — may  do  what  the  Sign- 
ers of  the  Declaration  of  Independence  did  203  years  ago  and 
restore  to  our  United  States  the  independence  we've  lost  to 
OPECers. 

Right  now,  not  only  our  destructive  rate  of  inflation  but  the 
wheels  of  American  business,  as  well  as  those  of  our  cars, 
trucks  and  planes,  continue  to  spin  only  at  the  sufferance  of 
such  fanatics  as  Iran's  Khomeini  and  Libya's  Qaddafi;  we  must 
court,  cajole,  curry  as  well  the  potentates  of  Saudi  Arabia,  the 
Emirates,  Iraq,  Kuwait,  Nigeria,  Venezuela,  Indonesia,  Algeria, 
Ecuador.  If  they  cut  our  oil  jugular,  they  will  bring  the  U.S.  to 
its  knees  in  very  short  order. 

Under  a  massive  measure  with  multiple  sponsors,  Congress 
would  mobilize  our  resources — $5  billion  to  fund  or  guarantee 
loans  to  build  sizable  plants  to  process  oil  from  shale,  gas  from 
liquefied  coal  and  garbage  into  energy;  to  set  production  levels 
for  alcohol  to  stretch  gasoline  and  for  solar-power  generation 
(see  Fet>C,  June  25). 

The  Secretary  of  Energy — hopefully,  we'll  get  one — would 
have  the  power  to  exempt  these  projects  from  certain  environ- 
mental legal  restrictions  and  severely  limit  grounds  for  court 


challenges  by  environmentalist  zealots.  Regulatory  agencies 
dawdling  over  permits  to  these  energy  independence  projects 
can  be  overridden  by  the  President,  and  Congress  will  override 
any  state  limitations.  Under  a  House  bill  that  will  probably 
become  a  part  of  the  Senate  proposals,  energy  companies  that 
commit  huge  amounts  to  new  domestic  energy  developments 
would  receive  a  federal  guarantee  to  buy  sufficient  output  if 
new  technologies  or  developments  made  such  commitments 
unsupportable.  Exploration  in  our  vast  public  lands  for  new  oil 
and  natural  gas  sources  would  be  expedited. 
That's  the  way  to  go.  Go  all  out. 

There's  no  question  we  can  be  free  again.  Sure,  it  will  cost 
money.  But  in  the  long  run  probably  less  than  the  soaring 
billions  of  tribute  we're  now  paying,  ever  more  every  day,  to 
the  Barbary  pirates  of  oil. 

To  have  the  United  States  of  America,  on  whose  principles 
and  power  the  Free  World  near-totally  depends,  in  the  grip  of 
the  likes  of  Qaddafi  and  Khomeini  is  intolerable. 

Thanks  to  these  measures  now  before  Senate  and  House, 
this  Fourth  of  July  we  can  be  celebrating  the  prospect  of  once 
again  being  independent,  once  again  being  a  free  people. 
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SUMMER  DO'S — AND  SOME  DON  TS 

Movies 


The  China  Syndrome— The  ruthless  Big  Power  man  is  a  near- 
juvenile  portrayal,  a  stupid  villain  of  the  sort — thank  good- 
ness— that  only  Hollywood  could  dream  up.  Aside  from  that 
absurdity,  the  movie  is  a  more  suspenseful  cliffhanger  than 
most  of  the  hurricane-earthquake-towering  inferno-Poseidon 
genre.  The  timing  of  the  film's  appearance  with  the  Three  Mile 
Island  nuclear  nightmare  was  the  most  extraordinary  coinci- 
dence ever.  And  may  there  never  be  another  one.  The  Great 
Train  Robbery— Superb  acting,  marvelous  depiction  of  trains, 
lives  and  lifestyle  of  the  1850s.  Suspense  without  gore  or  shock 
or  pointless  brutality  or  foul  words.  In  a  word,  great  entertain- 
ment. Heaven  Can  Wait — It  wasn't  on  my  must  list  until  it 
won  all  that.  Academy  attention,  and  then  we  went — and 
enjoyed.  The  plot,  which  involves  correcting  the  mistake  of 


the  hero  taken  out  of  order  from  earth,  was  more  plausible  than 
the  far-fetched  portrayal  of  the  heartless  corporate  magnate 
whose  body  he  temporarily  inhabits.  Hurricane  should  have 
blown  out  to  sea  before  release.  The  Innocent — Sincere  two- 
timer  loses  both  times.  A  first  rate,  uniquely  moral  film:  The 
wage  of  sins  is  suicide.  Woody  Allen's  Manhattan  is  a  smash 
hit  in  Manhattan.  Its  humor  is  warm  and  human;  its  people, 
from  the  assorted  intellectual  milieux  of  the  Big  Apple,  are 
convincing.  The  critics  rightly  rave.  But  I  can't  imagine  it 
ringing  any  box-office  bells  much  beyond  urban-suburban  so- 
phisticates. The  Warriors — Such  a  fancy  collection  of  warring 
city  gangs  is  pure  fantasy.  The  gang-clashes  and  the  settings  are 
a  tribute  to  creative  choreography,  but  there's  little  relation  — 
fortunately — to  the  grim  realities  of  city  youth  gang  life. 


Theater 


A  New  York  Summer — With  its  cast  of  hundreds  and  a  thousand 
costumes  at  the  refurbished  Radio  City  Music  Hall,  this  is  the 
most  extravagant  stage  affair  you'll  likely  ever  see.  The  things  the 
stage  itself  can  do  and  does  is  a  show  in  itself.  Hurry  to  see  it 
because,  with  this  overhead,  there's  no  way  our  greatest  land- 
mark theatre  can  long  live  this  second  life.  Bedroom  Farce — 
More  times  than  not,  successful  British  plays  don't  survive  their 
Atlantic  crossing.  Here,  though,  is  a  whopping  exception.  There 
are  not  many  spaces  between  laughs  in  the  interplay  of  the 
occupants  of  the  three  different-locale  bedrooms.  And  all  of  it  is 
side-splitting  and  clean!    Good  Lads  at  Heart — An  exuberant, 

Books 

Selected  Letters  of  John  O'Hara — edited  by  Matthew  J.  Bruccoli 
(Random  House,  $17.95).  Almost  invariably,  writers  (and  paint- 
ers) who  are  enormously  successful  in  their  lifetimes  fall  from 
sight  as  rapidly  as  their  caskets  drop.  Hemingway,  for  instance, 
and  O'Hara.  The  good  ones  resurrect  and  so  will  these  two.  These 
O'Hara  letters  are  to  literature  what  salt  and  pepper  are  to  other 
forms  of  sustenance.  Maybe  I'm  prejudiced:  In  the  foreword  to 
one  of  his  last  volumes,  And  Other  Stories,  lohn  O'Hara  wrote, 
"I'm  a  regular  reader  of  Forbes  Magazine." 
The  Shipkiller — by  Justin  Scott  (The  Dial  Press/James  Wade, 
$9.95).  What  a  movie  this  novel  will  make — of  a  sailboat 
sailor's  revenge  on  the  super  supertanker  that  didn't  even 
know  at  the  time  it  had  run  over  him  and  drowned  his  wife. 

Excerpt:  It  was  sheer  arrogance  to  float  a  ship  that 
big.  .  .  .  Bad  enough  lumbering  through  the  open  sea  in 
the  grip  of  its  momentum,  but  insanity  in  harbor,  mocking 
the  very  term  haven,  because  no  place  the  monster  docked 
could  ever  be  safe  until  it  had  gone.  The  winds,  the  tides, 
and  the  currents  exerted  their  force  according  to  resis- 
tance. They  bowed  to  grace,  but  never  bulk. 

The  Book  of  Insults,  Ancient  and  Modern — by  Nancy  McPhee 

(St.  Martin's  Press,  $6.95).  A  very  disappointing  mining  of  what 

should  be  a  very  rich  lode.  Too  much  ancient  imprecation,  too 

few  contemporary  zingers.  Herewith,  a  handful  of  the  better: 

Excerpt:  My  dear  McClellan:  If  you  don't  want  to  use  the 
army  I  should  like  to  borrow  it  for  a  while.  Yours  respectfully. 
A.  Lincoln.  The  thing  that  impresses  me  most  about 
A  merica  is  the  way  parents  obey  their  children.  — The  Duke 


funny-poignant  musical  drama  about  life  in  a  British  first-stage 
reform  school.  At  the  end,  one  indeed  understands  that  both  the 
tough-disciplinarian  Bad-Guy  staffers  and  the  incarcerated  "in- 
corrigibles"  are  the  genuinely  Good  Lads  at  heart.  It's  a  blamed 
shame  that  this  production  by  The  National  Youth  Theatre  of 
Great  Britain  had  a  two-week  time  limitation  in  the  U.S.  You 
should  hope  it'll  come  again,  or  that  you  can  catch  this  play  in 
London.  Knockout — There  are  many  punchy  one-liners,  but, 
as  with  any  boxing  match,  there  are  some  dull  rounds  before  the 
climax.  But  that  really  is  a  knockout  and  makes  the  show  al- 
most worth  sitting  through. 


of  Windsor.  In  the  first  place  God  made  idiots;  this  was  for 
practice;  then  He  made  school  boards. — Mark  Twain. 

The  Grab — by  Maria  Katzenbach  (William  Morrow  &  Co., 
$8.95).  This  is  a  perceptive  novel  about  the  not-uncommon 
experience  of  siblings  taking  turns  divvying  up  their  dead 
parents'  possessions. 

Victorian  Life  in  Photographs — introduction  by  William  San- 
son! (Thames  and  Hudson,  $12.95).  This  potpourri  of  181 


gravured  photographs  constitutes  one  of  the  best  in  this  prolif- 
erating genre. 

First  Lady's  Lady— by  Sheila  Rabb  Weidenfeld  (G.  P.  Putnam's 
Sons,  $11.95).  She  wasn't. 

Excerpt:  Clothes  are  a  very  important  part  of  my  job.  I  am 
convinced  that  if  I  were  to  announce:  "Last  night  Mrs. 
Ford  burned  down  the  White  House,"  the  reporters'  re- 
sponse would  be.  "What  was  she  wearing!" 
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WHY  WOULD  ANYONE  WANT  TO  RIDE  A  MOTORCYCLE? 


MSF  and  a  group  that  includes  photographer  son  Robert  and 
reporter  daughter  Moira  are  currently  motorcycling  from 
Germany  through  Czechoslovakia  and  Poland  to  Moscow 
and  Leningrad.   When  his  editorials  move  some  Forbes 


readers  to  question  our  editor-in-chief's  judgment,  invari- 
ably his  fondness  for  motorcycling  is  cited  as  sound  grounds 
for  questioning  his  sense.  Earlier  this  year  Cycle  magazine 
interviewed  him   on   tHe  subject.    Below   are  excerpts. 


Stepping  Out:  "The  older  you  get  the 
more  you  tend  to  immobilize  yourself, 
and  that's  where  people  tend  to  miss  out 
on  life.  Very  often  when  you're  younger 
and  have  a  little  more  derring-do,  you 
don't  have  the  means.  And  then  when 
you  get  a  little  older,  get  a  little  ahead  in 
life  and  can  afford  to  do  more  things, 
many  people  think  it's  too  late. 

"I  think  if  more  people  tried  motorcy- 
cling they'd  find  as  I  did  that  it's  great 
good  fun.  You're  cautious  because  of  the 
danger  involved,  but  you  find  you're  en- 
joying the  elements,  you're  not  sealed  off 
from  them,  and  it's  a  whole  new  experi- 
ence. You  don't  just  walk  out  the  door 
and  say,  'Gee,  I  think  I'll  try  a  motorcy- 
cle.' When  you're  young  you're  apt  to, 
but  as  you  get  a  little  older  you  get  a  little 
lazier — and  fearful." 


Enthusiasm:  "I  enjoy  riding.  I  don't 
know  anything  about  bikes  mechanical- 
ly; my  interest  is  in  the  fun  of  motorcy- 
cling— not  sport  in  the  competitive 
sense,  because  I'm  not  that  coordinated. 
But  I  can  ride  for  days,  anywhere. 

"A  motorcycle  devotee  is  so  at  some 
sacrifice.  The  bulk  of  motorcyclists  are 
not  at  the  top  echelons  of  income.  Prices 
are  enormous — for  bikes,  for  parts,  for 
accessories.  This  [money]  has  to  come 
out  of  something  else. 

"For  the  people  who  are  into  motorcy- 
cling, it's  not  a  secondary  interest  for 
them.  The  bulk  of  people  who  are  motor- 
cyclists are  knowledgeable,  enthusiastic 
and  totally  consumed.  In  this  sport,  peo- 
ple who  just  ride  are  as  enthusiastic  as 
people  who  are  into  customizing,  or 
competition,  or  whatever." 


Image:  "There  is  a  public  antipathy 
towards  motorcycles  and  motorcyclists. 
While  Honda  removed  a  great  deal  of  it, 
most  people  are  still  instinctively  hos- 
tile. They  resent  a  motorcycle.  One 
comes  weaving  past  a  lot  of  cars  stuck  in 
traffic,  and  the  car  people  resent  it.  Per- 
sonally, I  think  that's  one  of  the  great 
pluses  for  motorcycling,  and  of  course  I 
do  it.  While  it  may  hurt  the  cyclist's 
image,  I'll  be  damned  if  for  the  sake  of 
the  image  I'm  going  to  sit  behind  50  cars 
at  a  red  light  when  I  can  spend  the  three 
minutes  the  light  is  red  to  get  to  the  head 
of  the  queue,  with  no  danger  to  me  or  to 
anybody  else.  There's  a  piece  of  the  road 
to  be  had  for  that. 

"People  think  you're  eccentric  if  you 
ride  a  motorcycle.  Unless  you're  poor.  If 
you're  poor  they  think  you're  nuts." 


AEROSOL  ATROCITY 

I  guess  all  that  stuff  about  what  the  stuff  in  aerosol  dispens-  public  service:  Those  that  spew  out  "whipped  cream." 

ers  does  to  the  ozone  layer  (had  you  ever  heard  of  "ozone"  What  a  misnomer  for  whatever  that  awful  substance  is  that's 

before  aerosol?)  will  eventually  wipe  out  those  dispensers,  and  emitted.  If  the  FTC — for  once — wants  really  to  act  against 

there's  one  variety  whose  elimination  will  indeed  be  a  great  mislabeling,  here's  a  real  case — er,  can — of  it. 


IT'S  GREAT 

to  arrive,  but  the  trip's 
most  always  most  of  the  fun. 


TRAVELING 

is  all  the  good  things  said  about  it 

— except  for  those  who  constantly  have  to. 


By  M.S.  Forbes  Jr. 


A  WEAK  ATTACK  ON  THE  BRITISH  DISEASE 

The  problem  is  that  the  Tories  have    ers  will  see  their  standard  of  living 
confused  tax  rates  with  tax  revenues,     further  eroded  by  inflation. 


The  budget  of  Margaret  Thatcher's 
new  Conservative  government  is  a 
disappointment.  It  had  been  heralded 
as  a  major  attempt  to  reverse  Britain's 
decline  by  restoring  individual  incen- 
tive to  the  U.K.  economy.  But  some  of 
its  provisions  will  needlessly  compli- 
cate— and  perhaps  undermine — Mrs. 
Thatcher's  long-term  goals. 

The  budget  does  make  bold  reduc- 
tions in  Britain's  onerous,  disastrous 
income  tax  and  proposes  other  laud- 
able steps  as  well,  such  as  cutting  bu- 
reaucracy, tightening  government 
spending,  removing  dividend  controls 
and  easing  foreign  exchange  controls 
for  individuals  and  companies. 

The  bad  news  is  that  the  value- 
added  tax,  which  is  a  national  sales 
tax,  will  be  sharply  jumped  from  8% 
to  15%.  The  move  will  send  inflation 
soaring  from  the  current  10%  to  over 
16%  by  this  fall,  just  in  time  for  nego- 
tiations with  several  major  labor 
unions.  Wage  demands  will  be  higher 
and  more  industrial  strife  will  take 
place  as  a  result. 


They  believe  that  any  reductions  in 
income  tax  must  be  "paid  for"  by 
increasing  "indirect"  levies,  such  as 
the  VAT. 

What  the  Conservatives  and  trea- 
sury experts  don't  realize  is  that  pro- 
posed income  tax  cuts  will  cost  the 
government  hardly  a  farthing. 

For  the  first  time  in  a  long  time, 
hundreds  of  thousands  of  Britons  will 
be  able  to  receive  a  raise  in  pay  rather 
than  in  perks.  That  process  alone  will 
meaningfully  increase  the  govern- 
ment's take. 

The  reductions  will  also  reduce  the 
incentive  for  people  to  slip  into  Brit- 
ain's thriving  "subterranean"  or  cash 
economy.  This,  too,  will  benefit  Ex- 
chequer revenues. 

Mrs.  Thatcher  believes  that  indi- 
rect taxes  are  a  more  preferable  way  of 
raising  revenue  than  a  steeply  progres- 
sive income  tax,  and  she  is  right.  But 
she  has  gone  too  far.  The  mammoth 
hike  in  the  VAT  was  unnecessary. 
Because  of  the  overall  makeup  of  Mrs. 
Thatcher's  tax  changes,  most  British- 


But  there's  more  bad  news:  The 
minimum  bank  lending  rate  was  in- 
creased from  12%  to  14%. 

Debt  makes  up  a  disproportionate 
part  of  British  corporate  capital.  High- 
er interest  rates  will  cost  private  in- 
dustry several  hundred  million  pounds 
and  this,  in  turn,  will  mean  deferred 
investment — hardly  what  the  U.K.'s 
anemic  economy  needs  at  this  time. 

The  move  on  interest  rates  reflects 
what  could  turn  out  to  be  the  Tories' 
Achilles  heel:  its  obsession  with  mon- 
etary policy.  The  high  rates  will  sup- 
posedly make  controlling  the  money 
supply  easier.  Perhaps,  but  they  will 
do  so  at  the  expense  of  economic 
growth.  A  vigorous  economy  is  the 
best  antidote  to  inflation,  not  sterile 
monetary  theory. 

Mrs.  Thatcher  deserves  high  praise 
for  starting  to  reform  the  U.K.'s  disas- 
trous income  tax  system.  But  she 
must  recognize  before  too  long  that 
hiking  interest  rates  and  the  VAT 
could  ultimately  frustrate  her  goal  of 
reviving  Britain's  economy. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind — MSF 


If  SALT  Should  Fail 

This  country,  having  killed  an  agree- 
ment that  three  Presidents  had  sought 
and  that  the  Russians  had  already  accept- 
ed, would  certainly  be  held  accountable 
for  the  dashing  of  hopes  in  many  parts  of 
the  world.  There  would  be  some  sympa- 
thy for  Moscow  if  it  concluded  that  Car- 
ter was  not  in  charge  of  American  policy, 
and  assumed  that  the  jingoes  were  in 
control.  An  escalation  of  arms  produc- 
tion and  deployment  by  the  Warsaw 
powers  would  trigger  an  escalation  here. 
The  end  of  a  modest  attempt  at  arms 
limitation  would  doubtless  bring  an  end 
to  the  American  campaign  against  nucle- 
ar proliferation — a  campaign  that  loses 
all  credibility  when  its  sponsor,  the 
President,  cannot  prevent  proliferation 
inside  his  own  arsenal. 

— Richard  Rovere,  The  New  Yorker 

It  is  simply  taken  for  granted  by  most 
senators  that  "security"  means  having 
more  and  superior  modern  weapons  than 
the  Soviet  Union.  The  failure  of  our  supe- 
rior arms  in  Vietnam  and  the  conquest  of 
the  Shah's  awesome  military  arsenal  in 
Iran  by  an  angry,  hungry,  religious  mob 
are  either  ignored  or  dismissed  as  a  fail- 
ure to  use  the  weapons  more  efficiently. 

— James  Reston,  The  New  York  Times 

MX  Wrong  Rx 

Mr.  Carter  had  been  told  in  a  letter 
from  several  nuclear  arms  authorities: 
"$30  billion  seems  an  exorbitant  price  to 
pay  for  a  [MX  mobile  intercontinental 
ballistic  missile]  system  that  adds  so  lit- 
tle to  American  security  and  promises  to 
end  by  decreasing  it."  And  for  the  same 
money  over  the  same  years,  Mr.  Carter 
could  underwrite  a  Manhattan  Project  to 
cope  with  an  energy  crisis  far  more 
threatening  to  American  security  than 
the  likelihood  of  a  Soviet  nuclear  attack. 
The  case  for  the  MX  is  weak  enough,  in 
fact,  to  arouse  suspicion  that  Mr.  Carter 
is  approving  its  development  only  to  win 
the  ratification  votes  of  senators  who 
now  fear  the  SALT  II  treaty  would  weak- 
en American  security. 

— Tom  Wicker,  The  New  York  Times 


Leviathan:  Bosom  &  Booze 

Of  all  the  [Atlantic]  crossings  on  the 
Leviathan,  none  diffused  more  glamour 
than  the  westbound  sailing  of  Queen  Ma- 
rie of  Rumania  in  October  1926.  From 
the  moment  the  Queen  glided  up  the  red- 
carpeted  gangway  at  Cherbourg,  followed 
by  ladies  in  waiting,  aides-de-camp  and 
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90  trunks,  the  voyage  had  the  unreaJity 
of  a  movie  in  the  making.  ...  At  the  end 
of  the  voyage,  anything  less  than  tug 
whistles  and  fire-boat  salutes  in  New 
York  Harbor  and  a  ticker-tape  parade  up 
Broadway  would  have  been  anticlimac- 
tic.  When,  at  the  last,  Mayor  Jimmy 
Walker  hesitated  as  he  pinned  a  medal 
on  her  generous  bosom,  the  Queen  said: 
"Proceed,  Your  Honor,  the  risk  is 
mine."  .  .  . 

On  a  [Leviathan  |  cruise  to  nowhere 
over  Columbus  Day  1932 — three  days  for 
$35 — 1,800  people  were  packed  on  board, 
most  of  them  with  one  thing  in  mind. 
Prohibition  was  still  in  force  ashore  but 
was  no  longer  observed  on  shipboard  be- 
yond United  States  territorial  waters.  A 
detail  of  seamen  stood  special  around- 
the-clock  watch  on  deck  to  keep  the 
drunks  from  falling  overboard. 

— Melvin  Maddocks, 
The  Great  Liners 


Dig  We  Must 

During  the  1930s  I  remember  helping 
my  father  bank  our  coal-burning  furnace 
at  night  to  conserve  energy.  I  also  recall, 
while  serving  in  Japan  as  part  of  the 
occupation  forces  in  World  War  II,  that 
many  of  their  autos  had  been  converted 
to  coal  or  coke-burning  vehicles,  which 
process  produced  gas  to  drive  the  en- 
gines. In  those  years  coal  was  our  na- 
tion's main  source  of  energy,  and  it  must 
become  the  main  source  in  the  future. 

At  this  moment  in  coal  mines  in  the 
eastern  United  States  there  is  a  surplus  of 
coal  production.  Many  small  independent 
producers  are  closing  their  family  oper- 
ations. Yet,  with  reserves  of  coal  in  the 
U.S.  estimated  to  be  capable  of  supplying 
American  energy  needs  for  between  300 


and  500  years,  we  are  purchasing  oil 
abroad  at  the  present-day  cost  in  excess  of 
$21  per  barrel.  ...  In  1975,  as  a  result  of 
converting  to  coal,  Amcord's  costs  for 
fuel  were  $1 1.5  million  less  than  had  we 
been  consuming  oil  or  gas,  and  today  our 
savings  exceed  $  1 8  million  annually. 

Now,  translate  this  example  into  the 
total  cost  to  the  U.S.  of  importing  7.93 
million  barrels  of  oil  or  oil  equivalents 
per  day:  $143  million  a  day,  almost  $52 
billion  a  year,  a  major  contribution  to  our 
trade  deficit  and  the  resulting  impact  on 
the  value  of  the  dollar. 

—William  T.  Pasco  HI, 
CEO,  Amcord,  Inc. 


If  the  doctor  tells  me  /  have 
six  months  to  live,  I  might 
take  out  my  gun  and  shoot 
them  [journalists]. 

— Philadelphia  Mayor  Frank:  L.  Rizzo 


Meanings  of  Independence 

An  attempt  to  secure  the  release  of  all 
prisoners  on  Independence  Day  was  re- 
jected by  the  Legislative  Assembly  at  its 
recent  meeting.  .  .  .  Opposing  the  mo- 
tion, the  Chief  Minister,  Peter  Kenilorea, 
said  that  already  there  was  confusion 
among  people  about  independence.  Some 
people  in  the  rural  areas  thought  inde- 
pendence meant  free  goods  in  the  shops 
and,  if  prisoners  were  released,  people 
would  misinterpret  independence  as 
freedom  from  law  and  justice  and  the 
rate  of  crime  would  be  inevitably  high. 

— Solomons  News  Drum 


Vacation  Chore 

"We  have  to  send  those  postcards,  you 
know  we  do.  You  don't  go  away  and  not 
write.  I  spent  all  day  on  them.  They  are 
the  only  ways  people  will  know  we  were 
really  here." 

—from  A  Way  Of  Life,  Like  Any  Other. 

by  Darcy  O'Brien 


"I'm  taking  you  off  common  stocks!' 
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Business  films.  When  your  demonstration  wont  fit  on  a  desk  top 


How  can  you  give  a  hardworking 
demonstration  when  your  product  is  too 
big  to  carry  through  the  office  door,  or  too 
expensive  to  cart  from  prospect  to  prospect? 

The  answer  is  a  business  film— a 
portable  medium  that  pays  off  in  drama, 
impact  and  interest. 

Send  the  coupon  for  proof. 

Business  films 
make  business  sense. 


Send  me  your  20-page  booklet  with  important  ideas 
on  how  film  can  help  increase  sales.  Also  send  case 
histories  of  organizations  benefiting  from  cost- 
effective  uses  of  film. 

Name  

Title  

Organization  

Address  

City  State  Zip  

Eastman  Kodak  Company,  Dept.  A1108 
Rochester,  New  York  14650 


The  great  American  pastime . . .  eating. 
Nobody's  more  basic  to  the  enjoyment  of  food 
than  Greyhound. 

Last  year  Americans  gobbled  up  more  thai 
850  million  of  our  Armour  Star  hot  dogs.  And 
enough  Armour  bacon  to  make  us  number  one 
in  the  whole  country. 

But  the  ball  park's  not  the  only  place  we're 
•a  big  hit  with  Americans. 

Greyhound's  Dial  is  the  nation's  best-seilinc 


We're  as  basic  to  America  as  a  hot 


soap.  And  our  Tone  brand  is  one  of  the  most 
successful  new  soaps  in  a  decade. 

Greyhound  Food  Service  feeds  millions  of 
Americans  daily  under  contracts  with  everybody 
from  the  Air  Force  at  Lackland  to  the  work  force 
at  General  Motors. 

And,  of  course,  Greyhound  is  the  number 
one  name  in  transportation.  We  take  more 
Americans  more  places  than  anybody  else  on 
earth.  Or  in  the  sky. 


Plus,  Greyhound  leases  trains  to  the 
railroads  and  jumbo  jets  to  the  airlines.  We  rent 
cars,  write  insurance,  finance  computers,  fuel 
aircraft,  build  display  booths  and  generally  do 
everything  from  hosting  Las  Vegas  conventions 
to  spinning  yarn  for  Grandma's  shawl. 

In  short,  Greyhound  isn't  just  "the  bus 
company"  anymore;  it's  "the  omnibus  company" 
a  $4-billion,  diversified  corporation  serving 
America  in  a  hundred  basic  ways. 


at  ite  ballpark.   Greyhound  Corporation  The  omnibus 


company. 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 

The  Glenlivet 

Unchanged  since  1824. 


THE  TASTET3EY0ND 
PREMIUM  SCOTCH 


Forbes 


The  ultimate  defense: 

suicide? 


By  Elizabeth  Bailey 


And  Samson  said  "Let  me  die  with  the  Philis- 
tines. "  Then  he  bowed  with  all  his  might;  and 
the  house  fell  upon  the  lords  and  upon  all 
the  people  that  were  in  it.  So  the  dead  he  slew 
at  his  death  were  more  than  those  whom  he 

had  slain  during  his  life.         ,   .      ,  > 

6       J        —Judges  16:30 

If  worse  came  to  worst  and  it 
looked  like  Brascan  was  going  to  suc- 
ceed, we  were  going  to  tell  the  share- 
holders we  could  liquidate  the  company 
for  $45  per  share.  We  called  it  the  'Sam- 
son in  the  Temple'  option."  The  confi- 
dence is  from  one  of  the  hired  hands 
involved  in  protecting  F.W.  Woolworth 
Co.'s  honor  from  what  its  management 
perceived  as  rape  by  the  Canadian  hold- 
ing company. 

As  it  turned  out,  Woolworth  didn't 
have  to  wrench  the  pillars  apart.  In  fact, 
this  particular  Samson  probably  had  no 
intention  of  doing  so;  he  may  just  have 
wanted  something  in  reserve  to  con- 
vince the  stockholders  that  they 
shouldn't  accept  Brascan's  offer  of  $35 
for  a  stock  that  the  market  had  said 
wasn't  worth  $25.  In  any  case,  he  may 
yet  need  all  his  strength — and  all  his 
guile.  The  Tisch  brothers  of  Loews  Corp. 
have  been  buying  up  the  Woolworth 
shares  arbitrageurs  have  been  unloading. 
The  Tisch  brothers  are  tougher  than  the 
rather  gentlemanly  Canadians. 

So,  what's  new?  All's  fair  in  love  and 
proxy  fights,  isn't  it?  What's  new  is  this: 
In  suggesting  liquidation,  the  Woolworth 
protector  was  mentioning  the  unmen- 
tionable. It  is  well  known  that  takeover 
artists  often  sell  off  part  of  their  prize  at  a 
good  price  and  end  up  with  the  remains 
for  practically  nothing.  Is  there  any  rea- 
son why  companies  can't  copy  that  tac- 
tic themselves?  Sell  the  British  or  Ger- 
man Woolworth,  for  example.  Or  its 
prosperous  Kinney  Shoe  division.  Keep 
the  rest.  Or  keep  the  profitable  parts 
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anyway.  Just  ask  yourself:  What  would 
Larry  Tisch  do? 

Yes,  liquidation  may  be  getting  al- 
most respectable.  Consider  the  case  of 
UV  Industries.  For  the  past  few  years, 
Martin  Horwitz,  the  chief  executive  of- 
ficer of  the  $600  million  conglomerate, 
has  been  playing  cat-and-mouse  with 
the  celebrated  Victor  Posner.  Posner 
owned  over  20%  of  UV's  stock  and 
judging  by  his  record  of  unfriendly  take- 


overs, Posner  could  turn  snarly  raider  at 
a  moment's  notice.  Horwitz  decided  not 
to  wait  for  the  notice.  Last  December 
he  sold  UV's  Federal  Pacific  Electric 
division — 60%  of  sales — to  Reliance 
Electric.  Stockholders  cheered.  The  pro- 
ceeds equaled  $22  per  UV  share,  $2  per 
share  more  than  the  whole  company 
was  selling  for  last  summer.  When  Hor- 
witz decided  to  liquidate  the  rest  of  the 
company,  Posner  tried  to  buy  additional 
shares  to  block  the  plan,  but  Horwitz 
outmaneuvered  him.  Analysts  estimate 
the  shareholders  could  get  over  $30  per 
share  from  liquidation — a  50%  premium 
over  the  old  market  price.  Horwitz  him- 
self had  180,000  shares  and  this  spring 
he  picked  up  an  option  to  buy  90,000 
more  at  $15  per  share — leaving  him  over 
$3  million  better  off  than  he  was  this 
time  last  year — and  not  just  on  paper. 

"The  stock  market  is  and  has  been  for 
some  time  depressed,"  Horwitz  told  his 
fellow  investors.  "The  sale  of  assets  af- 
fords a  mechanism  for  realizing  inherent 
values  for  shareholders  while  avoiding 
the  possibility  of  control  being  grasped 
by  those  who  offer  no  plan  for  the  public 
shareholder."  Posner  might  not  have 
liked  that  last  crack  but  he  can  hardly 
complain.  He  and  his  outfits  pocketed  a 
nice  profit  on  their  UV  shares. 

Nor  need  you  weep  for  Marty  Horwitz. 
He  is  not  going  to  be  just  another  unem- 
ployed millionaire.  The  betting  is  that  he 
will  head  UV's  spun-off  $200  million 
(sales)  Mueller  Brass  subsidiary. 

Liquidation  has  become  the  newest 
game  on  Wall  Street.  In  the  case  of  several 
companies  in  the  past  year — Deltec  Inter- 
national, Bates  Manufacturing  and  Great 
Basin  Petroleum,  to  name  a  few — the 
possibility  of  liquidation  was  a  signal  for 
an  immediate  rise  in  the  price  of  their 
stock.  Brokers  now  pass  rumors  of  liquida- 
tion as  quickly  as  they  whisper  hints  of 
tender  offers.  Last  month,  when  the  Wall 
Street  Journal  published  a  report  showing 
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that  Vornado  Co.  could  be  worth  some  $55 
per  share  if  liquidated,  the  stock  jumped 
3>  Vn  to  23%  the  next  day. 

With  the  market  turning  vulture,  there 
could  be  pressure  on  managements  of 
companies  whose  stock  remains  low  to 
consider  liquidation.  Says  William  E. 
Chatlos,  a  merger  consultant  at  New 
York's  Georgeson  Co.:  "Ben  Graham 
told  us  40  years  ago  that  the  only  thing 
the  uninvolved  stockholder  gets  is  mar- 
ket price  and  dividends.  Earnings  don't 
mean  a  damn,  except  as  reflected 
through  the  market.  You  will  see  more 
and  more  stockholder  proposals  asking 
management  to  go  out  and  seek  fair  mar- 
ket value,  by  liquidation  if  necessary." 

As  if  to  prove  Chatlos'  point,  former 
Texas  conglomerator  Jimmy  Ling,  in 
league  with  Florida  real  estate  man  John 
Bertoglio,  is  trying  to  woo  shareholders 
at  Oklahoma-based  Texas  International 
with  the  bait  that  TI's  assets  could  be 
sold  for  over  $20  per  share.  Since  Ling 
and  Bertoglio  bought  up  4.9%  of  the 
company,  the  stock  has  risen  from  9  to 
15.  Ling's  reputation  as  a  manager  isn't 
much  these  days,  but  investors  presum- 
ably figure  he  can't  foul  up  a  simple  dis- 
memberment job. 

The  problem  with  playing  the  game  of 
liquidation  is  that  it's  a  lot  simpler  to 
tack  a  price  on  an  asset  than  it  is  to 
realize  that  price.  In  the  past,  successful 
liquidations  from  the  shareholders'  point 
of  view  have  involved  those  companies 
with  assets  in  the  ground — like  real  es- 
tate or  oil  and  gas  reserves — where  value 
could  be  more  easily  established.  In  the 
case  of  Shenandoah  Oil  Co.  (Forbes,  Aug 
7,  1978),  Chief  Executive  Officer  B.J.  Kel- 
lenberger  liquidated  the  company  for  al- 
most $40  per  share,  double  what  the 
stock  had  been  selling  for  a  year  earlier. 

If  a  management  is  really  smart  it  can 
both  liquidate  and  not  liquidate — get  rid 
of  its  unhappy  stockholders  without 
shrinking  the  company.  Henry  E.  Single- 
ton of  Teledyne  (see  p.  45)  has  pulled  that 
trick  off.  Ashland  Oil  may  follow  in  his 
footsteps,  but  it  is  too  early  to  tell.  Ash- 
land is  selling  oil  and  gas  assets  and  using 
the  money  both  to  buy  other  kinds  of 
assets  and  to  shrink  the  capitalization 
and  debt  at  the  same  time.  This  is  not  so 
much  liquidation  as  it  is  redeployment — 
a  good  idea  but  hard  to  execute.  Whether 
Ashland  Chairman  Orin  E.  Atkins  will 
be  as  successful  as  Henry  Singleton  re- 
mains to  be  seen.  But  investors  seem  to 
like  what  he  is  doing.  Ashland  stock  has 
about  doubled  in  the  year  since  the  com- 
pany began  stripping  its  own  assets. 

So  you  may  be  hearing  a  great  deal  of 
talk  about  potential  liquidations.  Don't, 
however,  take  it  too  seriously.  Remem- 
ber Willard's  Law?  The  crusty  old  presi- 
dent of  the  Baltimore  &  Ohio  Railroad 
declared:  "No  president  of  a  company 
willingly  merges  himself  out  of  a  job."  Or 
liquidates  himself  out.  ■ 


Hanging  by  their  old  school  ties,  the  once 
preeminent  investment  bankers  are  only  now 
emerging  from  a  painful  limbo. 


Has  First  Boston 
bottomed  out? 


A securities  offering  for  the  Mel- 
lon Bank  underwritten  by  Gold- 
man, Sachs  (or  Blyth  Eastman 
Dillon?)  would  have  been  less  likely  than 
Henry  Ford  driving  a  Chevy.  But  it  actu- 
ally happened  this  June.  The  ties  that 
bound  the  Mellon  Bank  to  First  Boston 
Corp.,  the  traditional  investment  banker 
for  the  vast  Mellon  interests — including 
Gulf  Oil,  Alcoa  and  the  bank — are  frayed. 
Shorn  of  its  Mellon  connection,  the  vir- 
tually limitless  prestige  that  attended 
First  Boston  when  it  dominated  major 
corporation  financing  has  become  irrele- 
vant with  the  rise  of  a  group  of  aggressive 
"outsiders"  like  Salomon  Brothers,  Mer- 
rill Lynch  and  Goldman,  Sachs,  firms 
that  recently  fought  their  way  past  the 
old-boy  network  to  commanding  posi- 
tions in  corporate  finance.  Other  threat- 
ened eminences  in  the  field,  Morgan 
Stanley  for  example,  discovered  the  new 
realities  and  responded  before  First  Bos- 
ton's people  had  begun  to  get  a  clear 
picture  of  what  was  happening  to  them. 
Corporations,  including  Mellon  Bank, 
began  looking  for  the  best  price  and  the 
best  service,  not  just  access  to  a  rarefied 
world  of  clubs  and  cronies. 

First  Boston's  President  Peter  T.  Bu- 
chanan, 44,  has  a  ready,  one-word  an- 
swer— "yes" — to  the  question:  Will  the 
firm  make  it?  The  point,  however,  is 
that  the  question  is  asked  and  frequently 
on  Wall  Street.  First  Boston  is  working 
hard  to  update  its  image — symbolically 
even  switching  from  its  age-old  anagram 
FOB  to  the  newer  one,  FBC. 

Back  at  the  beginning  of  that  glorious 
and  loony  decade  of  the  1960s,  FBC  was 
the  undisputed  top  firm  in  total  volume 
of  corporate  underwriting.  But  that  de- 
cade also  saw  an  awakening  of  corporate 
treasurers  to  the  opportunities  for  so- 
phisticated money  management.  Re- 
sponding to  this  new  competitiveness, 
firms  in  such  other  investment  fields  as 
bond  trading  and  retail  stock  brokerage 


First  Boston  's  Peter  Buchanan 

Things  will  never  be  quite  the  same. 

went  after  the  big  money  to  be  made  in 
investment  banking.  They  were  most 
likely  the  principal  long-term  beneficia- 
ries of  the  so-called  go-go  years.  And 
such  as  FBC  were  among  the  principal 
losers. 

By  the  early  1970s  the  firm  had  fallen 
to  third  place  (and  to  fifth  place  by  19781 
in  total  volume  as  corporate  clients  in- 
creasingly insisted  that  other  firms  serve 
as  co-managers  on  their  offerings.  But 
the  firm's  top  people  still  ran  the  busi- 
ness with  an  aloof  clubby  attitude  rather 
than  fighting  off  competition  and  aggres- 
sively searching  for  new  business  from 
new  clients. 

By  1 97 1  Ralph  Saul,  head  of  the  Ameri- 
can Stock  Exchange,  was  made  chairman 
of  the  executive  committee  to  strength- 
en management  and  long-range  business 
development  for  FBC.  But  in  1973  he  left 
for  the  top  spot  of  the  INA  financial 
conglomerate. 

In  May  1975  FBC  made  what  seemed 
like  another  major  move  to  halt  its 
declining  fortunes.  It  went  outside  again 
and  hired  George  L.  Shinn,  then  presi- 
dent of  Merrill  Lynch,  as  chairman. 
That  deal  looked  good  for  both  sides. 
Shinn  after  all  was  coming  from  the 
biggest  firm  in  the  industry  and  one  that 
had  made  the  move  from  a  sprawling 
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retail  brokerage  to  an  aggressive  finan- 
cial department  store  that  was  giving 
FBC  and  everybody  else  a  run.  For 
Shinn,  who  would  probably  never  get  to 
succeed  Merrill  Lynch  Chairman  Don- 
ald Regan,  this  was  the  big  chance  to 
move  to  the  top. 

But  Shinn,  56,  has  been  something  of  a 
disappointment  to  the  firm.  An  aloof, 
thoughtful  man  who  is — as  might  be  ex- 
pected of  the  number  two  under  Regan — ' 
an  able  administrator,  Shinn  has  moved 
too  slowly  for  the  directors  of  FBC.  That's 
why  Buchanan  was  made  president  in 
April  1978.  Buchanan  came  to  the  firm  in 
1956,  fresh  out  of  Princeton  and  the 
Army,  and  spent  most  of  his  time  on  the 
trading  side  of  the  business,  where  quick 
decisions  were  part  of  the  daily  routine. 
Early  last  year,  the  board  of  First  Boston, 
for  the  very  first  time,  sat  through  a 
presentation  of  a  plan  to  boost  corporate 
finance  business.  The  plan  called  for  set- 
ting up  corporate  finance  staff  in  12  exist- 
ing FBC  offices  to  get  regional  business  of 
a  scale  First  Boston  had  hardly  bothered 
about  before.  That  part  of  the  plan  was 
modeled  after  Goldman,  Sachs '  successful 
method.  Previously,  FBC  farmed  out  its 
local  distribution  to  smaller  regional  bro- 
kerage houses. 

So  how's  business  now?  You  shouldn't 
ask,  at  least  not  about  last  year.  "Last  year 
was  the  pits,"  says  Albert  Wojnilower, 
the  renowned  economist  who  is  an  FBC 
managing  director.  Because  bond  prices 
were  down,  the  firm  barely  broke  even, 
netting  only  $1.1  million. 

"That  was  the  last  year  of  the  past," 
Wojnilower  forecasts.  That,  of  course, 
remains  to  be  seen.  Among  those  watch- 
ing with  more  than  casual  interest  will  be 
the  Swiss  bankers  who  are  now  FBC's 
biggest  shareholders  through  their  inter- 
national   affiliate,    Financiere  Credit 

;  Suisse-First  Boston,  based  in  Zug,  Swit- 
zerland. Credit  Suisse  got  its  holdings  of 
FBC  when  Merrill  Lynch  acquired  White 

;  Weld  &  Co.  last  year.  In  1974  White  Weld 
had  set  up  an  international  operation  in 
partnership  with  Credit  Suisse.  But  when 
Merrill  Lynch  got  hold  of  the  firm,  it 
decided  it  didn't  want  the  partnership.  So 

J!  FBC  took  on  the  relationship  that  White 
Weld  had  made. 

FBC  currently  holds  34%  of  Financiere, 
Credit  Suisse  47%.  Financiere  in  turn 

J  holds  35%  of  all  the  capital  stock  and  4 1  % 
of  the  voting  stock  of  FBC.  (The  Mellons 
now  own  only  about  12%,  all  of  that 

i  nonvoting.) 

Things  started  to  look  a  lot  better  in  the 
first  quarter  of  1979  with  profits  up  to 
$3.9  million,  to  $21  a  share,  on  revenues 
of  $32  million,  though  that  rate  of  growth 
is  likely  to  drop  somewhat  during  the  rest 
of  the  year.  Clearly  then,  FBC  is  hardly  on 
the  ropes. 

Above  all,  FBC  is  making  a  determined 
effort  to  look  a  lot  different  than  it  used 
to.  It  went  after  the  financial  advisorship 


of  a  $5  billion  hydro  project  in  South 
America  and  beat  out  Morgan  Stanley  for 
the  $100,000-a-month  fee.  When  FBC 
persuaded  Warner-Lambert  Co.  to  ac- 
cmire  Entenmann's,  Inc. — a  $169  milhon- 
a-year  operation — it  was  dealing  with  the 
sort  of  small  deal  it  seldom  had  time  for  in 
the  past.  Later,  as  sole  manager  of  a  $500 


million  offering  of  floating-rate  notes,  the 
firm  brought  in  more  than  $2  million  in 
commission. 

So  first,  First  Boston  has  clearly  demon- 
strated it  can  survive — perhaps  even  pros- 
per— in  the  new,  competitive  environ- 
ment. But  things  will  never  be  quite  what 
they  were.  ■ 


Wheeling- Pittsburgh  Steel  is  pleading  for  the 
government  to  bail  it  out.  And  some  very 
smart  speculators  are  hoping  that  Uncle  Sam 
will  come  through. 


Lockheed 
all  over  again? 


Senator  Jennings  Randolph  (D-W. 
Va.)  has  both  hands  on  a  shovel, 
while  Wheeling-Pittsburgh  Steel 
Corp.  Chairman  Dennis  Carney  stands 
beside  him  smiling.  The  occasion  was  a 
groundbreaking  late  in  March  for  the 
company's  new  rail  rolling  mill  just 
south  of  Pittsburgh. 

The  picture  graces  Wheeling's  current 
quarterly  report  to  stockholders,  but  de- 
spite its  happy  faces  there  is  still  no 
answer  to  one  very  important  question: 
Where's  the  $105  million  coming  from 
to  pay  for  the  mill?  It  is  impossible  for 
Wheeling,  a  marginal  company  at  best, 
to  raise  money  without  help.  Early  last 
year,  in  fact,  the  firm  was  so  capital 
hungry  that  it  sold  $8.7  million  in  pre- 
ferred stock  to  its  own  employees. 

Carney,  who  came  to  Wheeling-Pitts- 
burgh in  1974  after  32  years  at  U.S.  Steel, 
thinks  a  move  into  railmaking  is  essen- 
tial for  his  $1.2  billion-a-year  company. 
Aside  from  overextended  LTV  Corp.,  it 
has  the  weakest  balance  sheet  among  the 
integrated  steel  giants  and  the  heaviest 
dependence  on  cyclical  flat-rolled  prod- 
ucts. To  pay  for  diversification  plus  $86 
million  in  mandatory  pollution-control 
gear,  Wheeling  needs  $140  million  in  fed- 
eral loan  guarantees. 

To  put  that  request  in  perspective,  the 
total  market  value  of  Wheeling-Pitts- 
burgh's equity  is  less  than  $75  million. 
With  spotty  earnings,  the  company  can't 
go  to  the  banks.  So  Carney  headed  for 
Washington,  reminding  the  politicians 
that  his  plants  provide  nearly  15,000 
jobs.  Shades  of  Lockheed!  The  differ- 
ence, of  course,  is  that  with  refinancing 


the  aerospace  giant  was  a  safe  bet  to 
become  profitable  again.  There  is  no  as- 
surance that  Wheeling-Pittsburgh's  aging 
mills  can  ever  be  fully  competitive. 

Already,  the  issue  of  whether  to  aid 
Carney's  company  has  sparked  two  un- 
usually contentious  Senate  hearings.  A 
Wheeling  spokesman  says  its  chief  ex- 
ecutive is  now  "on  vacation"  and  unable 
to  answer  further  questions,  but  among 
the  issues  raised  are  the  following: 

•Other  steel  companies  already  in  the 
rail  business  claim  that  Wheeling's  subsi- 
dized entry  amounts  to  unfair  competi- 
tion. This  is  aggravated,  they  argue,  be- 
cause the  industry  appears  to  be  heading 
into  a  period  of  overcapacity  that  govern- 
ment studies  ignore. 

•Wheeling's  stock  price  has  more  than 
doubled  in  the  past  six  months,  and 
some  of  Carney's  statements  to  the  press 
hint  that  as  soon  as  its  loan  guarantee  is 
approved  the  company  will  be  acquired, 
perhaps  by  a  foreign  firm. 

•In  its  April  report  to  stockholders, 
Wheeling  said  that  "commitments"  for 
the  loan  guarantees  were  in  hand.  In  fact, 
neither  agency  involved  has  yet  taken 
final  action  on  the  corporation's  re- 
quests, and  in  one  instance  no  formal 
application  was  filed  until  mid-May. 

Recent  legislation  linked  to  trigger- 
pricing  of  steel  imports  also  created  a 
special  loan  guarantee  program  for  the 
industry.  This  is  the  fund  Wheeling- 
Pittsburgh  would  like  to  tap  into, 
though  so  far  other  major  producers 
have  shied  away.  "They  think  it's  the 
foot  in  the  door  to  federal  control," 
says  one  trade  association  official.  "The 
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unions  got  that  aid  package  set  up." 

Wheeling,  the  nation's  eighth-largest 
steelmaker,  is  asking  for  the  maximum 
amount  of  assistance  it  can  get,  and  the 
three  firms  that  now  make  steel  rails — 
Bethlehem  Steel,  Crane  Co.'s  Colorado 
Fuel  &  Iron  and  U.S.  Steel — have  orga- 
nized a  lobbying  effort  to  challenge  Car- 
ney's diversification.  "We  didn't  wait  for 
a  handout;  we  went  to  the  private  sector 
for  our  money,"  says  CF&I  President 
Robert  Slater.  "Now  we're  being  penal- 
ized for  it."  CF&I  is  paying  12%  interest 
on  its  recently  completed  $85  million 
rail-mill  modernization  project;  Wheel- 
ing, which  can't  borrow 
without  federal  help,  plans 
to  finance  its  new  facility 
for  10%. 

By  contrast,  competi- 
tors don't  object  to  Wheel- 
ing's bid  for  guarantees  to 
buy  pollution  control 
equipment.  That's  why 
Carney  states  his  funding 
requests  shrewdly:  Wheel- 
ing needs  the  rail  mill,  he 
explains,  to  provide  cash 
flow  to  service  the  pollu- 
tion loans.  Without  the 
whole  package,  the  com- 
pany is  likely  to  be  forced 
out  of  business  during  the 
next  steel  slump. 

That  threat  frightens 
politicians — most  impor- 
tantly West  Virginia's  Sen- 
ator Randolph.  Nearly 
5,000  residents  of  his  state 
work  for  Wheeling-Pitts- 
burgh, and  Randolph's 
Public  Works  Committee 
oversees  the  Economic  De- 
velopment Administra- 
tion, a  Commerce  Depart- 
ment agency  that  runs  the 
steel  aid  program.  Already, 
EDA  officials  seem  to  have 
the  company's  best  inter- 
est in  mind.  Before  backing 
the  Wheeling-Pittsburgh 
requests,  EDA  must  find 
that  there  is  a  need  for  a 
new  railmaking  plant.  To 
bolster  that  case,  its  "independent"  study 
cited  eight  outside  estimates  of  current 
nationwide  capacity,  accepted  the  lowest 
one  and  reduced  it  by  20% . 

With  such  friendly  treatment  from 
the  bureaucrats,  it  isn't  surprising  that 
Wheeling-Pittsburgh's  stock  is  rising. 
Aided  as  well  by  a  robust  demand  for 
steel,  its  shares  have  spurted  from  9  late 
last  year  to  nearly  19  today — a  greater 
percentage  gain  than  any  other  integrat- 
ed producer.  Through  Loews  Corp.,  in- 
vestor Lawrence  Tisch  has  owned  25% 
of  the  company  for  nearly  five  years,  but 
recently  two  other  outsiders  have  accu- 
mulated major  positions:  Wedbush,  No- 
ble, Cooke,  Inc.,  a  Los  Angeles  broker- 


age firm,  holds  8%,  and  Victor  Pos- 
ner, the  slumlord-turned-corporate-raid- 
er, has  5%.  "You've  got  nearly  40%  of 
the  stock  in  weak  hands,  held  by  people 
who  bought  in  at  substantially  below 
today's  price,"  explains  a  Manhattan 
merger  lawyer.  "Add  to  that  an  $80  per 
share  book  value  with  the  possibility  of 
solid  107..  financing,  and  this  is  an 
obvious  takeover  target  for  somebody." 

The  leverage  potential  is  tremendous. 
During  the  1974  boom  Wheeling-Pitts- 
burgh earned  close  to  $20  a  share,  but  it 
was  in  the  red  two  of  the  next  three 
years  and  barely  broke  even  during  the 


Senator  Jennings  Randoljyli  with  Wheeling  Chairman  Dennis  Carney 
Despite  his  urge  to  dig,  industry  opposition  surrounds  the  govern- 
ment's steel  aid  program  that  Carney  hopes  will  fund  this  new 
mill.  So  far,  applications  are  in  for  only  a  fraction  of  the  $500 
million  available  under  the  scheme — and  the  two  small  producers 
that  did  receive  assistance  are  both  owned  by  European  firms. 


third.  With  cheap  government  financ- 
ing, profits  could  soar  even  higher  in 
another  strong  steel  market.  Recently, 
Carney  has  cut  employment  by  4,000, 
and  the  new  loans  would  increase  total 
capital  by  nearly  50%.  Long  run,  the 
prospects  aren't  good;  but  long  run  the 
big  speculators  may  no  longer  be  in  the 
picture. 

One  problem  is  that  Carney,  appar- 
ently out  to  achieve  two  incompatible 
objectives,  has  been  putting  his  foot  in 
his  mouth.  He  helped  push  up  the  com- 
pany's stock  price  this  spring  in  inter- 
views with  Business  Week  and  the  Wall 
Street  Journal  when  he  claimed  Wheeling 
was  being  courted  by  unnamed  foreign 


suitors.  That  hardly  helped  his  case  for 
wangling  federal  assistance.  The  same 
for  a  subsequent  interview,  this  time  in 
the  trade  publication  American  Metal 
Market.  On  the  strength  of  forthcoming 
loan  guarantees,  Carney  boasted,  Wheel- 
ing negotiated  a  supplemental  $77  mil- 
lion bank  credit  line,  some  of  which 
would  be  used  for  acquisitions.  When 
Senate  questioners  asked  why  the  gov- 
ernment should  guarantee  loans  to  a 
company  that  could  borrow  freely  to  pay 
for  diversification,  Carney  claimed  he'd 
been  misquoted. 

Perhaps  Carney's  most  serious  blun- 
der, however,  is  the  lan- 
guage in  Wheeling-Pitts- 
burgh's April  27  stock- 
holders' report.  It  states 
in  text  and  headlines  that 
the  company  has  "com- 
mitments" for  $140  mil- 
lion in  federal  loan  guar- 
antees. Neither  EDA  nor 
the  Farmers  Home  Ad- 
ministration, slated  to 
provide  $40  million  of  the 
package,  has  yet  taken  fi- 
nal action  on  the  re- 
quests. FHA  officials,  in 
fact,  say  that  the  corpora- 
tion's loan  application 
was  not  filed  until  May 
18.  Carney  admitted  to 
the  Senate  that  the  guar- 
antees are  still  under  ne- 
gotiation. "But  I  feel  we 
have  a  commitment,"  he 
concluded. 

Others  think  a  bit  more 
precision  is  called  for. 
"Because  this  loan  is  so 
significant  for  this  com- 
pany, you  need  a  very  pre- 
cise statement  of  its  sta- 
tus," says  foseph  Wyman, 
a  steel  industry  analyst  at 
Shearson  Hayden  Stone. 
Senator  Lowell  Weicker 
(R-Conn.),  who  has  led 
the  criticism  of  Wheel- 
ing's requests,  is  more  di- 
rect: "It's  a  clear  securi- 
ties-law violation." 

then,  even  though 


At  the  moment,  then,  even 
the  ground  has  been  broken  for  Wheel- 
ing-Pittsburgh's new  rail  mill,  the  mon- 
ey isn't  there.  Instead,  there  are  lots  of 
messy  questions  that  its  chairman,  once 
so  ready  to  talk  to  the  press,  doesn't 
seem  eager  to  answer. 

Perhaps  the  biggest  question  people 
will  ask  is:  Why  should  the  government, 
in  the  interests  of  protecting  a  lot  of 
jobs,  hand  a  big  fat  capital  gain  to  Larry 
Tisch,  Victor  Posner  and  Dennis  Car- 
ney— who,  not  incidentally,  owns 
22,000  shares  of  Wheeling-Pittsburgh 
stock?  Maybe  all  those  steelworkers  de- 
serve retraining  or  a  federal  subsidy,  but 
do  Tisch,  Posner  and  Carney-  ■ 
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The  global  chess  game  called  'electronic  war- 
fare' has  created  a  $3  billion  high-technology 
market  growing  at  15%  a  year 


SALT,  SAMs  and 
silver  bullets 


^Egyptian  Russian-built  surface-to-air  missile 

A  never-ending  game  of  move,  countermove  and  counter-countermove. 


By  Howard  Rudnitsky 

Like  Austerlitz  and  Gettysburg, 
the  1973  Mideast  conflict  changed 
the  tactics  of  battle.  The  Israeli 
army,  one  of  the  finest  in  the  world,  lost 
hundreds  of  tanks  and  planes  in  a  few 
weeks  against  its  vastly  less  sophisti- 
cated opponents.  But  at  the  same  time, 
Israeli  gunboats  were  sinking  or  dis- 
abling two-thirds  of  the  Egyptian  fleet. 
The  difference  lay  in  the  black  boxes  that 
jam  radar,  intercept  or  deceive  commu- 
nications and  are  collectively  called 
"electronic  warfare."  Israeli  gunboats 
had  the  latest  technology.  Israeli  planes 
did  not.  Says  a  U.S.  electronics  expert: 
"What  it  showed  was  that  you  can't  sur- 
vive a  modern  war  with  just  missiles." 

The  Israelis  weren't  the  only  ones 
shaken  by  the  experience.  It  intensified 
the  electronic  chess  game  between  the 
U.S.  and  its  NATO  allies  on  one  side  and 
the  U.S.S.R.  and  the  Warsaw  Pact  na- 
tions on  the  other.  In  1979  this  game  of 
technological  measure,  countermeasure 
and  counter-countermeasure  will  provide 
a  $3  billion  market  for  a  relative  handful 
of  U.S.  high-technology  companies.  It 
has  been  growing  at  over  15%  a  year 
since  1965.  As  long  as  East  and  West 
keep  moving  the  pieces,  it  will  keep 
growing. 

The  field  is  dominated  by  a  half-dozen 
subsidiaries  of  big  defense  contractors 
like  Raytheon  Co.,  Northrop  Corp.,  ITT, 
Westinghouse  and  TRW  Inc.;  and  a 
clutch  of  rapidly  growing  independents: 
Loral  Corp.  of  New  York,  Sanders  Asso- 
ciates, Inc.  of  Nashua,  N.H.,  Dallas-based 
E-Systems,  Inc.  and  Itek  Corp. 

Most  of  the  conglomerates'  electronic- 
warfare  (EW)  numbers  are  obscured  in 
corporate  earnings,  but  the  indepen- 
dents' results  show  how  profitable  it  can 
be  to  help  develop  the  tactical  electronic 
weapons  of  the  future.  Take  Yonkers, 
N.Y.-based  Loral  Corp.  When  Bernard  L. 
Schwartz  left  the  chairmanship  of  the 
executive  committee  of  the  old  Leasco 
Corp.  (now  Reliance  Group)  to  take  over 
Loral  in  1972,  it  was  doing  $32  million  a 
year  in  defense  business,  and  losing  mon- 
ey on  it.  Since  1975,  when  it  broke  into 
the  black,  its  earnings  per  share  have 
grown  at  26%  a  year  (Forbes,  July  J. 
1977).  Last  year  Loral  Corp.  had  sales  of 
$131  million,  net  profits  of  $10  million,  a 
31%  return  on  equity  and  a  $234  million 
backlog. 

Sanders,  too,  has  earned  better  than 
25%  on  equity  since  1976,  and  its  earn- 
ings have  sharply  increased  since  the 
company  sold  its  money-losing  comput- 
er business  and  concentrated  on  elec- 
tronic warfare.  Itek's  electronic-warfare 
operations  account  for  nearly  30%  of  its 
$265  million  in  revenues.  About  half  of 
the  $340  million  revenues  of  E-Systems 
are  in  EW  work.  Northrop,  one  of  the  few 
big  companies  that  break  out  such  num 
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bers,  says  its  EW  and  communications 
division  has  doubled  sales  every  two 
years  since  1972. 

The  overall  market  is  divided  into  two 
main  segments,  each  about  $1.5  billion, 
according  to  Robert  M.  Hanisee,  analyst 
at  Los  Angeles'  Crowell,  Weedon  &  Co., 
brokers.  One  is  electronic  countermea- 
sures  (ECM) — radar  warning  devices  and 
jammers  aboard  airplanes  and  ships  to 
protect  them  from  missiles  and  antiair- 
craft weapons.  The  other  segment  con- 
sists of  monitoring,  signal  intelligence 
and  surveillance  devices,  the  "passive" 
side  of  the  market,  where  the  main  play- 
ers are  Sanders,  Itek,  E-Systems,  Texas 
Instruments  and  Hughes  Aircraft  Co. 

Of  the  two  segments,  ECM  has  been 
growing  faster  in  the  last  few  years,  be- 


cause the  latest  ECM  is  precisely  what 
those  Israeli  planes  lacked — and,  to  a 
lesser  extent,  what  some  of  the  U.S. 
planes  lacked  that  fell  prey  to  Russian- 
made  SAM  (surface-to-air)  missiles  in 
Vietnam.  The  U.S.  and  its  allies  are  play- 
ing catch-up.  Says  Sanders  President  and 
(  EO  Jack  L.  Bowers,  whose  firm  is  one 
of  the  few  significant  factors  in  both 
sides  of  the  market — ECM  and  surveil- 
lance: "ECM  is  growing  because  of  the 
variety  and  accuracy  of  the  new  weapons 
developed  by  our  potential  enemies." 

ECM  these  days  comes  as  close  to  be- 
ing invulnerable  to  budget  cutbacks  as 
any  large-scale  weapons  system  can  be. 
When  Jimmy  Carter  canceled  the  B-l 
bomber  in  1977,  for  example  (after  $4 
billion  had  already  been  spent  on  it),  the 


B-l's  ECM  systems  were  not  canceled; 
they'll  be  used  to  upgrade  the  protection 
of  existing  B-52s.  Crucial  as  it  is,  the  cost 
of  an  ECM  system  per  plane  or  ship  is 
relatively  small — at  times  little  more 
than  $100,000  worth  of  black-box  equip- 
ment will  provide  protection  for  a  pilot, 
crew  and  a  $6  million  aircraft.  And  be- 
cause of  electronics'  characteristic  de- 
clining price  curve,  such  devices,  says 
Navy  Captain  Walter  Carlson,  a  top  elec- 
tronic-warfare official,  are  a  much  small- 
er part  of  the  "flyaway"  cost  of  a  Navy 
military  plane  than  they  were  in  1965 — 
about  5%  vs.  12%.  Explains  Carlson:  "In 
absolute  terms  ECM  is  more  expensive 
than  it  was  then,  but  if  a  suit  of  electron- 
ic armor  can  be  put  on  an  aircraft  for  5% 
of  the  total  cost,  it's  reasonable.  It's  like  a 


Over  a  decade  and  $  1  billion  worth 
of  electronic  measures  and 
countermeasures 


Measure 

Russians  build  surface- 
to-air  missiles  (SA-2) 
guided  by  Fan  Song  ra- 
dars in  the  late  Fifties 
and  early  Sixties. 


Fan  Song  B 


Fan  Song  E 


Countenneasure 

U.S.  equips  A-3s  and  A- 
6s  with  ALQ-19  and 
ALQ-41  radar-jamming 
systems  to  override  Fan 
Song  radars,  beginning  a 
family  of  ALQ  counter- 
measure  systems. 


Measure 

Russians  introduce  SA- 
3  missiles  guided  by 
Low  Blow  that  lowered 
radar  range  of  earlier 
model  Fan  Song  radars. 


Measure 

SA-4s  with  Pat  Hand  ra- 
dars (not  shown)  intro- 
duced in  Warsaw  Pact 
armies.  In  1966  the  Rus- 
sian-built equipment 
shoots  down  nearly 
10%  of  the  U.S.  mis- 
sions flown  over  N. 
Vietnam. 


Countenneasure 

Around  1966  U.S. 
adds  protection  sys- 
tems to  its  A-7s,  F-4s, 
and  F  105s  with  ALQ 
71  and  ALQ  72  for  use 
against  Fan  Song 
radars. 


SA,4GANEF 


SA-3  GOA 


34 


FORBES,  fULY  9,  1979 


life  insurance  policy." 

As  in  most  high-technology  military 
work,  the  government  invests  three  or 
four  research  dollars  for  every  one  the 
company  puts  in,  often  funds  equipment 
and  occasionally  a  plant,  and  doles  out 
progress  payments  as  the  work  proceeds. 
So,  to  an  extent,  the  industry  uses  gov- 
ernment capital. 

"We  invested  something  under  $2 
million  in  R&D  over  four  years  in  radar 
warning  technology  which  ended  up  on 
the  F-15,"  Loral's  Schwartz  says.  "We'll 
get  something  like  $300  million  to  $400 
million  in  business  out  of  that  invest- 
ment directly."  Another  Loral-built  air- 
craft protection  system,  the  Rapport  II, 
cost  about  $1.5  million  in  R&D  and  will 
return   at   least   $50   million — maybe 


many  times  that  if  Belgium,  which  has 
installed  it  on  59  Mirage  jets,  buys  it  for 
104  new  F-16s  as  well.  Loral's  own 
research  and  development  spending  last 
year  came  to  just  $3.5  million,  or  2.6% 
of  1978  sales. 

This  month  the  Navy  is  expected  to 
award  contracts  for  the  advance  design 
and  engineering  of  the  biggest  electronic 
warfare  project  to  date — the  ASPf  (Air- 
borne Self-Protection  Jammer).  The  win- 
ner— the  choice  is  either  ITT/Westing- 
house  or  a  Northrop/Sanders  team — will 
receive  $26  million  for  the  1980-81  peri- 
od. That's  only  for  openers;  the  potential 
production  award  for  the  mid-1980s 
and  beyond  could  run  to  $2 
billion. 

Excluding  the 


ASPJ,  analyst  Hanisee  expects  the  ECM 
market  to  taper  off  gradually  by  the  mid- 
1980s  to  a  growth  rate  of  about  10%  to 
12%,  "as  the  inventory  replacement  cy- 
cle of  aircraft,  under  way  now  in  new 
planes  like  F-15s,  F-16s,  F-18s  and  A-lOs, 
passes  its  peak."  But  by  that  time  the 
surveillance  market  may  already  be  big- 
ger, for  it  is  the  embryo  of  the  future 
"electronic  battlefield,"  of  Star  Wars-like 
devices  now  on 
the  drawing 


boards, 


ALQ-119 


AL9-135 


Countermeasure 

U.S.  beefs  up  F-4s  and 
F-105s  with  ALQ-87s — 
and  A-7s,  and  still  later 
EA  6Bs,  with  ALQ-100 
and  ALQ-101— to  foul 
up  SA-2  type  radars  in 
Vietnam.  By  early 
1970s  these  will  be  up- 
dated by  Air  Force  stan- 
dard jammer  ALQ-119 
to  cover  broader  range 
of  radar  bands. 


Countermeasure 

U.S.  revises  ALQ-lOOs 
with  ALQ  126  on  F-4s 
and  EA-6Bs;  ALQ-87 
and  ALQ-94  strapped  on 
Fills  to  override 
Straight  Flush  radars. 


Measure 

SA-6,  first  seen  in  1967, 
has  devastating  effect 
against  Israeli  planes 
and  tanks  in  1973  Yom 
Kippur  War  because  of 
lethal  Straight  Flush 
radars. 


Countermeasure 

U.S.  updates  its  F-4s 
with  ALQ  131,  F  Ills 
and  EF-lllAs  with 
ALQ-137,  F-14s  with 
new  ALQ-126s  and  F 
15s  with  ALQ  135 
(internal). 


Measure 

SA-8,  paraded  in  1975, 
has  its  own  radar  in- 
cluded on  moving  car- 
riage with  missiles. 


SA-8 


SA-6  Gainful 
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designed  to  knock  out  enemy  command 
enters  (so-called  "silver  bullet"  tactics) 
and  of  supersophisticated  communica- 
tions and  jamming  and  countersurveil- 
lance  systems  in  space.  (Both  Russia  and 
the  U.S.  have  agreed  not  to  arm  earth- 
orbiting  satellites,  but,  says  Salvatore 
Macera,  Itek's  executive  vice  president 
for  electronic  warfare,  there  will  be  a 
growing  need  "to  fly  up  and  identify" 
spy-in-the-sky  satellites  and  missiles.) 

SALT  n?  It  probably  won't  hinder 
"passive"  electronic  warfare  systems, 
says  Macera.  Indeed,  it  may  give  them 
impetus.  Says  he:  "SALT  by  its  very 
nature  requires  surveillance." 

If  electronic  warfare  is  such  a  great 
business,  how  come  everybody  isn't  in 
it?  Because  not  everybody  has  the  re- 
quired mix  of  skills  in  weapons  systems 
and  semiconductor  technology — particu- 
larly the  leading  edge,  very  high-speed 
integrated  circuits  (VHSIC).  The  Defense 


zeroing  in — not  only  because  their  heft 
may  be  required  but  because  the  con- 
tracts are  likely  to  get  bigger.  Says  the 
Navy's  Walt  Carlson:  "It's  become  clear 
that  ECMs  are  very  expensive  if  bought 
for  each  aircraft.  Now  it's  policy  to  have 
equipment  for  tactical  aircraft  as  well  as 
strategic  aircraft.  So  each  contract  will 
have  to  get  bigger  to  spread  the  cost." 

The  result:  "commonality,"  one  of  the 
key  buzzwords  in  EW,  a  push  to  develop 
systems  that  are'interchangeable,  service 
to  service,  or  even  NATO-wide.  The 
House  Armed  Services  Committee's  se- 
nior staffer  for  technology,  Anthony  R. 
Battista,  has  been  pushing  for  "a  single, 
advanced,  internal  jamming  system"  like 
the  ASPJ  for  virtually  all  Navy  and  Air 
Force  tactical  aircraft.  In  fact,  Battista 
suggests  the  possibility  that  Belgium's 
Loral-built  Rapport  system  "could  result 
in  Air  Force,  Navy  and  NATO  commonal- 
ity." Heady  wine  for  a  small  company — 


SAM  sites  in  North  Vietnam 

Black  boxes  are  still  a  bargain. 


Department  plans  to  spend  $200  million 
on  VHSIC  research  and  development 
over  the  next  six  years.  Many  of  the 
benefits,  says  Richard  Hartman,  editor- 
in-chief  of  Defense  Electronics  magazine, 
will  probably  accrue  to  EW.  Using 
VHSIC,  he  says,  a  complete  ECM  system 
could  be  installed  on  a  chip  in  the  nose  of 
a  homing  missile.  Or  superfast  sorting 
systems  could  be  built  to  separate  and 
identify  the  barrage  of  electronic  signals 
on  the  battlefield.  Says  Hartman:  "The 
key  to  electronic  warfare — and  all  weap- 
onry— is  the  integrated  circuit." 

That's  why  only  companies  with  "sys- 
tems capability"  and  advanced  semicon- 
ductor knowhow  can  expect  a  bigger 
chunk  of  the  business  in  the  1980s.  It 
won't  be  enough  to  be  a  Navy  or  Air 
Force  "house"  anymore.  Says  Hartman, 
who  was  a  Navy  consultant  for  ten  years: 
"If  you're  not  already  on  the  VHSIC 
bandwagon,  you  might  as  well  forget  it." 

That's  also  why  a  company  like  Texas 
Instruments  has  become  a  formidable 
competitor  in  recent  years,  mainly  on 
the  "passive"  side,  surveillance  and  mea- 
surement and  electro-optics.  Other  big, 
technologically  powerful  companies  are 


and  the  kind  of  potentially  huge  contracts 
that  bring  in  big  companies. 

But  commonality  has  its  risks.  In  an 
effort  to  cut  defense  fat,  the  House 
Armed  Services  Committee  is  trying  to 
ram  that  approach  down  the  throats  of 
the  armed  services  and  bidders.  In  the 
next  phase  of  the  ASPJ  project,  for  exam- 
ple, the  companies  paired  through  the 
research  and  development  phase  are  des- 
tined to  split  up  for  the  production.  The 
companies  say  it's  difficult  to  team  up 
with  someone  you  know  will  be  compet- 
ing against  you  later.  "It's  uncompeti- 
tive, anti-American,  and  neither  one 
likes  it,  but  half  a  loaf  is  better  than 
none,"  says  an  ITT  spokesman. 

Then  there's  the  traditional  rivalry  be- 
tween the  Air  Force  and  Navy.  Since  the 
Navy  was  designated  the  "lead"  service 
on  ASPJ,  observers  say  the  Air  Force  may 
have  to  pay  more  to  modify  the  final 
version  of  ASPJ  to  its  needs.  The  Air 
Force  is  continuing  to  develop  its  own 
earlier  version  of  aircraft  self-protection 
systems  for  the  early  1980s.  The  Belgian 
air  force  may  decide  to  expand  its  use  of 
Loral's  Rapport  system,  but  Loral, 
teamed  with  Cutler-Hammer  and  Ray- 


theon, was  spurned  for  the  U.S.  ASPJ. 
Their  system,  according  to  Captain  Carl- 
son, "was  built  for  the  Belgians  not  the 
U.S."  The  upshot,  one  engineer  notes, 
may  be  that  "the  Belgian  air  force  is 
standardized  with  the  U.S.  Air  Force,  but 
not  the  U.S.  Air  Force  with  the  U.S. 
Navy."  With  all  the  confusion  and  coun- 
termoves  on  the  part  of  companies  and 
armed  services,  ASPJ  may  never  fly  (al- 
though the  engineering  and  development 
will  be  used  elsewhere). 

Commonality  implies  other  risks.  If, 
say,  it  leads  to  longer  production  runs  per 
contract,  the  number  of  contracts  could 
well  decrease,  while  their  size  increases. 
In  the  end,  then,  that  may  mean  fewer 
players.  Last  January  Eaton  Corp.  ac- 
quired Cutler-Hammer,  whose  AIL  divi- 
sion is  one  of  the  most  successful  EW 
companies.  Last  year  TRW  bought  ESL, 
a  California  independent.  The  indepen- 
dents are  doing  some  acquiring  of  their 
own,  too.  Two  months  ago  Jack  Bowers 
announced  his  offer  of  $46  million  in 
cash  and  stock  to  acquire  CalComp,  a 
West  Coast  plotter'graphic-screen-dis- 
play  computer  company.  Itek  recently 
acquired  California's  Antekna,  which 
makes  simulators  used  to  train  elecronic- 
surveillance  personnel.  With  the  govern- 
ment making  progress  payments  and 
funding  a  good  part  of  their  R&D,  most 
EW  companies  have  the  cash  to  do  it. 

The  independents  that  survive  prob- 
ably will  be — like  both  Loral  and  Sanders 
but  unlike  most  companies — those  that 
have  a  position  in  ECM  and  surveil- 
lance— both  "active"  and  "passive." 

Not  the  least  problem  for  smaller  com- 
panies will  be  to  recruit,  and  then  retain, 
engineers  to  do  the  job.  They  are  in  short 
supply.  Says  the  Navy's  Carlson:  "The 
body-snatching  that's  going  on  now  is 
unbelievable — not  just  by  company  from 
company,  but  by  the  government  as 
well."  Loral  offers  stock  and  bonuses  to 
top  engineers  in  order  to  hold  on  to  its 
experienced  people,  the  key  to  reliability 
and  continuity  with  the  military'.  These 
key  people  make  up  the  "study  groups" 
that  often  can  get  their  company's  foot 
in  the  door  by  providing  special  analyses 
for  the  government  on  potential  new  en- 
emy weapons  systems.  Competition  to 
get  these  study  contracts  is  so  intense, 
says  Hartman,  that  some  companies 
"will  do  it  for  next  to  nothing." 

Will  anything  slow  things  down?  Says 
Hartman:  "Logic  says  after  its  phenom- 
enal growth  of  the  last  few  years,  elec- 
tronic warfare  should  become  a  more 
mature  industry" — but  probably  never 
completely  mature.  Once,  the  U.S.  won 
wars  by  producing  more  planes,  guns, 
tanks  and  shells  than  any  other  country 
in  the  world.  In  future  it  may  depend  on 
its  supremacy  in  the  technologies  of' 
semiconductors,  computers  and  commu- 
nications. And  the  chess  game  seems 
likely  to  go  on  for  a  long  time.  ■ 
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Our  cabin  is  as 
concerned  with  your 
working  environment 
as  you  are. 

Day's  end.  Conference  day  tomorrow  on 
another  coast.  And  you  work,  you  work  all  the  way. 

Now  count  on  Canadair  Challenger  to  give 
you  the  environment  you  demand. 

Challenger  is  the  only  wide-body  corporate 
jet.  With  the  capacity  for  a  real  work  environment. 
To  cut  distraction.  To  reduce  cramping.  With  room 
to  sit,  room  to  walk,  room  to  get  the  job  done. 

Efficient,  high-bypass  turbofan  engines  don't 
intrude.  You  fly  in  quiet,  faster  than  other 
business  jets,  farther  than  any  other  business  jet, 
with  fewer  stops  for  fuel. 

Your  work  counts.  For  more  about 
Challenger,  call  our  President,  James  B.  Taylor,  at 
(203)  226-158 1.  Or  write  to  him  at  Canadair  Inc. , 
Dept.  FB9,  274  Riverside  Avenue,  Westport, 
Conn. 06880. 


The  leader  in  range, 

speed,  and  wide-body  comfort. 

canadair 


I 
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GK  Technologies  is  meeting  today's  demands  and 
morrow's  challenges  with  technological  expertise: 
...In  Communications  Cable.  Our  General  Cable 
Company  has  been  a  leader  in  communications  cable  tech 
nology  for  decades.  We  are  the  leading  independent  supplie 
of  cable  and  related  products  to  the  telephone  industry  as 
well  as  to  construction  and  transportation  markets. 
...In  Lightwave  Communications  our  future  is  bright 
We  are  pioneering  the  use  of  fine  glass  fibers -like  those 
shown  above-" in  cables  for  voice,  data  and  video 

We  designed  and  produced  the  first  optical  fiber  cables 
for  installation  in  regular  telephone  service,  in  California  ai 
Belgium,  and  for  high— speed  communication  links  servi 
NASA,  the  U.S.  Air  Forceand  the  railroad  industry. 
...In  Electronics.  Our  Sprague  Electric  subsidiary  is'th 
nation's  leading  manufacturer  of  fixed  capacitors  and  a 


rporated 
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If  you  think  the  Sunbelt  is  an  ideal  place  to  do 
business,  take  a  look  at  the  poor  old  Southern 
Co.  Maybe  you  11  think  again. 


New  populists 

versus 

an  old  target 


By  Paul  W.  Sturm 


STATE  AFTER  STATE  in  the  South 
sells  itself  as  a  land  of  corporate 
milk  and  honey.  California  and 
New  England  are  easy  to  characterize  as 
antibusiness,  but  boosters  have  made  an 
art  form  of  touting  the  Sunbelt  as  the 
place  where  taxes  are  low,  unions  are 
weak  and  profit  is  not  a  dirty  word.  Be- 
fore acting  on  that  notion,  however,  any 
businessman  had  better  check  it  out 
with  Alvin  Vogtle,  chairman  of  Southern 
Co.,  the  nation's  largest  private  power 
producer,  which  serves  nearly  2.5  million 
customers  in  Alabama,  Florida,  Georgia 
and  Mississippi.  At  the  mo- 
ment, Vogtle  would  be  better 
off  if  his  business  were  con- 
centrated almost  anywhere 
else  but  Dixie. 

In  1978  when  earnings  at 
most  utilities  were  up  sub- 
stantially, at  Southern  they 
slumped  13%  to  just  $273 
million  on  revenues  of  al- 
most $3  billion.  The  decline 
continued  in  the  first  quarter 
of  this  year,  when  profits  fell 
one-third  from  1978's  al- 
ready depressed  level.  In  fact, 
Vogtle 's  company  is  now 
making  less  money  per  share 
than  it  did  a  decade  ago — and 
paying  out  about  $20  million 
ljnore  in  annual  dividends 
than  it  earns.  Return  on  equi- 
ty is  a  mere  8%,  vs.  an  indus- 
try average  of  nearly  12%. 

The  reason  for  these  poor 
results  isn't  bad  manage- 
ment. Nor  is  it  a  onetime  ca- 
tastrophe like  the  Three  Mile 
Island  difficulties  that  plague 
General  Public  Utilities. 
Rather,  Southern  now  faces 
what  is  perhaps  the  most 
hostile  regulatory  environ- 
ment in  the  history  of  inves- 
tor-owned  electric  compa- 


nies. Its  Alabama  Power  and  Georgia 
Power  subsidiaries,  which  combined  ac- 
count for  86%  of  corporate  revenues,  are 
waiting  for  over  $500  million  in  rate 
increases.  Despite  the  pressures  of  infla- 
tion, neither  company  has  received  per- 
manent rate  relief  since  1977.  Don't  tell 
Southern  Co.  shareholders  that  Dixie  is 
friendly  to  business.  They  know  better. 

Why?  Politics,  pure  and  simple.  In  the 
key  jurisdictions  Vogtle  must  deal  with, 
utility  regulators  are  elected  officials. 
Elsewhere,  similar  posts  are  usually  filled 
by  appointees,  but  in  the  South  lambast- 
ing the  power  company  as  a  candidate 
for  Public  Service  Commissioner  is  still 


Southern  Co  Chairman  A/rin  Vogtle 

To  keep  the  lights  on,  $500  million  in  rate  increases 


an  effective  way  to  launch  a  political 
career  (see  box,  p.  40).  "Power  down  here 
used  to  be  dirt  cheap,"  explains  Vogtle,  a 
courtly  60-year-old  lawyer  who  repre- 
sented Southern's  Alabama  affiliate  be- 
fore becoming  a  utility  executive. 
"Throughout  the  Sixties,  our  rates  kept 
going  down  because  of  the  economies  of 
scale,  and  now  that  they've  finally  start- 
ed to  go  up  the  increases  are  a  popular 
campaign  issue." 

Southern's  recent  rapid  growth  com- 
pounds its  problems.  Thanks  in  part  to 
its  own  successes  in  luring  new  business 
and  industry,  demand  on  Southern's  sys- 
tem used  to  grow  by  nearly  10%  a  year, 
25%  faster  than  the  industry  average.  To 
pay  for  all  that  expansion,  Vogtle  has 
filed  applications  that  amount  to  a  23% 
across-the-board  rate  hike  in  Alabama 
and  a  17%  increase  in  Georgia.  The  need 
for  such  hefty  jumps  stems  largely  from 
the  soaring  cost  of  new  generating  units. 
To  build  1  kilowatt-hour  of  coal-fired 
generating  capacity  now  takes  over  $500 
in  capital — more  than  five  times  what  it 
was  a  decade  ago.  As  a  result,  fully  one- 
fourth  of  the  over  $8.6  billion  worth  of 
utility  plant  Southern  now  has  on  its 
books  is  construction  work  in  progress, 
not  part  of  the  company's  present  rate 
base.  As  costly  new  plants  go  on  line, 
rates  should  rise  accordingly.  And  unfor- 
tunately for  Southern,  its  companies  also 
face  elected  regulators — none  of  whom 
wants  to  be  in  office  when  voters'  elec- 
tric bills  surge  to  pay  for  that  increase  in 
generating  expenses. 

The  result  at  the  moment 
is  near-chaos — at  least  at 
Alabama  Power,  Southern's 
most  troubled  affiliate.  At 
the  end  of  1978,  that  utility 
suspended  its  $700  million 
construction  program  and 
laid  off  some  4,000  workers. 
With  legal  restrictions  pro- 
hibiting the  company  from 
issuing  additional  long-term 
debt,  bankers  have  suspend- 
ed its  $500  million  revolving 
credit  agreement  and  short- 
term  borrowing  is  near  a 
lender-imposed  limit.  Senior 
Vice  President  Elmer  Harris 
adds  that  he  has  already  ar- 
ranged extended  payment  on 
some  $60  million  in  accounts 
payable  and  faces  over  4,000 
customers  waiting  to  be 
hooked  up  to  the  utility's 
system.  In  fact,  says  Harris: 
"We're  just  about  at  the  end 
of  our  rope." 

Georgia  Power's  cash  prob- 
lems are  not  so  urgent:  It  has 
sold  over  $1.2  billion  worth 
of  generating  capacity  to  lo- 
cal electric  cooperatives  over 
the  past  several  years,  and 
through  1987  it  stands  to  col- 
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lect  another  $1.7  billion  from  similar 
deals.  But  such  transactions  are  no  sub- 
stitute for  higher  rates. 

Despite  all  that,  the  lights  aren't  likely 
to  go  out  soon  in  either  Alabama  or 
Georgia.  Regulatory  agencies  in  both 
states  face  court-imposed  midsummer 
deadlines  for  decisions  that  should  ease 
the  immediate  crisis.  But  their  awards 
are  expected  to  be  only  a  fraction  of 
Southern's  requests,  and  the  company's 
run-in  with  local  politicians  casts  a  dis- 
tinct shadow  on  the  Sunbelt's  probusi- 
ness  image.  "When  we  think  about  locat- 
ing a  plant,  the  attitude  of  the  Public 
Service  Commission  is  very  important 
to  us,"  says  Gail  Nordyke,  purchasing 
manager  for  fuels  and  utilities  at  Olin 
Corp.,  largest  electricity  user  in  Alabama 
and  Georgia.  Nordyke  doesn't  welcome 
rate  increases,  but  he  doesn't  want  finan- 
cially unsound  utilities  either. 

What  worries  Nordyke  and  other  busi- 
nessmen is  another  tactic  of  procon- 
sumer  regulators:  In  Alabama,  Nordyke 
claims,  industrial  customers  pay  about 
125%  of  their  cost  of  service,  residential 
customers  just  75%.  "There's  a  limit," 
he  says,  "to  the  amount  of  subsidy  they 
can  expect  industry  to  provide." 

Al  Vogtle,  of  course,  has  more  immedi- 
ate worries.  Southern  Co.,  once  a  part  of 
huge  Commonwealth  &  Southern 
Corp.,*  was  the  first  holding  company  to 
emerge  after  New  Deal  legislation  res- 
tructured the  private  power  industry,  and 
today  it  has  some  330,000  sharehold- 
ers— more  than  any  other  electric  utility. 
To  keep  them  happy,  Southern  has  held 
its  dividend  steady  even  though  that  an- 
nual payout  now  amounts  to  an  alarming 
105%  of  aftertax  profits. 

Obviously,  such  a  cash  drain  can't  con- 
tinue. But  with  Southern's  common 
stock  now  selling  at  less  than  three- 
fourths  of  book  value,  Vogtle  can't  afford 
to  disappoint  investors  either.  His  com- 
pany must  issue  more  shares  soon  to  beef 
up  its  equity  ratio  for  further  borrowing 
to  finance  $5  billion  in  construction  be- 
tween now  and  1981.  "We've  got  the 
money  to  hold  the  dividend  until  next 
year,"  Vogtle  explains.  "But  if  we  tamper 
with  it,  we're  through  with  selling  com- 
mon stock  for  good." 

Privately,  Southern  executives  and 
some  regulators  warn  now  of  possible 
brownouts  and  rotating  power  cutbacks 
if  new  construction  efforts  are  stymied. 
And,  since  the  utility's  generating  plants 
are  largely  coal-fired,  the  culprits  of  any 
mini-energy  crisis  to  hit  what  has  been 
the  nation's  most  robust  region  will  be 
pragmatic  down-home  politicians — not 
alien  Arab  oil  sheikhs.  ■ 


'This  Meting  company  once  owned  165  separate  utili- 
ties, and  Wendell  Willkie,  its  New  York  lawyer,  became  its 
president  in  1933  Fly  wangling  a  $78  million  payment 
when  the  Tennessee  Valley  Antlx>hty  took  over  some  C&S 
subsidiaries,  Willkie  made  headlines  that  be/fied  launch 
his  political  career 


Power  politics, 
southern  style 

In  1918,  just  25  years  old  and  fresh  out 
of  law  school,  Huey  Long  knew  pre- 
cisely how  to  launch  his  political  ca- 
reer. He  campaigned  successfully'for 
Louisiana's  Public  Service  Commis- 
sion and  transformed  it  from  a  regula- 
tory backwater  into  a  regular  headline 
generator.  His  masterstroke  came  in 
1922,  when  he  sent  himself  to  Wash- 
ington to  argue  a  key  rate  case  before 
the  Supreme  Court.  Long  won,  col- 
lecting a  $10,000  fee  in  the  process, 
and  shrewdly  forced  the  utility  to 
meet  its  new  tariff  by  mailing  out 
expensive  individual  refunds  instead 
of  issuing  credits  on  subsequent  bills. 
Every  speech  he  made  over  the  next 
five  years  mentioned  those  80,000 
checks.  And  by  1928 — after  a  decade 


Populist  Huey  Long 

Utilities  were  his  first  target. 

of  bullying  big  business — Huey  Long 
was  a  shoo-in  for  governor. 

Much  has  changed,  of  course,  in 
today's  New  South,  but  attacking  util- 
ities is  still  shrewd  politicking.  "It's 
where  the  action  is,"  explains  Ala- 
bama Public  Service  Commissioner 
Jim  Folsom  Jr.  "Any  poll  you  take  in 
this  state  shows  that  electric  rates  are 
the  number  one  issue,  ahead  of  educa- 
tion, roads,  even  law  and  order."  Fol- 
som has  not  failed  to  capitalize  on  the 
issue.  Last  November  his  78%  major- 
ity led  the  ticket,  making  this  30- 
year-old  son  of  former  Governor 
"Kissin'  Jim"  Folsom  one  of  Ala- 
bama's strongest  political  comers. 
This  spring  he  polished  his  populist 
credentials  by  seeing  that  an  emer- 
gency Alabama  Power  rate  increase 
was  cut  to  one-third  of  what  his  com 


mission  had  already  approved.  "I'm 
not  a  demagogue,  and  I'm  not  going  to 
beat  the  power  company's  hide  just  to 
run  for  higher  office,"  Folsom  argues, 
"but  I  can't  turn  a  deaf  ear  to  the 
people."  An  interesting  statement. 

Over  in  Georgia,  Billy  Lovett  is 
equally  deferential  to  the  public's  love 
of  low  utility  bills.  He  is  three  years 
older  than  Folsom  and  every  bit  as 
clever,  good-looking  and  ambitious. 
Last  November,  he  upset  an  incum- 
bent member  of  his  state's  five-man 
Public  Service  Commission  with  a 
campaign  pledge  never  to  vote  for  a 
Georgia  Power  rate  increase.  Since 
then,  after  it  appeared  that  such  a 
hard  line  might  disqualify  him  from 
much  of  the  commission's  work,  Lov- 
ett has  become  less  arbitrary.  "I'm  not 
approving  any  higher  rates  until  I'm 
sure  there's  no  other  way  to  get  the 
money,"  he  now  says,  adding  a  not 
very  helpful  suggestion:  "Maybe  these 
executives  should  delay  their  salary 
increases  or  drive  Pintos  instead  of 
Cadillacs." 

Such  arguments  make  great  press 
releases,  but  they  produce  at  best  a 
marginal  impact  on  a  utility's  bottom 
line.  At  a  recent  Georgia  PSC  session, 
for  example,  regulators  droned  on 
with  questions  about  whether  Geor- 
gia Power  could  save  on  fuel  costs  by 
using  tarpaulins  to  cover  hopper  cars 
on  its  coal  trains  and  thus  reduce  spill- 
age. Tougher  issues — analyzing  utility 
construction  requests  to  avoid  over- 
building, for  example,  and  implement- 
ing load-management  programs — 
have  less  political  appeal,  so  they  of- 
ten get  less  attention.  "Irrational  has- 
sling jeopardizes  the  viability  of  the 
utility  as  an  institution,"  claims  Jay 
Kennedy,  executive  director  of  Elec- 
tricity Consumers  Resource  Council. 
"What  we  often  see  from  regulators  is 
a  lot  of  aggressiveness  substituted  for 
real  expertise." 

Predictably,  that  problem  is  worst 
in  the  1 1  states  where  utility  regula- 
tors are  elected  officials.  All  but  three 
of  these  jurisdictions  are  in  the  South. 
Elsewhere,  as  happened  recently  in 
Connecticut  and  Missouri,  governors 
are  occasionally  swept  into  office  on 
antiutility  platforms  only  to  find  that 
appointed  commissions  don't  yield 
readily  to  their  influence.  The  trend, 
of  course,  is  to  take  regulatory  jobs  off 
the  ballot,  and  Florida  recently 
switched  to  an  appointive  system.  To 
end  the  present  impasse  in  Alabama, 
that  state's  new  governor  favors  such 
a  move,  too,  but  it  doesn't  appeal  one 
bit  to  regulators.  "This  proposal  is 
pure  politics,"  sighs  Folsom,  "just  like 
Roosevelt  trying  to  pack  the  Supreme 
Court."  — P.W.S. 
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Some  people  set  their  sights  higher  than  others. 


Seagrams  V.O. 

The  symbol  of  imported  luxury.  Bottled  in  Canada. 

Enjoy  our  quality  in  moderation. 

Canadian  whisky.  A  blend  of  Canada's  finest  whiskies.  6  years  old.  86.8  Proof.  Seagram  Distillers  Co.,  N  YC. 


You  wont  gas  it  up. 
You'll  plug  it  in. 


A 

PROGRESS 
REPORT 
FROM 
GENERAL 
ELECTRIC 


The  electric  car. Today, 
the  dream  is  finally 
starting  to  take  shape. 
The  experimental 
model  that  you  see 
here  could  wel  I 
point  the  way  to  the  future. 

General  Electric  didn't  build 
this  car.  That's  not  GE's  business.  But 
the  car's  electric  motor  and  its 
solid-state  electronic  controls  came 
from  GE  technology. 

GE  is  making  a  lot  of  progress 
in  developing  these  motors  and 
controls.  Even  so,  electric  cars  still 
have  a  way  to  go.  This  one,  for 
example,  will  travel  only  about  75 
miles  before  its  batteries  have  to  be 
recharged.  And  recharging  them 
takes  about  six  hours. 


Still,  it's  a  start.  When  electric 
cars  do  come  along,  GE  will  be 
ready  for  them. 

Right  now,  GE  is  developing 
technologies  for  the  next  ten  years— 
and  beyond.  In  the  laboratory  are 
things  like  a  fuel  cell  that  combines 
hydrogen  and  oxygen  to  make  not 
only  water,  but  electricity  as  well. 
Another  kind  of  cell  — the  photovol- 
taic cell— generates  electricity  simply 
by  sitting  in  the  sun. 

Technology  is  a  practical  way 
of  helping  solve  problems  that  con- 
cern us  all:  pollution,  disease,  en- 
ergy shortages,  crime.  GE  is  using  its 
technology  to  make  progress  in  all 
these  areas. 

Progress  for  People 


GENERAL 


ELECTRIC 


Never  before 
has  Xerox 
offered  such  a 
small  selection. 


Thenew2300    The  660      The 2600  The  3100  The  3100  LDC 


The  3107  The  3109  The  3400  Thenew3450 


Our  line  of  small  copiers  just  got  a  little  longer. 

We  added  a  new  small  copier  at  one  end  that  gives  you  crisp,  clear  plain 
paper  copies  in  seconds  while  quietly  sitting  on  a  desktop. 

And  a  new  small  copier  at  the  other  end  that  gives  you  copying,  reduction 
and  automatic  sorting  while  quietly  sitting  on  the  floor. 

In  between,  there  are  more  small  copiers  with  more  big  features  than 
you  can  shake  an  original  at. 

So  if  you're  looking  for  a  small  copier,  call  us.  w  r-r)f"W 

After  all,  who  else  gives  you  so  much  to  choose  from?        Atl  \UA 

And  so  little. 


XEROX®.  2300.  660®.  2600,  5100®.  3100  LDC.  3107®,  310V,  3400  and  3450  arc  trademarks  of  XEROX  CORPORATION. 


Xerox  2300  and  3450  available  in  major  U.S.  dries  late  1979. 


One  of  the  three  most  profitable  multibillion-dollar  companies  in  the 
U.S.,  and  a  brilliant  performer  in  a  dull  stock  market,  Teledyne,  Inc.  is 
a  unique  company.  In  no  way  more  than  in  the  style  and  contrary 
thinking  of  the  man  who  runs  it. 


The  singular 
Henry  Singleton 


By  Robert  J.  Flaherty 

When  the  business  history  of  this  era  is  written,  Dr. 
Henry  E.  Singleton  will  probably  be  one  of  its  tower- 
ing figures,  the  equal  in  accomplishment,  if  not  in 
fame,  of  great  corporate  entrepreneurs  like  Alfred  P.  Sloan  Jr., 
Gerard  Swope,  David  Sarnoff,  Royal  Little.  This  aloof  son  of  a 
well-to-do  Texas  rancher  is  noteworthy  in  two  respects:  for  the 
size  and  quality  of  the  company,  Teledyne,  Inc.,  that  he  built 
from  scratch;  and  for  his  almost  arrogant  scorn  for  most 
conventional  business  practices.  Henry  Singleton  has  always 
marched  to  his  own  drummer — and  to  a  music  that  most  of  his 
I  peers  could  not  even  hear. 

His  record  speaks  for  itself.  Until  1960  Teledyne  did  not 
even  exist.  Five  years  ago,  when  it  was  barely  14  years  old,  it 
!  ranked  202nd  among  major  U.S.  corporations  listed  in  Forbes' 
j  Profits  500.  Year  by  year  it  has  climbed  in  the  Forbes  lists  and 
last  year  stood  number  68,  an  upstart  that  had  climbed  over  the 
[  heads  of  great  American  corporations  like  International  Paper, 
Avon  Products,  Texas  Instruments,  Ingersoll-Rand.  When  the 
I  1979  listings  come  out  next  year,  Teledyne  is  almost  guaran- 
I  teed  to  have  moved  up  several  more  rungs  on  the  profits  ladder. 
But  what  really  distinguishes  Teledyne  beyond  its  position 
on  various  lists  is  that  during  a  period  when  inflation  has  been 
eroding  most  corporate  profit  margins,  a  period  when  corpora- 
j  tions  have  been  selling  more  and  enjoying  less,  Teledyne's 
profitability  has  been  growing,  not  shrinking.  Its  return  on 
[  equity,  nearly  33%  last  year,  was  matched  among  multibilhon- 
i  dollar  (sales)  companies  only  by  American  Home  Products  and 
j  Avon  Products.  After  taxes,  its  return  on  manufacturing  sales 
i  was  a  fat  7.2%,  vs.  5.4%  for  industry  as  a  whole. 

Has  Teledyne  had  setbacks?  Indeed  it  has,  but  look  how  it 
{  has  pulled  out  of  them: 

Its  Packard  Bell  division  couldn't  make  it  in  home  TV  sets 
and  quit  the  market.  By  emphasizing  the  profitable  remainder, 
Packard  Bell  is  larger  and  more  profitable  than  ever  today. 

During  the  medical  malpractice  fiasco,  Teledyne's  Argonaut 
Insurance  had  to  withdraw  from  writing  such  policies  and 
I.TDY's  casualty  business  took  a  $104  million  writeoff.  But  by 
pushing  its  conventional  workman's  compensation  and  other 
casualty  businesses,  Argonaut  rebuilt  its  profits  and  last  year 
;  they  set  a  new  record — $56.7  million. 

Who  is  this  business  genius  Henry  Singleton,  who  turns 
setbacks  into  successes,  who  rarely  appears  at  the  Business 
Round  Table  or  rubs  shoulders  with  his  corporate  peers?  How 
does  he  do  it?  Can  he  keep  it  up? 

First  the  "who."  He  is  a  ramrod-erect,  austerely  handsome 
man  of  62  who  spent  three  years  at  Annapolis,  then  switched 
to  the  Massachusetts  Institute  of  Technology,  where  he  earned 
his  bachelor's,  master's  and  doctorate  of  science,  all  in  electri- 


Teledyne  founder  and  Chairman  Henry  Singleton 
Be  stubborn  and  consider  the  unthinkable. 
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cal  engineering.  Educated  as  a  scientist  not  as  a  businessman, 
he  did  not  leap  into  entreprencurship  but  trained  for  it  over 
several  decades  at  the  best  schools  of  practical  management  in 
the  U.S. — first  as  a  scientist  at  General  Electric,  then  as  a 
management  man  at  Hughes  Aircraft,  then  in  the  early  days  at 
Litton  Industries  when  founder  Charles  "Tex"  Thornton  and 
Roy  L.  Ash  were  building  one  of  the  first  truly  "hot"  compa- 
nies of  the  post-World  War  II  era.  Not  until  1960,  when  he  was 
43,  did  Singleton  found  Teledyne.  He  did  so  in  company  with 
two  of  the  best  brains  of  the  modern  business  world:  George 
Kozmetsky,  now  dean  of  the  College  of  Business  Administra- 
tion at  the  University  of  Texas,  and  Arthur  Rock,  perhaps  the 
U.S.'  most  imaginative  venture  capitalist. 

Maybe  because  of  his  unusual  background,  Singleton  has  an 
almost  uncanny  ability  to  resist  being  caught  up  in  the  fads  and 
fancies  of  the  moment.  Like  most  great  innovators,  Henry 
Singleton  is  supremely  indifferent  to  criticism.  During  the 
early  Seventies,  when  investors  and  brokers  alike  lost  their 
original  enthusiasm  and  deserted  Teledyne,  Singleton  had  Tel- 
edyne buy  up  its  own  stock.  As  each  tender  offer  was  oversub- 
scribed by  investors  of  little  faith,  Singleton  took  every  share 
they  offered.  When  Wall  Street — indeed,  even  his  own  direc- 
tors— urged  him  to  ease  up,  he  kept  right  on  buying.  Between 
October  1972  and  February  1976  he  reduced  Teledyne's  out- 
standing common  64%  from  32  million  shares  to  1 1.4  million. 

Normally  a  serious  man,  Singleton  allows  himself  to  laugh 
when  he  recounts  how  his  stubbornness  prevailed.  "In  October 
1972  we  tendered  for  1  million  shares  and  8.9  million  came  in. 
We  took  them  all  at  $20  and  figured  that  was  a  fluke  and  that 
we  couldn't  do  it  again.  But  instead  of  going  up,  our  stock  went 
down.  So  we  kept  tendering,  first  at  $14  and  then  doing  two 
bonds-for-stock  swaps.  Every  time  one  tender  was  over  the 
stock  would  go  down  and  we'd  tender  again  and  we'd  get  a  new 
deluge.  Then  two  more  tenders  at  $18  and  $40." 

Shareholders  who  tendered  happily  at  $  14  or  $40  watched 
in  dismay  as,  only  a  few  years  later,  the  shares  soared  to 
$130.  Henry  Singleton  had  been  right.  The  rest  of  the 
world — including  some  of  his  own  directors — had  been  wrong. 
"I  don't  believe  all  this  nonsense  about  market  timing,"  Single- 
ton says.  "Just  buy  very  good  value  and  when  the  market  is 
ready  that  value  will  be  recognized." 

What  is  most  impressive  is  that  Teledyne's  capital  shrinkage 
was  not  achieved  at  the  expense  of  growth,  or  by  partially 
liquidating  the  company.  All  during  these  years,  Teledyne  kept 
growing.  Where  in  its  early  days  it  had  grown  through  acquisi- 
tions— 145  in  all — in  its  capitalization-shrinking  days  Tele- 
dyne grew  from  within,  and  steadily.  In  1970,  when  acquisi- 
tions had  ceased,  revenues  were  $1.2  billion;  in  1974,  $1.7 
billion;  in  1976,  $1.9  billion;  and  so  on.  This  year  Teledyne  will 


Creative  capitalist 


lb  put  Henry  Singleton's  achievement  as  a  manager 
in  some  perspective,  FORBES  charted  Teledyne's 
growth  in  sales,  total  profits  and  earnings  per  share 
and  stacked  them  against  the  performance  of  the  30 
blue-chip  corporations  that  make  up  the  Dow  Jones 
industrial  average.  (The  sales  and  earnings  of  the 
Dow  companies  were  totaled  and  then  divided  by  30 
to  get  an  average.)  Typically,  earnings  per  share  fail  to 
grow  as  fast  as  total  profits,  which,  in  turn,  tend  to  lag 
behind  sales  growth.  By  that  test,  Singleton  is  a  most 
untypical  manager — indeed,  in  a  class  by  himself. 


do  $2.6  billion.  Yet  in  the  years  sales  were  more  than  doubling 
from  the  $1.2  billion  level,  Teledyne  made  only  one  minor 
acquisition.  Nor  did  Teledyne  get  deeply  into  debt.  In  the  early 
stages  of  his  stock-buying  program,  Singleton  did  have  Tele- 
dyne borrow  rather  heavily  but  he  paid  the  debt  down  again 
out  of  cash  flow.  In  the  process  he  wiped  out  all  of  Teledyne's 
convertibles  and  warrants.  Dilution'  Singleton  virtually  dehy- 
drated Teledyne's  capital  structure.  Growing  the  business 
while  shrinking  its  capital.  Quite  a  trick.  Certainly  unique  in 
recent  business  history. 

When  investors,  disillusioned  with  growth,  again  began  to 
be  dividend  conscious,  Teledyne  continued  to  refuse  to  pay  a 
cash  dividend.  The  second-highest-priced  stock  on  the  Big 
Board  (after  Superior  Oil),  Teledyne's  cash  yield  is  zero. 

But  there  were  other  rewards  for  investors.  With  revenues 
growing,  profit  margins  thickening  and  capitalization  shrink- 
ing, Teledyne's  remaining  stockholders  enjoyed  fantastic  up- 
ward leverage.  During  the  years  1969  to  1978  revenues  in- 
creased by  89%,  net  profits  rose  315%.  But  look  at  earnings  per 
share!  They  soared  1,226%.  With  all  those  profits  being  plowed 
back,  Teledyne's  equity  per  share  jumped  from  $1 1.38  to  $68 
between  1969  and  the  end  of  1978.  All  through  the  early 
Seventies  Wall  Street  ignored  the  stock.  It  was  a  conglomerate. 
It  had  four  bad  years.  It  wouldn't  pay  a  dividend.  It  kept  buying 
its  stock  against  all  rhyme  and  reason.  Ugh!  Scarcely  an 
analyst  bothered  with  it.  For  years  Teledyne  was  stuck  in  a 
narrow  range,  rarely  getting  above  20.  But  finally  Wall  Street 
caught  on.  After  selling  as  low  as  77s  in  late  1974,  Teledyne 
stock  leaped  to  over  69  in  1976  and,  in  1978,  finally  passed  the 
100  mark.  Teledyne,  which  broke  all  the  rules,  was  one  of 
America's  best-performing  stocks. 

Let's  p  it  Henry  Singleton  in  perspective.  During  the  years 
when  he  was  all  but  ignoring  Wall  Street,  many  of  America's 
top  execu  ?ves  were  trimming  their  sails  to  Wall  Street's  shift- 
ing winds.  Consider  several  of  the  most  visible  examples: 

In  197 -L  Textron  Chairman  G.  William  Miller,  now  chairman 
of  the  Federal  Reserve  Board,  had  a  brilliant  plan  to  rescue 
troubled  Lockheed  at  little  risk  to  his  own  shareholders.  But 
Textron  stock  dropped  because  analysts  questioned  the  merg- 
er. Feeling  the  pressure,  Miller  backed  away  from  what  would 
have  been  a  bargain  for  Textron.  Lockheed  stock  was  then 
selling  at  $3  per  share.  Today  it  is  selling  at  $21  per  share. 

Early  this  year  Chairman  James  D.  Robinson  III  of  American 
Express  made  a  tempting  tender  offer  for  McGraw-Hill.  But 
bad  publicity  blistered  American  Express  and  Robinson  backed 
away.  "Jimmy  Three-Sticks,"  as  his  Harvard  Business  School 
classmates  called  Robinson,  faced  a  battle  of  wills  between 
himself  and  McGraw-Hill's  Harold  W.  McGraw  Jr.  Faced  with 
McGraw's  unexpected  pluck,  American  Express  backed  down. 


1969 

1978 

35.    $4,703  • 

$13. 172* 

1  Teicdyne 


Dow  Jones  industrials 


'  Millions 

Teledyne  has  actually  shown  slower  sales  growth 
than  the  average  big  blue  chip.  The  chief  factor  is 
that  in  the  past  ten  years,  while  many  another  com- 
pany has  been  on  an  acquisition  and  merger  binge, 
Teledyne  has  not.  All  its  growth  has  been  internal. 
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In  1968,  Xerox,  which  then  had  a  price/earnings  multiple  of 
53,  was  about  to  merge  with  C.I.T.  Financial.  It  was  a  beautiful 
deal.  Xerox  was  going  to  pay  $1.5  billion  in  its  stock  for  C.I.T. 
on  a  ratio  that  would  have  enhanced  both  Xerox'  earnings  and 
book  value.  Today  the  value  of  that  same  Xerox  stock  package 
has  shrunk  to  less  than  $1  billion  in  market  value,  while 
C.I.T.'s  assets  have  increased  by  almost  50%  to  $5  billion.  At 
the  time,  however,  investment  analysts  turned  up  their  noses. 
Dilute  a  high-technology  stock  with  a  grubby  money-lending 
business?  Xerox  stock  retreated  and  so  did  Xerox  Chairman  C. 
Peter  McColough.  Today  Xerox'  multiple  is  down  to  1 1  times 
earnings  anyhow.  Instead  of  buying  rock-solid  C.I.T,  Xerox 
paid  $920  million  in  stock  for  Scientific  Data  Systems,  a 
fledgling  computer  company.  Wall  Street  applauded  but  SDS 
subsequently  all  but  collapsed.  Arthur  Rock,  Henry  Singleton's 
original  backer  and  one  of  SDS'  backers,  cleaned  up  again. 
«■»  t  would  be  hard  to  picture  Henry  Singleton  trying  an 
unfriendly  takeover,  but  it  would  be  harder  to  picture  him 
backing  away — as  American  Express  did — once  he  had 
made  an  offer.  It  would  be  inconceivable  for  him  to  back  away 
from  the  Lockheed  deal  or  the  C.I.T.  deal  just  because  the 
brokerage  fraternity  disapproved.  He  kept  buying  up  his  own 
stock  with  both  hands,  when  The  Street  called  him  crazy. 

So  far,  we  have  not  even  mentioned  what  Teledyne  makes  or 
sells.  That's  because  what  Teledyne  makes  or  sells  is  less 
important  than  the  style  of  the  man  who  runs  it.  The  fact  is 
that  Singleton  unashamedly  runs  a  conglomerate.  What  are  the 
products  and  services  upon  which  Singleton  has  put  his  stamp? 
Offshore  drilling  units,  auto  parts,  specialty  metals,  machine 
tools,  electronic  components,  engines,  high  fidelity  speakers, 
unmanned  aircraft  and  Water  Pik  home  appliances. 

A  conglomerate,  of  course,  but  Singleton  is  not  even  slightly 
disturbed  by  the  label  "conglomerate."  Says  he:  "Today,  being 
a  conglomerate  is  neither  a  plus  nor  a  minus.  While  not  many 
companies  are  called  conglomerates,  most  are."  He  ticks  off 
some  names:  GE,  Westinghouse  and  RCA. 

This  diffuse  company  is  actually  quite  tightly  run.  Its  board 
of  directors  consists  of  only  six  people,  not  the  usual  dozen  or 
more,  and  all  of  them  close  friends  and  associates:  Singleton; 
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Singleton's  extraordinarily  disciplined  pursuit  of                    Singleton's  masterstroke  in  the  past  decade  was  to 
wide  profit  margins  and  high  returns  on  total  assets                    buy  in  the  majority  of  Teledyne 's  own  shares  between 
in  each  of  Teledyne's  family  of  129  companies  is                    1972  and  1976,  when  they  were  undervalued  and 
reflected  in  their  combined  profit  growth — two  times                    unwanted.  His  earnings  per  share  soared  11  times 
faster  than  the  average  Dow  company.                                         faster  than  those  of  the  average  Dow  stock. 
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"Today  being  a  conglomerate  is 
neither  a  plus  nor  a  minus,"  says 
Henry  Singleton.  "While  not  many 
companies  are  called  conglomer- 
ates, most  are." 

co-founder  and  fellow  Litton  alumnus  George  Kozmetsky;  the 
father  of  information  theory  and  former  M.I.T.  classmate 
Professor  Claude  E.  Shannon  of  M.I.T.;  Teledyne's  president 
and  his  Annapolis  roommate  George  A.  Roberts;  original  back- 
er Arthur  Rock;  and  finally,  William  W.  Shannon,  one  of  the 
first  entrepreneurs  to  sell  his  company  to  Teledyne. 

Teledyne's  management  team  is  a  seasoned  one.  Of  the  150 
principal  executives  who  worked  there  in  1976,  most  are  still 
with  the  company.  They  have  grown  with  the  organization. 
Rarely  has  Teledyne  had  to  reach  outside  for  a  turnaround  man 
in  a  bad  situation. 

Singleton  works  closely  with  his  president,  George  Roberts, 
who  has  his  doctorate  from  Carnegie-Mellon  in  metallurgy. 
Roberts  is  the  chief  operating  officer,  and  an  extremely  effec- 
tive one.  This  is  not  the  kind  of  conglomerate  where  headquar- 
ters staff  only  loosely  supervises  a  number  of  good-size,  semi- 
independent  operations.  Taking  a  leaf  from  Harold  Geneen's 
book,  Teledyne  has  supertight  financial  controls.  Taking  a  leaf 
from  3M's  corporate  books,  it  breaks  up  a  huge  business  into  a 
cornucopia  of  small  profit  centers — 129  in  Teledyne's  case. 

The  largest  of  Teledyne's  129  companies,  TDY  Continen- 
tal Motors,  is  under  $300  million  in  annual  sales.  It  is 
one  of  nine  companies  created  out  of  Teledyne's  Conti- 
nental Motors  acquisition.  Some  of  the  really  small  TDY 
companies  are  only  a  few  million  in  annual  sales — for  example, 
TDY  Engineering  Services.  "We  go  to  an  extreme  in  splitting 
businesses  up  so  we  can  see  problems  which  would  be  passed 
over  in  companies  where  the  units  are  larger,"  says  Roberts. 
"By  our  plan  no  one  business,  all  by  itself,  will  become  momen- 
tous." This  means  the  survivabilty  of  the  entire  company  will 
never  be  jeopardized  by  failure  of  one  single  operation. 

What  matters  is  this:  So  far  in  1979,  all  129  are  profitable. 
For  the  last  two  years  only  one,  semiconductors,  was  in  the 
red,  and  that  by  just  a  few  million. 

By  setting  up  computer  controls,  by  training  each  manager 
to  do  what  is  expected  of  him,  Roberts  can  handle  as  many  as 
five  company  annual  profit  reviews  in  a  single  day.  Nor  does  he 
waste  time  and  energy  in  airports  and  limousines.  The  heads  of 
the  129  companies  take  turns  coming  to  him  and  Singleton  in 
their  modern,  clean  but  lean  Century  City  offices  on  L.A.'s 
Avenue  of  the  Stars. 

Forbes  interviews  over  a  thousand  company  managements 
every  year  and  we  turn  instantly  skeptical  when  they  tell  us: 
"We're  profit-oriented  not  product-oriented."  The  fact  is  that 
few  companies  really  are  that  way.  Teledyne  is  a  rare  excep- 
tion. "Forget  products,"  Roberts  begins,  "here's  the  key:  We 
create  an  attitude  toward  having  high  margins.  In  our  system  a 
company  can  grow  rapidly  and  its  manager  be  rewarded  richly 
for  that  growth  if  he  has  high  margins.  If  he  has  low  margins, 
it's  hard  to  get  capital  from  Henry  and  me.  So  our  people  look 
and  understand.  Having  high  margins  gets  to  be  the  thmg  to 
do.  No  one  likes  to  have  trouble  getting  new  money." 

Roberts  is  saying  nothing  exceptional.  What «  exceptional  is 
the  way  Teledyne  practices  what  it  preaches.  There  are  very 
few  companies  of  any  size,  and  certainly  none  of  the  billion- 
dollar  class,  that  are  as  tight  with  a  capital  dollar  as  Teledyne. 
This  year  its  capital  spending  will  exceed  $100  million  for  the 
second  straight  year,  but  this  is  a  rather  miserly  sum  in 
relation  to  Teledyne's  cash  flow  of  more  than  $300  million. 
Texas  Instruments,  a  company  of  equal  size  and  technological 
orientation,  will  spend  more  than  three  times  as  much.  Many 


companies  normally  spend  more  for  capital  projects  than  they 
take  in  as  cash.  Not  so  with  Teledyne.  This  is  the  real  secret  to 
Teledyne's  ability  to  grow. 

The  key,  then,  is  discipline:  no  ego  trips,  only  new  invest- 
ments that  will  quickly  pay  off  in  the  form  of  enhanced  cash 
flow.  Says  George  Roberts:  "The  only  way  you  can  make 
money  in  some  businesses  is  by  not  entering  them. 

"Internally  we  hold  up  high-margin  companies  as  examples. 
Our  margin  on  sales  is  now  over  7%  after  taxes,  rs  a  national 
average  for  manufacturing  of  5.4%.  Since  we  run  a  broad  cross 
section  of  businesses,  it  is  clear  the  rest  of  American  industry 
can  improve,  too. 

"Take  any  big  old  giant  company  like  U.S.  Steel.  If  they 
really  accounted  for  their  business  conservatively  and  line  by 
line  in  detail  as  we  do,  they  might  conclude  they  didn't  have 
any  margins  at  all.  We  make  the  point  that  the  margin  on 
every  product,  every  project,  is  important.  We  preach  that  our 
average  and  the  company  average  is  only  the  average  of  all 
their  individual  moves." 

Risk,  too,  is  carefully  rationed.  A  coolly  rational  man,  Single- 
ton despises  surprises.  It  is  company  policy  that  divisions 
which  are  defense  contractors  will  remain  relatively  small. 
"We  don't  want  any  big  prime  contracts,"  says  Roberts.  "We 
prefer  to  be  important,  technically  oriented  subcontractors 
who  serve  those  who  want  to  be  prime  contractors."  That 
way,  if  a  large  contract  is  aborted  TDY  will  not  be  hurt. 

The  effect  of  all  this  emphasis  on  restricting  risk  and  insist- 
ing on  high  return,  Roberts  says,  is  that  he's  been  able  to  stop 
preaching.  "Now  everyone  understands  that  all  new  projects 
should  return  at  least  20%  on  total  assets.  When  leveraged  up, 
return  on  equity  can  be  30%  to  50%.  This  is  so  ingrained  that 
few  lower-returning  proposals  are  ever  presented  anymore.  We 
hardly  ever  discuss  one." 

"Our  attitude  toward  cash  generation  and  asset  manage- 
ment came  out  of  our  own  thought  process,"  says  Singleton. 
"It  is  not  copied.  After  we  acquired  a  number  of  businesses  we 
reflected  on  aspects  of  business.  Our  own  conclusion  was  that 
the  key  was  cash  flow." 

Singleton  may  be  a  scientist  and  an  intellectual  but  he  has  an 
old-fashioned  respect  for  cash.  You  can't  pay  bills  with  book- 
keeping profits.  He  knows  that  companies  have  gone  broke 
after  reporting  big  profits  for  years — Penn  Central,  for  exam- 
ple, and  W.T  Grant.  He  wants  to  see  the  color  of  some  of  that 
money  in  his  companies'  reports.  He  wants  each  company  to 
throw  off  cash  over  and  above  its  reinvestment  needs,  cash 
that  can  be  utilized  for  overall  coiporate  purposes.  This  kind  of 
real,  hard  cash  flow  enabled  Singleton  to  buy  up  his  company's 
stock  when  it  was  lying  on  the  bargain  counter.  It  has  enabled 
Teledyne  to  reduce  debt  to  the  point  where  it  amounts  to  only 
about  22%  of  total  capital  as  against  32%  and  52%  for  con- 
glomerates like  ITT  and  Gulf  &  Western. 

Of  course,  every  management  wants — or  says  it  wants — 
a  high  return  on  its  capital.  Henry  Singleton  wants 
something  more:  a  cash  return.  Singleton  won't  pay 
cash  dividends  to  his  own  shareholders  but  he  expects  them 
from  his  company  presidents — all  129  of  them — over  the  long 
run.  Roberts  says:  "Net  income  without  cash  is  not  necessarily 
net  income.  We  build  cash  generation  into  the  system  of 
paying  our  managers.  Bonuses  can  be  100%  of  base  salary." 

If  it  is  curious  that  a  man  who  started  as  a  scientist  and 
became  an  operating  man  should  finally  make  his  greatest 
mark  in  finance,  Singleton  has  nevertheless  done  just  that. 
American  business  is  still  gripped  with  a  mania  for  bigness. 
Companies  whose  stocks  sell  for  five  times  earnings  will  think 
nothing  of  going  out  and  paying  10  or  15  times  earnings  for  a 
nice  big  acquisition  when  they  could  tender  for  their  own 
stock  at  half  the  pnce.  Shrinking — a"  la  Teledyne — still  isn't 
done  except  by  a  handful  of  shrewd  entrepreneurial  companies. 

You  can  explain  quite  simply  what  Singleton  did  financially. 
When  stocks  like  Teledyne  sold  for  40,  50  or  60  times  earnings 
he  used  his  high-priced  stock  as  currency  to  buy  other  compa- 


48 


FORBES,  JULY  9,  1979 


nies  relatively  cheaply.  Then,  when  his  own  stock  became 
cheap  after  the  conglomerate  crash  of  1969  he  went  in  and 
bought  enough  of  it  to  shrink  the  capitalization  back  to  where 
it  was  when  Teledyne  had  been  a  much  smaller  company.  It 
was  as  though  he  had  been  able  to  renegotiate  his  earlier 
purchases  at  85%  off  the  original  prices.  He  did  so  not  by 
selling  off  assets — the  more  conventional  way  of  shrinking 
capitalization — but  first  by  borrowing,  then  by  husbanding 
cash  from  operations. 

More  recently,  Singleton  has  been  turning  his  hand  to  the 
stock  market.  He  was  thrust  into  the  role  of  portfolio  manager 
quite  by  accident.  It  might  never  have  happened,  he  says,  if 
Teledyne's  Argonaut  Insurance  subsidiary  had  not  got  into 
serious  trouble  writing  medical  malpractice  insurance  in  1974. 
Singleton  converted  all  his  insurance  portfolios  into  liquid  cash 
to  be  ready  for  a  disaster.  The  disaster  never  came.  The  job  of 
reinvesting  faced  him  and  he  decided  to  be  innovative  and 
daring  in  his  approach  there,  too.  No  investing  fads  for  him. 
"The  idea  of  indexing  isn't  something  I  believe  in  or  would 
follow,"  he  says  with  scorn. 

In  choosing  stocks,  he  rejected  Wall  Street  dogma  and 
relied  on  his  own  experience.  Teledyne  had  a  below-aver- 
age multiple  he  was  sure  would  rise  in  time.  Many  other 
conglomerates  were  in  the  same  situation.  Singleton  decided 
to  buy  those  he  felt  were  well  run  and  undervalued.  That 
analysts  were  shunning  other  conglomerates  as  they  shunned 
Teledyne  only  made  it  easier  for  him  to  get  a  good  price. 

Singleton's  biggest  move  was  to  put  over  $130  million — 25% 
of  his  equity  portfolio — into  Litton.  TDY  now  holds  27%  of 
Litton,  9.3  million  shares,  at  an  average  cost  of  about  $14; 
there  is  69%  of  a  share  of  Litton  behind  every  share  of 
Teledyne.  TQY's  Litton  holdings  are  worth  $270  million,  and 
still  25%  of  its  insurance  company's  equity  portfolio. 

"A  fabulous  [$140  million]  gain,"  says  Chairman  Fred  R. 
Sullivan  of  Walter  Kidde  &  Co.,  "but  when  Henry  first  put  all 
that  in  one  stock  I  thought  he'd  gone  crazy."  Fellow  Litton 
alumnus  Sullivan  didn't  think  Singleton  crazy,  however,  when 
he  bought  19%  of  Walter  Kidde. 

"I  felt  Litton  was  a  sound  investment,"  Singleton  says.  "It's 
good  to  buy  a  large  company  with  fine  businesses  when  the 
price  is  beaten  down  over  worry  about  one  problem."  (He 
refers  to  Litton's  costly  and  protracted  shipbuilding  fracas  with 
the  U.S.  Navy.)  He  adds:  "Litton's  problem  was  not  a  general 
one  but  an  isolated  problem — as  ours  was  with  Argonaut 
Insurance.  To  me  it  was  hard  to  believe  the  heads  of  a  $3 
billion  or  $4  billion  business  would  not  be  able  to  handle  one 
business  problem." 

Currently  Singleton  has  over  50%  of  his  equity  portfolio  in 
conglomerates. 

They  include  Curtiss- Wright,  Studebaker-Worthington, 
Northwest  Industries,  TRW,  Colt  Industries,  Dart  Industries, 
Norris  Industries,  GAF,  Eltra.  All  these  conglomerates  are 
companies  in  fields  that  are  related  to  TDY's  own  experience. 
Singleton  has  shunned  services,  hotels,  restaurants,  land — that 
!  kind  of  thing.  He  has  bought  many  insurance  companies, 
;  including  Aetna  Life  &  Casualty  and  Lincoln  National  Corp.: 
Insurance  is  a  business  Singleton  knows  well. 

Singleton  also  has  a  block  of  oil  stocks  with  good  gains, 
[  including  Mobil  and  Standard  Oil  of  Indiana.  TDY  companies 
I  do  geological  exploration  and  make  drilling  rigs;  so  again  he 
ihas  chosen  a  field  he  clearly  understands. 

Singleton  is  still  waiting  for  the  payoff  on  Teledyne's  big 
chunks  of  specialized  companies.  TDY  owns  3 1  %  of  Brockway 
(Glass,  buying  more  while  the  stock  drops  as  he  did  with  his 
own  shares  and  with  Litton.  He  also  holds  22%  of  Reichhold 
Chemicals,  7%  of  Federal  Paper  Board,  16%  of  National  Can, 
6%  of  Rexnord. 

Only  in  Litton  does  Teledyne  have  a  spectacular  gain — but 
that  unrealized  gain  alone  amounts  to  $9  on  every  Teledyne 
share.  Nor  is  Singleton  ruffled  because  he  hasn't  yet  made  a 
killing  in  Kidde  or  Reichhold  or  National  Can.  The  market,  he 


feels,  will  in  the  end  reward  his  patience  with  a  higher  price/ 
earnings  ratio  on  higher  earnings.  After  all,  look  how  the 
market  came  in  the  end  to  give  his  own  stock  the  nod. 

Singleton  has  long  since  put  to  rest  the  speculation  that  he 
was  accumulating  shares  to  go  for  control  of  Litton  and  the 
other  companies  whose  stocks  he  was  buying.  People  who 
speculated  that  way  were  making  conventional  judgments. 
That's  the  way  most  conglomerators  work:  Buy  enough  stock 
to  get  a  good  look  at  the  books  and  a  feel  for  the  situation,  then 
go  for  control  via  a  tender  offer.  But  Singleton  isn't  like  most 
conglomerators. 

Listen  to  his  reasoning  on  the  subject  of  tenders: 

"In  this  climate,  where  tender  offers  mean  overpaying  by 
managements  which  want  to  grow  at  any  price,  I  prefer  to  buy 
pieces  of  other  companies  or  our  own  stock  or  expand  from 
within.  The  price  for  buying  an  entire  company  is  too  much. 
Tendering  at  the  premiums  required  today  would  hurt,  not 
help,  our  return  on  equity,  so  we  won't  do  it." 

Where  many  businessmen  say  that  it  is  cheaper — even  at  big 
premiums  over  the  market  price — to  buy  rather  than  to  build, 
Singleton  is  saying,  why  pay  ten  times  earnings  in  a  tender  for 
a  company  when  I  can  buy  pieces  of  companies  for  six  times 
earnings  and  my  own  stock  for  five  times  earnings?  Rigid  logic 
that,  but  not  the  fashionable  view. 

Singleton  may  not  have  to  wait  forever  to  be  taken  out  of 
some  of  these  companies  at  a  good  profit.  Last  year  Teledyne 
bought  a  block  of  450,000  shares  of  its  own  stock — $40.1 
million  worth  at  the  then-going  price  of  $90 — from  American 
Financial  Corp.,  a  Cincinnati-based  financial  holding  com- 
pany. Having  studied  Singleton,  American  Financial's  bosses 
knew  he  would  be  a  logical  buyer  for  the  shares  when  he  had 



Singleton  and  President  George  A  Roberts 


Not  so  much  a  system  as  a  reflection  of  one  man's  thought. 
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7  do  not  define  my  job  in  rigid 
terms  but  in  terms  of  having  the 
freedom  to  do  what  seems  to  me 
to  be  in  the  best  interest  of  the 
company  at  any  time" 

the  cash.  And  so  we  have  the  clue  to  what  may  be  Singleton's 
trump  card  with  his  stock  portfolio.  He  may  simply  be  waiting 
until  the  managements  come  to  the  same  conclusion  he  came 
to:  A  company's  own  stock  is  its  best  investment.  When  that 
day  comes  he'll  be  happy  to  sell  their  own  stock  to  them.  At  a 
nice  profit,  of  course.  But  potential  raiders,  beware.  Singleton 
says  he  wouldn't  sell  any  of  his  blocks  to  would-be  acquisitors. 

Liquid  as  Teledyne  is,  why  does  Henry  Suigleton  still  flatly 
i  '  use  to  disburse  any  cash  to  his  own  stockholders — except  in 
exchange  for  their  shares?  A  few  years  ago,  when  Teledyne 
stock  was  selling  around  10,  one  of  his  closest  associates 
begged  him  to  pay  at  least  a  token  dividend.  Singleton  refused. 
He  still  refuses.  To  begin  with,  he  asks,  what  would  the 
stockholder  do  with  the  money?  Spend  it?  Teledyne  is  not  an 
income  stock.  Reinvest  it?  Since  Teledyne  earns  33%  on 
equity,  he  argues,  he  can  reinvest  it  better  for  them  than  they 
could  for  themselves.  Besides,  the  profits  have  already  been 
ixed;  paid  out  as  dividends  they  get  taxed  a  second  time.  Why 

bject  the  stockholders'  money  to  double  taxation? 
n  his  somewhat  regal  manner,  Singleton  says:  "Our  people 
don't  want  any  more  income.  They  want  to  see  increases  in 
ik  value  and  ultimately  in  the  price  of  the  stock  when  the 
underlying  buildup  in  values  is  reflected."  How  does  Singleton 
know  what  "our  people"  want?  Not  by  asking  them.  He  simply 
assumes  that  he  is  running  a  certain  kind  of  company  and 
those  who  like  his  style  will  invest  in  it.  Those  who  don't  can 
go  elsewhere. 

Having  failed  to  get  a  cash  dividend,  some  Teledyne  share- 
holders now  are  asking  for  a  stock  split.  All  the  other  Big  Board 
stocks  over  $100  a  share  have  announced  one,  except  Superior 
Oil,  Dome  Mines  and  Teledyne. 

"I  have  nothing  against  a  stock  split,"  says  Singleton.  "I  did 
two  in  the  Sixties,  but  this  is  really  a  nonevent.  So  is  the  stock 
dividend.  It's  really  paper  shuffling." 

In  that  case  why  pay  out  a  stock  dividend — as  Teledyne  has 
since  1967? 

Singleton  was  a  bit  flustered  at  the  question.  Clearly,  he 
didn't  believe  in  shuffling  pieces  of  paper,  but  in  this  case  he 
had  been  bowing  to  convention.  "The  shareholders  are  used  to 
getting  an  annual  stock  dividend  and,  what  the  heck,  they 
don't  do  any  harm,"  he  replied  a  bit  sheepishly.  A  rare  Henry 
Singleton  concession  to  other  people's  sense  of  reality! 

What  is  Henry  Singleton's  own  sense  of  economic  reali- 
ty? At  a  time  when  many  top  businessmen  are 
gloomy  about  the  future  of  the  country,  Singleton  has 
this  to  say:  "I'm  convinced  the  coming  recession  will  not  be 
too  deep  or  long  and  we'll  have  a  good  recovery  following  it.  It 
is  so  fashionable  to  complain  about  the  restrictive  regulatory 
environment  in  Washington.  That  makes  people  forget  how 
very  much  worse  things  could  be.  Long  ruri,  I'm  happy  about 
the  prospects  for  America,  for  business  and  for  Teledyne." 

One  of  the  things  that  puts  people  off  about  Henry  Singleton, 
that  has  hurt  his  stock  on  Wall  Street,  is  his  Delphic  way  of 
talking  with  outsiders.  He  can  be  charming  when  he  wants  to 
be  so,  but  charmingly  vague.  He  speaks  in  general  terms, 
leaving  the  questioner  to  fill  in  the  vital  details.  For  example: 
"I  believe  in  maximum  flexibility;  so  I  reserve  the  right  to 
change  my  position  on  any  subject  when  the  external  environ- 
ment relating  to  any  topic  changes,  too."  A  CEO's  most 
important  job,  he  goes  on,  is  to  anticipate  trends  and  act  to 
help  his  company. 


Meaning  in  the  present  context?  "I'm  modifying  behavior 
based  on  what's  outside  so  TDY  will  not  be  hurt  in  the 
recession,"  Singleton  replies.  "Our  economy  appears  to  suffer 
from  a  general  leveling,  which  typically  precedes  an  economic 
downturn.  In  the  newest  reports  of  our  companies  I  see  a  slight 
reduction  in  the  anticipated  amount  of  sales  in  many  unrelated 
markets."  He's  saying:  If  the  recession  isn't  any  worse  than  we 
expect  it  to  be,'Teledyne  isn't  going  to  suffer  much,  probably  a 
few  mediocre  quarters  at  worst. 

And  now  for  the  last  of  the  three  questions  we  posed  early  in 
this  story:  Can  Henry  Singleton  keep  it  up?  He  does,  after  all, 
face  a  recession,  he  has  shrunk  his  capitalization  to  a  probably 
irreducible  core  and  he  has  as  yet  no  high-priced  stock  to  use 
for  a  new  bout  of  acquisitions.  Has  he  then  played  all  his  cards? 
Not  necessarily.  Teledyne  still  has  some  strong  things  going  for 
it.  Its  high  return  on  capital,  for  example.  As  long  as  it  can 
continue  growing  from  within  on  a  tight  capital  base  and 
earning  anything  close  to  its  present  high  rate  of  return, 
Teledyne  functions  as  a  powerful  compound  income  machine. 
Money  invested  and  reinvested  at  a  30%  return  doubles  itself 
in  less  than  three  years;  and  Teledyne  is  earning  well  over  30% ! 

Henry  Singleton  hates  projections  but  a  little  simple 
arithmetic  might  be  in  order  here.  Without  allowing 
the  effect  of  stock  dividends,  Teledyne's  equity  per 
share  will  be  close  to  $90  by  the  end  of  1979.  It  should  grow  to 
$200  a  share  within  a  few  years.  What  happens  if  Singleton 
can't  find  enough  projects  to  invest  in  that  will  produce  the 
kind  of  return  he  demands  on  all  the  money?  In  that  case, 
unconventional  as  ever,  he  will  probably  slow  his  company's 
growth  and  look  for  other  things  to  do  with  the  surplus  cash. 
Like  what?  Well,  with  good  companies  selling  at  only  five 
times  earnings,  Teledyne  can  buy  their  shares  and,  in  effect,  sit 
with  a  20%  return  while  it  waits  for  the  stock  market  to  come 
through  with  a  more  generous  multiple.  Why  expand  in  new  or 
existing  businesses  if  the  potential  return  is  less? 

Then,  there's  the  possibility  that  Teledyne  might  become  a 
market  favorite  again  and  enjoy  a  higher  multiple.  At  ll  times 
this  year's  probable  earnings  Teledyne  would  sell  at  close  to 
$300  a  share.  At  that  price,  Singleton  might  decide  to  begin 
acquiring  once  more.  If  the  market  collapses  again,  look  for 
him  to  be  out  there  buying  his  own  stock  in  huge  handfuls. 
Even  last  year  he  bought  in  7.3%  of  TDY's  shares. 

Finally,  Teledyne  could  go  the  venture  capital  route.  It  has 
already  taken  a  tentative  step  in  that  direction.  In  1978  and 
earlier,  Teledyne  joined  Arthur  Rock,  one  of  its  directors  and 
largest  stockholders,  in  backing  Qantel,  maker  of  small  busi- 
ness computers.  Teledyne's  commitment  was  over  $1  million, 
but  if  Qantel  should  show  signs  that  it  can  give  Singleton  the 
30%  returns  he  likes,  he  could  up  the  ante. 

But  all  this  is  sheer  speculation.  Nobody  knows  precisely 
what  Henry  Singleton  is  going  to  do  next  year  or  next  decade 
because  nobody  knows  what  the  world  is  going  to  be  like  next 
year  or  next  decade. 

As  Singleton  himself  puts  it:  "I  do  not  define  my  job  in  any 
rigid  terms  but  in  terms  of  having  the  freedom  td  do  what 
seems  to  me  to  be  in  the  best  interests  of  the  company  at  any 
time."  As  his  record  shows,  .this  is  no  empty  phrase. 

If  there  is  a  serious  weakness  in  this  otherwise  brilliant 
picture,  it  is  this:  Teledyne  i§  not  so  much  a  system  as  it  is  the 
reflection  of  one  man's  singular  discipline  and  his  contrary 
style  of  thinking  and  acting.  Henry  Singleton  is  trim  and 
healthy  at  62  and  has  no  interest  in  retiring,  but  man  is  not 
immortal.  "George  Roberts  could  run  this  company  without 
me,"  Singleton  replies  when  asked  about  Teledyne-without- 
Singleton.  Time  will  tell. 

At  any  rate,  Singleton  has  found  a  way  to  run  a  multibillion- 
dollar  company  in  an  entrepreneurial,  innovative  way.  Only  a 
handful  of  giant  companies  have  succeeded  .in  doing  that. 
General  Electric,  General  Motors,  IBM,  3M,  Dow  Chemical 
perhaps.  It  may  sound  farfetched  but  Teledyne  has  a  fair 
chance  of  ending  up  in  that  league.  ■ 
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FRANKLY  WE  DOUBT  YOU'LL  BUY  A  JAGUAR  BECAUSE  OF 
ITS  FUEL  ECONOMY  BUT  HERE  ARE  TWO  COMPELLING  FACTS: 

You'll  get  14  mpg  from  F 
and  20  mpg  from  Bev* 

3ark  Avenue  to  Wall  Street 
3rly  Hills  to  Palm  Springs. 

For  a  roomy,  luxurious  and  awesomely 
responsive  motor  car,  the  Jaguar  XJ's  mile- 
age is  outstanding.  The  EPA-estimated 
fuel-economy  for  the  Jaguar  XJ6  is  OJmpg 
in  the  city  and  20  mpg  on  the  highway. 
{Remember:  use  estimated  city  mpg  for 
comparison.  You  may  get  different  mileage, 
depending  on  speed,  weather  conditions 
and  trip  length.  Fuel  economy  in  heavy  city 
traffic  will  Pe  lower.  Actual  highway  mileage 
will,  probably  be  less  than  estimated  high- 
way fuel  economy.) 

Another  significant  bit  of  Jaguar  wiz- 
ardry: the  twin  fuel  tanks  have  an  uncom- 
monly generous  capacity.  They  can  take 
you  more  than  400  miles  between  refills. 

Naturally,  if  extreme  thrift  is  your  funda- 


mental goal  in  buying  a  motorcar,  you  will 
look  elsewhere.  But  if  superb  handling,  vivid 
response  and  a  very  high  level  of  luxury 
and  finish  are  important  considerations 
then  you  will  find  that  the  Jaguar  XJ6  makes 
eminently  good  sense. 

It  is,  first  of  all,  a  Jaguar.  This  means  the 
XJ6  blends  luxury,  finesse  and  excellent 
road  manners  with  handling,  response  and 
pure  excitement  in  a  manner  that  is,  we  feel 
unequalled.  You  move  on  four-wheel  inde 
pendent  suspension,  with  a  very  precise 
rack  and  pinion  steering  system.  You  stop 
with  the  silken  authority  of  four-wheel  power 
disc  brakes.  And  the  car 
is  propelled  by  an  electron 
ically  fuel-injected  double 


overhead-cam  Six  whose  strength  and 
responsiveness  are  justly  famous. 

Inside,  a  world  of  quiet  luxury  prevails.  The 
seats  are  faced  in  rich  leather.  The  dash- 
board is  veneered  in  rare  burled  walnut.  The 
amenities  are  so  complete  that  there  are  no 
factory  options  whatever. 

Consider  this  uncommon  luxury  car  be- 
fore you  make  any  choice.  The  Jaguar  XJ6 
will  reward  all  of  your  senses,  including  your 
sense  of  practicality.  For  the  name  of  the 
Jaguar  dealer  nearest  you,  call  these 
numbers  toll-free:  (800)  447-4700,  or,  in  Illi- 
nois, (800)  322-4400. 


JAGUAR 


M  Jaguar  Rover  Triumph  Inc. 

Leonia,  New  Jersey  07605 


Harris  technology 

on  the  

job 

In  communications, 

Harris  covers  a 
broad  spectrum. 
With  complete 
satellite  communi- 
cation systems, 
AM/FM  radio  and 
TV  broadcast 
equipment,  long 
and  short-range 
two-way  radios. 

For  developing 
nations,  Harris 
satellite  communi- 
cation systems  provide 
a  quick  and  cost  effective 

way  to  establish  or  expand  nationwide  telephone,  TV, 
radio  and  other  essential  communication  services. 

Harris  technology  works  worldwide  —  in  communication 
equipment,  information  systems,  government  systems, 
semiconductors  and  printing  equipment.  For  information,  write: 
Harris  Corporation,  Melbourne,  Florida  32919. 


Harris  satellite  communication  system 
terminal  in  Ibadan,  Nigeria 


HARRIS 


COMMUNICATION  AND 
INFORMATION  PROCESSING 


J.C.  Herbert  Br\)ant  of  O'Sullivan  Corp.  bad- 
mouths  his  own  company  s  stock.  Watch  what 
he  does,  however,  not  what  he  says. 

The  hands -off 
approach 


The  Up-And-Comers 


Chairman  J.C.  Herbert  Bryant  of  O'Sullivan  Corp 

"1  doraf  want  to  be  a  major  corporation— you've  got  to  owe  so  much  money!' 


I think  our  stock  is  a  poor  buy,"  ob- 
serves O'Sullivan  Corp.'s  Chairman 
J.C.  (for  John  Carlyle)  Herbert  Bry- 
ant, 70,  looking  as  if  he'd  just  smelled  a 
dead  mouse. 

Down  in  O'Sulhvan's  hometown  of 
Winchester,  Va.,  with  its  elegant  horse 
farms  and  lush  apple  orchards,  one 
doesn't  take  such  remarks  at  face  value. 
Low  profiles  and  self-deprecation  go 
with  the  territory.  Especially  when  one 
is  talking  to  a  past  master  of  understate- 
ment like  Herbert  Bryant. 

The  facts:  Little  (sales,  $55  million) 
O'Sullivan  Corp.  has  been  averaging 
26.5%  on  stockholders'  equity  for  the 
past  five  years,  earnings  have  been  grow- 
ing about  36%  a  year  since  1974  and  the 
company  has  no  long-term  debt  what- 
ever. No  matter  what  business  one  is  in, 
those  numbers  aren't  bad.  But  if  one  is 
making  such  products  as  shoe  soles,  plas- 
tic swimming-pool  liners  and  auto- 
mobile dashboards,  they're  .  .  .  well, 
they're  not  bad  at  all. 

Of  course,  Herbert  Bryant  doesn't 
mean  O'Sullivan  stock  is  a  "poor  buy" 
for  him.  Bryant,  who  already  owns  28% 
of  the  stock  in  his  own  name  (other 
officers  and  directors  own  an  additional 
27%),  keeps  a  standing  buy  order  out 
most  of  the  time  in  hopes  of  pulling  in 
the  holdings  of  the  1,600-odd  small 
O'Sullivan  shareholders.  O'Sullivan 
shares  have  been  trading  on  the  Amex  at 
five  times  earnings  and  have  done  so  for 
the  past  five  years.  "I'm  sure  that  60%  of 
the  stock  that's  traded  every  year  I've 
bought,"  he  says.  When  Bryant  urges 
people  not  to  buy  O'Sullivan  stock  what 
he  means  is  he  doesn't  want  them  mak- 
ing it  more  expensive  for  him  to  go  pri- 
vate (although  he  claims  this  is  not  his 
intent).  "If  you  tried  to  buy  10,000 
shares,"  he  warns,  "I  bet  it'd  take  a 
month  and  you'd  bid  the  price  up  two 
points." 

Bryant  first  got  interested  in  O'Sulli- 
van back  in  1957.  At  the  time  he  says  he 
was  puttering  about  "in  the  fertilizer 
business  and  doing  a  little  farming."  Lat- 
er one  discovers  what  Bryant  means  by 
"a  little  farming":  He  has  an  8,000-acre 
timber  and  soybean  plantation  on  the 
Mississippi  called  Purvis  Grange  that's 
been  in  the  family  since  1852.  He  also 
raises  racehorses  "just  over  the  moun- 
tains" in  Middleburg,  Va.  and  keeps 
horses  near  Chantilly,  France  for  the  Eu- 
ropean circuit.  The  fertilizer  business 
was  no  mom-and-pop  operation  either.  It 
seems  Bryant's  grandfather,  "having 
been  wounded  four  times  in  the  Civil 
War  by  the  age  of  19,"  got  into  the  busi- 
ness in  1867  and  wound  up  as  president 
of  Virginia  Carolina  Chemical,  which 
ranked  as  the  46th-largest  company  in 
the  country  in  terms  of  assets  in  1917 
(the  surviving  company  is  now  a  subsid- 
iary of  Mobil  Oil).  Bryant's  father  then 
went  back  into  the  fertilizer  business  on 
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Chairman  Bryant  with  his  president,  son  Arthur  (Bunny)  Bryant  II 

The  trick,  says  Bryant  senior,  is  "to  pick  the  right  fellow  for  the  right  position  and  motivate  him." 


his  own  with  branches  throughout  Penn- 
sylvania, Maryland  and  Virginia  (Bryant 
sold  them  off  about  five  years  ago).  "Oth- 
er interests"  crop  up  haphazardly  as  the 
conversation  progresses.  Bryant  was  in 
the  aircraft  parts  business  (a  winner)  and 
the  oil  business  (a  loser).  At  some  point — 
Bryant  can't  recall  just  when  exactly — he 
had  a  prosperous  chain  of  retail  broker- 
age offices  in  Washington,  D.C.  (they're 
now  owned  by  Reynolds  Securities,  Inc.). 
He  still  keeps  a  seat  on  the  New  York 
Stock  Exchange  ("I  could  have  had  it  for 
$17,500  like  my  brother,  but  I  waited  for 
the  price  to  drop  and  had  to  pay  $28,000 
for  it  in  1942,"  he  recalls  ruefully;  the 
brother  later  died  at  the  wheel  in  a  Grand 
Prix  race  in  Europe). 

Bryant,  then,  was  not  exactly  your  run- 
of-the-mill  country  farmer  in  1957  when 
some  friends  told  him  about  an  ailing 
little  rubber-heel  manufacturer  called 
O'Sullivan  Rubber  Corp.  (founded  in 
1896  by  foot-weary  printer  Humphrey  of 
the  same  name).  They  had  imported 
crack  new  management  from  New  York 
City  to  attempt  a  turnaround  and  the 
company  was  just  entering  a  promising 
new  field:  plastics.  Not  long  thereafter 
those  same  friends  lost  faith  in  the  mar- 
ginal company  and  Bryant  bought  them 
out.  Plastics  had  a  future,  he  thought  to 
himself.  The  stock  went  down  and  Bry- 
ant bought  a  little  more,  always  encour- 


aging management  to  emphasize  the 
automotive  market  for  plastics.  "I've  al- 
ways liked  the  automotive  business,"  he 
explains.  "If  the  automotive  business 
doesn't  go,  nothing  goes." 

Along  about  1958,  O'Sullivan  came  up 
with  a  superior  vinyl  sheet  and  became 
one  of  the  very  first  manufacturers  of 
automobile  padded  dashboards — ten 
years  before  such  dashboards  became 
mandatory  for  safety  reasons.  Still,  the 
first  thing  Bryant  did  in  1960,  when  he 
had  accumulated  enough  stock  to  be  in- 
vited to  join  the  board,  was  to  engineer 
the  ouster  of  the  president.  "I  didn't  like 
the  way  things  were  going,"  he  says 
blandly,  "they  weren't  making  any  mon- 
ey. I  had  to  do  the  same  thing  at  Capital 
Airlines.  First  thing  we  went  on  the 
board,  we  changed  presidents  and  we 
accomplished  a  lot  there  after  that." 

Capital  Airlines? 

"I  was  the  largest  stockholder  in  Cap- 
ital Airlines  right  after  the  war,"  Bryant 
explains.  "It  was  close  by,  a  small  com- 
pany I  could  buy  enough  of  to  have  a 
substantial  interest,  don't  you  see,  and'I 
thought  airlines  had  a  future.  I  got  out 
right  before  they  sold  out  to  United.  I  got 
out  when  they  bought  those  Viscounts 
[British-made  turbo-props],  I  was  op- 
posed to  that.  ..." 

Characteristically  Bryant  had  asked 
Capital  pilots  what  they  thought  of  the 


Viscounts.  He's  been  an  avid  pilot  him- 
self all  his  life.  He  still  flies  his  own  twin- 
engine  Beech  Queen-Air,  which  bears 
his  light-blue/dark-blue  racing  colors. 
He's  also  been  a  motorcycle  buff  (he 
owns  12  of  them)  since  his  college  days 
at  the  University  of  Virginia,  and  recent- 
ly tooled  down  to  Palm  Beach  astride  a 
Yamaha  1100.  "He's  a  senile  hippie," 
says  his  son,  Arthur  H.  (Bunny)  Bryant  II, 
O'Sullivan's  president,  affectionately. 

Having  changed  management  and 
charted  a  future  course  for  O'Sullivan 
that  focused  heavily  on  plastics  for  the 
automotive  market,  Bryant  stepped 
aside  again  and  went  back  to  his  broker- 
age business  and  fertilizer  business.  He 
wasn't  about  to  sit  around  harassing  his 
new  operating  man  at  O'Sullivan.  Says 
he:  "Pick  the  right  fellow  for  the  right 
position  and  motivate  him.  Very  few 
people  are  self-motivating." 

When  O'Sullivan's  marketing  seemed 
sluggish  in  1970,  Bryant  installed  his  De- 
troit sales  representative,  aptly  named 
lack  Armstrong,  as  the  company's  presi- 
dent. By  1974  sales  had  risen  smartly 
from  $18  million  to  $30  million.  But 
earnings  were  still  just  3.7%  of  sales. 
Bryant  wasn't  satisfied.  Back  to  his  for- 
mer Detroit  office  went  lack  Armstrong. 
In  as  executive  vice  president  came  son 
Bunny  Bryant,  a  former  banker. 

"We  had  a  little  rampage  here,"  says 
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The 

electronic  express. 

Now  you  can  lower  the  cost  of  electronic  mail  with  a  fax  network 
that  puts  precisely  the  right  equipment  in  the  right  place. 


Our  dex®  facsimile  communications  systems 
give  you  more  ways  than  ever  before  to  transmit 
documents,  charts  and  graphs.  Across  the'country 
or  the  world. 

We  give  you  a  choice  of  speeds.  From  the  low-cost 
dex  1100  that  transmits  a  page  in  two  minutes  up  to 
the  high-speed  dex  5100  digital  system  that  does  the 
same  work  in  as  little  as  20  seconds. 

And  our  exclusive  DEXNET®  network  lets  you 
tie  together  any  variety  of  machines  that  meet 
CCITT  standards.  Analog  and  digital.  Attended 
and  automatic.  High  and  low  speed. 

At  last  you  can  build  a  communications  network 
with  the  proper  equipment  matched  to  specific 
applications.  This  can  increase  the  efficiency  of 
your  electronic  mail  system.  And  lower  its*cost. 


And  you  can  easily  plug  in  additional  equipment  as 
you  need  it.  Without  disrupting  your  existing  network. 

Moreover,  when  you  buy  a  dex  system,  you  get 
the  added  security  of  knowing  the  whole  Burroughs 
organization  is  behind  you. 

Burroughs  is  a  total  capability  company  with  over 
90  years  experience  in  information  management.  We 
provide  total  system  support.  Hardware,  software, 
customer  training,  system  maintenance  —  even  the 
business  forms  and  supplies  you  need. 

For  additional  information,  write  Graphic  Sciences, 
Inc.,  Department  FRB-8,  Corporate  Drive,  Commerce 
Park,  Danbury,  Connecticut  06810.  Graphic  Sciences  is 
a  subsidiary  of 
Burroughs 


12  floors  above  the  heart  of 
Chicago.  Because  some- 
times you  want  the  world 
at  your  fingertips . . .  and 
sometimes,  a  million  miles 
away. 


THE  RITZ-CARLTON 

CHICAGO 

at  Water  Tower  Place 

a  four  Seasons  Hotel 

Call  your  travel  agent 

or  Illinois  (312)  266-1000 
elsewhere  (800)  621-6906 
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Bryant,  a  twinkle  in  his  eye. 

"Mr.  Bryant  decided  to  change  man- 
agement," says  Bunny.  "We  lost  a  lot  of 
people  and  put  in  computer  controls." 

"Mr.  Bryant  is  being  modest  about  his 
role  in  cost-cutting,"  says  Treasurer 
fames  T.  Holland,  a  former  Booz,  Allen 
consultant,  brought  in  in  1976.  "Tele- 
phones were  ripped  out.  People  were 
eliminated." 

In  1976,  buoyed  by  a  strong  auto  mar- 
ket, O'Sullivan's  earnings  rose  136%, 
from  SI. 4  million  to  $3.3  million,  on  a 
58%  increase  in  sales,  to  $46  million. 
Net  income  was  now  7.2%  of  sales. 

Despite  the  fact  that  O'Sullivan  gets 
almost  half  of  its  sales  from  the  auto- 
motive market,  Bryant  makes  a  strong 
case  that  his  company  has  never  been  in 
better  shape  to  withstand  an  economic 
downturn.  O'Sullivan's  competitors  in- 
clude far  larger  outfits  like  Uniroyal  and 
Goodyear.  Few  are  faring  so  well  in  PVC 
sheet  these  days.  "It's  the  big  ones  that 
are  going  out,"  says  Bryant.  "Union  Car- 
bide just  sold  a  big  installation  in  New 
Jersey.  W.R.  Grace  had  a  big  calendering 
operation,  most  of  which  they've  sold 
off.  They  have  only  one  plant  left  with 
five  calenders  in  it  down  in  Mississippi 
and  they're  trying  to  sell  that." 

An  opportunity  for  O'Sullivan? 

"We  looked  at  it,"  he  says.  "We're  not 
interested." 

Wrong  location? 

"Mississippi?"  he  asks  incredulously. 
"I  have  great  faith  in  Mississippi.  I'm  a 
deputy  sheriff  of  Warren  County!" 

"The  plant  does  half  the  business  we 
do  with  four  times  the  space,"  says  Bun- 
ny Bryant  crisply.  "That's  the  problem." 

The  plants  being  shut  down  were 
mainly  aimed  at  mass  markets  like  wall- 
paper and  upholstery,  where  there  have 
been  savage  price  wars.  But  Bryant  has 
kept  O'Sullivan  on  the  straight  and  nar- 
row path  of  premium  specialty  markets. 
"We  don't  even  fool  with  shower  cur- 
tains or  some  of  these  areas  where  qual- 
ity is  not  important,"  he  says.  "We  stay 
away  from  anything  that's  a  screw  ma- 
chine operation — something  a  guy  can 
practically  set  up  in  his  garage."  Special- 
ty markets  mean  smaller  runs,  of  course. 
"We'll  go  as  low  as  5,000  pounds  a  time 
on  our  calenders,"  says  Bryant,  "whereas 
most  of  our  competitors  don't  think  they 
can  do  anything  under  100,000  pounds  at 
a  time.  Most  of  our  customers  can't  buy  a 
carload  at  a  time.  So  we  accommodate 
them  by  making  two  or  three  truck  de- 
liveries a  month."  And  customers  ac- 
commodate O'Sullivan  by  paying  a  high- 
er price. 

O'Sullivan  has  secured  for  itself  an 
equally  comfortable  position,  in  the  pad- 
ded dashboard  and  the  growing  internal 
and  external  plastic  automotive  trim 
market.  There,  Bryant  boldly  went  for 
economies  of  scale.  "We  probably  have 
more  large-tonnage  presses  than  any  oth- 


er custom  injection-molder  servicing  the 
automotive  industry,"  he  says.  "The 
only  machines  larger  than  our  2,700-ton 
press  in  the  Gulfstream  division  are  ma- 
chines like  Ford's  3,000-ton  presses. 
There  really  are  only  three  or  four  other 
people  equipped  to  bid  on  an  automotive 
job  against  us."  Bryant  figures  that 
O'Sullivan  has  65%  of  the  market  for  all 
padded  dashboards  that  the  auto  compa- 
nies don't  make  in  house,  plenty  of 
growth  potential  in  interior  molding  and 
trim  parts. 

Lastly,  there  is  the  heel-and-sole  busi- 
ness (still  about  25%  of  O'Sullivan  sales) 
where  unwashed  Rube  Goldberg  machin- 
ery of  ancient  vintage  cranks  out  maybe 
70,000  pairs  to  80,000  pairs  a  day  amid 
the  shrill  sound,  piped  in,  of  the  country 
and  western  tearful-earfuls  that  O'Sulli- 
van workers  seem  to  like.  If  it  is  not  an 
especially  fast-growing  business — "The 
repair  trade  is  falling  every  year,"  says 
Bryant,  "so  many  shoes  are  made  now 
that  can't  be  repaired" — it  is  at  least  a 
comfortable  retreat — few  would  invest  in 


"We're  in  better  shape  to 
stand  a  setback  than  almost 
anyone  I  know  .  .  .  I've  always 
been  ascared  of  borrowed 
money.  We've  operated  like  we 
didnt  know  what  was  going 
to  happen  next — I'm  not  sure 
many  people  do." 


a  heel-and-sole  factory  today. 

Herbert  Bryant  is  not  particularly  san- 
guine as  he  looks  at  the  immediate  future 
for  the  economy.  "With  everything 
bought  on  time  now,"  he  says,  "you 
wonder  what  would  happen  if  you  had  a 
25%  recession.  It  would  wipe  everybody 
out!"  But  he  is  as  confident  as  could  be 
about  O'Sullivan.  "We  think  we're  in 
better  shape  to  stand  a  setback  than  al- 
most anyone  I  know,"  he  says.  "We 
don't  owe  any  money.  We're  not  even 
using  the  money  we've  got.  I've  always 
been  ascared  of  borrowed  money.  We've 
always  operated  like  we  didn't  know 
what  was  going  to  happen  the  next  day — 
and  I'm  not  sure  many  people  do!" 

Does  O'Sullivan  have  the  potential  to 
be  among  the  great  corporations  of  to- 
morrow? Bryant  gives  a  barely  percepti- 
ble snort  at  that  one.  "Well,  I  really  don't 
want  to-be  a  major  one  right  now,"  he 
says.  "Because  to  be  a  major  company 
you've  got  to  owe  so  much  money." 

So  why,  with  prospects  so  dismal,  is 
Bryant  sitting  there  and  buying  every 
share  of  O'Sullivan  that  comes  his  way? 
"Oh,"  he  says  matter-of-factly,  "if  I  was 
smart  I  guess  I  would  be  heavily  invested 
in  tax-frees.  But  I'm  not.  With  tax-frees 
you  lose  the  appreciation  possibilities 
and  I've  always  been  looking  to  the  fu- 
ture." — Geoffrey  Smith 
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HOW  TO 

RING  RITA  IN  RIO 


MARClULIfl,NO 


DIAL  DIRECT 

If  you  hove  Inrernononol  Dialing,  you  con  really  do  ir  yourself.  In  fact,  you  can 
dial  all  around  rhe  world  and  reach  your  party  so  fast,  if  mighr  make  your  head 
spin!  For  Rio  de  Janeiro,  jusr  dial: 

INTERNATIONAL  ACCESS  QODE  COUNTRY  CODE       CITY  CODE 

011  +  55  +  21  +  LOCAL  NUMBER 
Dy  all  means,  use  International  Dialing  whenever  you  can.  On  a  3-  minure  call 
ro  Rio,  it's  $1 .30  less.  Thar's  a  saving  of  more  rhan  1 3%. 


ALMOST  DIRECT 


Here's  how  ro  speed  up  your  calls  unril  your  area  gers  International  Dialing. 
Dial  0,  and  be  ready  to  give  the  Operator  the  country  city  and  local  telephone 
number  you  want.  Specify  Station  or  Person  call.  The  quicker  you  give  your 
information,  the  faster  your  call  goes  through,  and  the  sooner  you're  in  touch. 
And  on  Station  calls  not  requiring  special  operator  assistance,  you  can  get  the 
same  low  rates  as  International  Dialing. 

PS.  Everyone  can  dial  direct  to  Canada,  the  Caribbean,  Alaska,  Hawaii, 
and  parts  of  Mexico-just  as  you  dial  direct  to  cities  inside  the  continental  U.S. 

Buying  bananas  or  breaking  good  news,  make  a  record  of  rhe  codes 
you  use-and  use  them  to  call  the  world,  fast. 


CODES  FOR  PRINCIPAL  CITIES  IN  BRAZIL  (55) 
Belem  91    ForTolezo        85    Rio  de  Janeiro  21 

Delo  Horizonre  31    Goiania  62    Salvador  71 

Brasilia  61    Nireroi  21    Sanro  Andre  11 

Campinas  192  Porto  Alegre  512  Santos  102 
Cunribo        412    Recife  81    Sao  Paulo  11 


(5)  Bell  System 


It's  hard  even  to  find  a  good  old  made-in- 
U.S.A.  baseball  glove.  And  the  same  fate  may 
await  leather  shoes,  handbags  and  garments. 

The  last  roundup 
for  leather? 


By  Richard  Greene 

The  signs  are  there,  like  vultures 
flying  over  a  diseased,  but  still 
breathing,  man.  It's  been  years 
since  you  could  easily  find  a  leather  base- 
ball glove  made  in  the  U.S.  The  pair  of 
leather  shoes  that  cost  $20  two  years  ago 
goes  for  over  $30  today,  and  it's  difficult 
to  find  them  at  that  price.  All-leather 
attache"  cases  are  out  of  sight,  many  sell- 
ing in  the  hundreds  of  dollars. 

At  the  same  time,  the  fashionable  gent 
in  Tokyo  is  wearing  all-leather  shoes, 
carrying  a  leather  attache"  case,  and  prob- 
ably playing  baseball  with  a  Japanese  - 
made  leather  glove.  Which  wouldn't  be 
so  ironic  if  it  weren't  for  the  fact  that  the 
Japanese  raise  virtually  no  cattle — the 
raw  material  for  leather.  No,  it's  the  U.S. 
that  raises  all  those  cattle. 

Says  Lawrence  McGourty,  president  of 
Melville's  Thorn  McAn  shoe  division, 
"The  Japanese  wear  leather  because  they 
know  Americans  wear  leather  and  they 
want  to  be  like  Americans.  But  if  they 
keep  it  up,  they'll  be  the  only  ones  wear- 
ing leather." 

So,  naturally,  with  skyrocketing  prices 
and  high  international  demand,  the  tan- 
ners are  cleaning  up,  right?  Wrong.  Dead 
wrong.  The  tanning  industry,  which  has 
been  dismal  for  years,  may  be  on  its  last 
legs.  Take  Newark,  for  example.  Pre- 
World  War  n,  there  were  some  60  tanner- 
ies in  that  New  Jersey  city.  Now  there 
are  three.  Just  ten  years  ago  some  30 
million  hides  were  processed  domestical- 
ly for  leather;  now  it's  half  that. 

The  problem,  basically,  is  that  there  is 
a  leather  shortage.  Last  year  40  million 
head  of  cattle  were  slaughtered  in  the 
U.S.  and  this,  year  it  will  probably  be 
down  to  34  million.  So,  the  supply  of 
hides  is  down.  Meanwhile,  the  demand 
remains  high.  It  is  hardly  surprising, 
then,  that  prices  in  December  1978  were 
52%  higher  than  a  year  earlier,  and  by 
last  April  they  had  risen  147%  since  De- 
cember 1977,  to  94.2  cents  a  pound. 


Kansas  cattle  herd 


rr: 

3 

Thorn  McAn's  Lawrence  McGourty 


Whose  precious  hide  will  be  saved? 

The  pressure  driving  these  prices  up  is 
not  only  the  decreasing  number  of 
hides — a  phenomenon  of  the  cattle  cy- 
cle— but  also  the  huge  demand  overseas, 
particularly  in  Japan  and  Korea,  for  those 
hides.  Since  1976  the  U.S.  has  been  ex- 
porting a  larger  and  larger  percentage  of 
its  hides,-  71%  of  U.S.  output  is  now 
being  exported,  to  supply  about  75%  of 
the  hides  traded  on  world  markets. 

According  to  Eugene  Kilik,  president 
of  the  Tanners'  Council  of  America,  do- 
mestic tanners  just  don't  have  much  of  a 
chance  at  getting  to  the  hides.  There  are 
arrangements,  he  claims,  in  which  the 
Japanese  offer  to  pay  10  cents  a  pound 
more  than  the  best  bid  made  by  Ameri- 
can firms.  That's  the  kind  of  offer  you 


just  can't  beat.  Especially  as  the  Japanese 
restrict  U.S.  incursions  into  their  profit- 
able market. 

To  add  to  the  problem,  the  U.S.  is 
virtually  the  only  nation  supplying  Ja- 
pan's lust  for  hides.  The  other  major  cat- 
tle-producing countries,  like  Brazil,  Ar- 
gentina and  Uruguay,  ban  export  of 
hides,  preferring  to  compete  with  fin- 
ished leather  goods.  That's  a  good  idea 
for  developing  nations  because  it  means 
jobs;  shoes,  handbags  and  the  like  are 
labor  intensive.  Unfortunately,  this 
leaves  the  U.S.  as  virtually  the  only  free- 
market  nation  in  an  unfree  market. 

Since  there  is  little  that  can  be  done  to 
persuade  the  Brazilians  and  others  to  sell 
their  raw  hides,  the  U.S.  leather  industry 
is  in  a  quandary.  The  shortage  doesn't 
hurt  only  the  tanners,  it  hurts  manufac- 
turers of  shoes,  handbags  and  garments 
as  well  as  retailers  who  find  it  difficult  to 
sell  a  pair  of  $25  shoes  for  toddlers. 

Says  McGourty,  "This  is  the  first  time 
I  can  remember  in  the  shoe  business  that 
everybody — the  tanners,  the  high  price 
shoe  retailers,  the  popular  price  shoe  re- 
tailers and  the  manufacturers — is  work- 
ing together  to  persuade  the  government 
to  do  something." 

Last  year  they  had  some  success.  The 
government  negotiated  some  conces- 
sions from  the  Japanese.  Said  the  leather 
industry:  Too  little,  too  late. 

Essentially,  the  leather  industry  wants 
a  limited  embargo  on  the  hides  being 
exported.  This  will  ease  the  market  here 
and  provide  blessed  price  relief.  And 
Congress  listens — at  least  a  little — to  an 
industry  that  employs  about  300,000. 

There  is  even  precedent  for  this  kind 
of  limited  embargo  in  the  1969  Export 
Administration  Act,'  which  President 
Nixon  tried  to  use  in  July  1972  to 
put  some  restrictions  on  hide  exports. 
By  August  the  cattle  lobby  had  pushed 
in  an  amendment  and  the  restriction 
disappeared. 

The  fact  is,  not  everybody  thinks  the 
leather  industry  needs — or  deserves — 
help  from  the  government.  The  produc- 
ers of  hides — cattlemen  and  meat  pack- 
ers— would  be  hurt  in  the  pocketbook  by 
any  form  of  restriction  on  their  export- 
ing hides.  They  argue  that  they  should  be 
able  to  get  the  highest  price  possible  for 
their  goods.  Listen  to  Bill  Delph,  vice 
president  of  Iowa  Beef  Processors,  one  of 
the  largest  U.S.  hide  producers:  "The 
tanners' are  not  being  shut  out.  They  can 
buy  hides.  They  can  get  all  the  hides  they 
want.  But  they're  going  to  have  to  pay  for 
them."  The  cattlemen  mirror  that  senti- 
ment— perhaps  even  more  strongly. 

Funny,  isn't  it?  These  are  the  same 
people  who  scream  bloody  murder  if  the 
U.S.  lets  in  foreign  meat  to  hold  prices 
down:  They  are  about  as  protectionist  as 
they  can  be  then.  But  when  it  comes  to 
their  precious  hides — why,  there's  no- 
body here  but  us  free-traders.  ■ 
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Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


R[  Y  MOLDS  TOBACCO  CO 


The  Vantage  Point 

Where  great  taste  and 

Is\ia#  ini*  moot 


gular,  M< 


IVSVT    IVJI  III' 


Great  taste  once  belonged 
only  to  high  tar  cigarettes.  Not 
any  more.  The  secret?  The 
specially  designed  Vantage  filter 
works  together  with  our  rich 
Flavor  Impact""  tobacco  blend 
to  deliver  satisfying  flavor  in 
every  puff.  That's  Vantage.  Low 
tar  with  a  uniquely  satisfying 
taste.  And  that's  the  point. 


"AT  EASTERN, WE'RE  SOLVING 
THE  PROBLEM  OF  OVERCROWDING 
DY ADDING  MORE  PEOPLE." 

—  FRANK  BORMAN,  PRESIDENT,  EASTERN  AIRLINES. 


As  airfares  have  come 
down,  airline  traffic  has  gone 
up.  And,  too  often,  that's  led 
to  crowded  terminals  and 
long  lines—  a  situation  that's 

A  VIEW  ON 
CROWDED  AIRPORTS 
FROM  EASTERN. 

been  particularly  annoying 
to  the  most  frequent  fliers. 

At  Eastern  Airlines, 
we  don't  think  any  of  our 
customers  should  be  incon- 


venienced just  because  there 
are  more  of  them.  And  we're 
trying  hard  to  see  that  it  does 
not  happen  to  you. 

We've  hired  over  a 
thousand  new  employees, 
specifically  to  work  at  air- 
ports. So,  at  Eastern  termi- 
nals across  the  country,  you'll 
find  extra  ticket  agents  and 
gate  agents  working  to 
shorten  lines.  And 
more  baggage  han- 
dlers to  speed  you  on 
your  way. 


But  simply  adding  more 
people  isn't  enough.  Because 
it's  the  quality  of  service  our 
people  provide  that's  really 
important.  All  of  us  at  Eastern 
know  that  earning  our  wings 
every  day  is  more  than  just  a 
set  of  words.  It's  a  commit- 
ment and  a  promise  to  give 
you  good,  personal  service 
every  time  you  fly. 
No  matter  how  fre- 
quently you  fly  with 
us.  Or  how  many  of 
you  there  are. 

RIM 


WE  HAVE  TO  EARN  OURWINGS  EVERYDAY 


A  rumpled  outsider  takes  on  a  well-groomed 
insider  in  battle  for  some  of  Hawaii  s  high- 
priced  property.  Chances  are  both  will  win. 


Harry  Weinberg 

versus 
Colin  Cameron 


ance  are  Alexander  &  Baldwin's  acquisi- 
tion of  Pacific  Resources,  a  local  energy 
company;  and  the  consolidation  of  Brew- 
er into  IU  International,  a  Philadelphia- 
based  conglomerate.  The  proxy  fight  that 
Weinberg  lost,  at  least  momentarily,  in- 
volved two  seats  on  Maui  Land  &  Pine. 

Weinberg  has  always  been  litigious  but 
on  ground  solid  enough  to  beat  back  po- 
litical, regulatory  and  management  oppo- 


By  Richard  Phalon 


Harry  Weinberg  is  a  shrewd,  of- 
ten abrasive  entrepreneur  who 
has  been  taking  on  the  Estab- 
lishment— any  establishment — for  years 
now  and  making  big  money  at  it.  He's 
gone  to  the  mat  with  politicians  and 
entrenched  management  in  cities  as  di- 
verse as  Honolulu,  Scranton,  Dallas  and 
New  York.  Thanks  partly  to  his  skills  as 
a  proxy  fighter — and  his  appreciation 
that  the  threat  of  a  fight  can  be  as  potent 
as  the  real  thing — Weinberg  has  wound 
up  laughing  all  the  way  to  the  bank. 

Weinberg  is  now  in  his  early  70s  but 
feisty  as  ever.  In  his  latest  assault,  he  is 
taking  on  what  may  be  the  tightest  es- 
tablishment of  them  all — the  kamaainas 
who  control  such  land-rich  members  of 
Hawaii's  "Big  Five"  or  its  satellites  as  C. 
Brewer  &  Co.,  Alexander  &  Baldwin  and 
Maui  Land  &  Pineapple  (see  bo.x,p.64). 

The  confrontation  is  classic.  On  one 
side,  the  Austrian-born  Weinberg,  whose 
formal  education  ended  around  the  sixth 
grade.  On  the  other  side,  antagonists  like 
Colin  C.  Cameron,  the  52-year-old  chair- 
man of  Maui  Land  &  Pine  whose  family 
has  been  on  the  island  for  five  genera- 
tions, and  who  personifies  the  kamaaina 
and  Harvard  Business  School  with  his 
crisp  but  casual  aloha  shirt  and  his  well- 
tended  fingernails. 

Weinberg  is  the  quintessential  mala- 
hini — an  outsider  despite  being  one  of 
the  largest  individual  landowners  and  in- 
vestors in  Hawaii.  With  an  investment 
of  $35  million  at  stake,  he  is  the  biggest 
outside  shareholder  in  Dillingham,  Alex- 
ander &  Baldwin  and  Maui.  He  also  owns 
a  sizable  chunk  of  another  Big  Five  agri- 
business, C.  Brewer  &  Co. 

Weinberg  is  big  enough,  in  fact,  to 
throw  into  doubt  two  proposed  mergers 
that  may  be  aimed  at  freezing  him  out. 
He  carries  enough  clout  to  force  a  third 
kamaaina  company  into  a  last-ditch  de- 
i  fense  to  keep  him  off  the  board. 

The  combinations  hanging  in  the  bal- 


Harry  Weinberg 
Kicks  in  kicking  the  Establishment. 

sition  to  the  series  of  four  transit-com- 
pany acquisitions  and  liquidations  that 
made  him  rich. 

Thus,  at  first  word  of  the  Alexander  & 
Baldwin  and  Brewer  proposals,  Weinberg 
stormed  into  court.  His  basic  argument  is 
that  the  mergers  are  a  "sellout"  because 
the  terms  do  not  take  into  account  the 
grossly  understated  book  values  of  either 
company. 

Like  all  of  the  Big  Five,  A&B  and 
Brewer — and  Maui — are  tied  to  the  un- 
certainties of  the  commodities  busi- 
ness— sugar  and  shipping  in  the  case  of 
A&B;  sugar,  molasses  and  macadamia 
nuts,  among  others,  in  the  case  of  Brew- 
er. But  commodities  are  not  what  at- 
tracts Weinberg.  The  one  commodity  all 


the  major  Hawaiian  companies  have  go- 
ing for  them  is  land — land  that  was  put 
on  the  books  (and  is  still  carried)  at  low, 
low  1900  to  1930  prices. 

Maui  Land,  for  example,  owns  and 
manages  almost  30,000  acres,  including 
about  nine  miles  of  beachfront  on  the 
island  of  Maui,  one  of  the  most  beauti- 
ful— and  eminently  developable — spots 
in  Hawaii.  The  land  is  carried  at  an  aver- 
age cost  of  $91  an  acre  in  an  area  where 
even  outback  and  moose  pasture  sells  for 
$1,000  an  acre.  Prime  beachfront  acre- 
age, assuming  it  could  be  bought,  might 
go  for  $4  to  $5  a  square  foot. 

Maui's  stated  book  value  is  $19  a 
share.  The  stock,  currently  selling  at 
around  29,  is  one  of  the  few  kamaaina 
companies  that  trades  above  generally 
understated  book.  How  much  is  Maui 
truly  worth?  Who  knows'  Weinberg  con- 
tends at  least  one  tender  offer  has  been 
broached  to  him  at  $60  a  share.  Colin 
Cameron  questions  the  authenticity  of 
the  bid  but  obviously  thinks  his  com- 
pany is  worth  a  lot  more  than  its  stock 
sells  for. 

The  numbers  are  enticing.  Alexander 
&  Baldwin,  for  example,  owns  98,200 
acres,  some  73,400  on  Maui.  Brewer  con- 
trols 142,000  acres.  Not  all  that  land  is 
surplus  to  the  agribusiness,  nor  is  it  all 
suitable  for  development.  But  A&B  and 
Brewer — along  with  Dillingham  and 
Maui — have  diversified  into  commercial 
real  estate.  With  the  sound  of  distant 
cash  registers  ringing,  however,  Harry 
Weinberg  insists  that  none  of  the  land's 
real  potential  is  factored  into  the  A&B 
and  Brewer  merger  terms. 

Other  large  stockholders  apparently 
agree.  Gilbert  E.  Cox,  president  of  A&B, 
has  conceded  he  probably  does  not  com- 
mand enough  votes  to  put  the  consolida- 
tion through.  Cox  nonetheless  intends  to 
take  a  crack  at  doing  so  at  a  special 
meeting  that  will  probably  be  scheduled 
for  this  month.  The  Brewer  proposal, 
though  still  in  the  courts,  may  have  gone 
against  Weinberg. 

Pragmatic  as  ever,  he  is  concentrating 
on  Alexander  &  Baldwin.  Hit  with  an 
A&B  suit  charging  that  his  other  stock 
and  real  estate  holdings  raised  serious 
antitrust  problems,  Weinberg  backed 
away  from  his  bid  for  a  seat  on  the  sugar 
producer's  board.  At  the  same  time, 
though,  he  has  jacked  up  his  holdings  in 
A&B  from  6.5%  to  around  9.5%  of  out- 
standing as  of  his  last  filing  with  the 
Securities  &  Exchange  Commission. 
"We  believe  he's  bought  more  since 
then,"  says  a  company  spokesman.  Har- 
ry Weinberg  isn't  easily  frightened. 

Weinberg  clearly  has  the  resources  for 
a  fight  as  well  as  the  stomach.  He  oper- 
ates from  behind  the  screen  of  at  least  six 
corporations,  only  one  of  which — HRT, 
Ltd.,  the  vestige  of  the  old  Honolulu  Rap- 
id Transit  Co. — has  stock  in  public 
hands,  and  Weinberg  owns  90%  of  that. 
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Report  from  GTE. 

How  these  tiny  glass 

computersl 

i at the 


Is  this  the  start  of  a 
major  market?  Optical 
fibers  like  these  can  even 
now  carry  the  conversa- 
tions of  2700  computers. 
Fiber  cables  have  thou- 
sands of  times  the 
capacity  of  conventional 
cables  of  the  same  size. 


fibers  can  let  2700 
talk  to  each  other 
same  time. 


What's  so  important  about  that?  Just  this : 
Ordinary  telephone  lines  handle  about  2400 

'bits"  of  computer  talk  a  second.  But  computers 

'talk"  to  each  other  at  56,000  bits  a  second. 
Put  enough  computers  together,  all  fighting 

?or  telephone  time,  and  you  could  have  a  massive 

;raffic  jam. 

There  are  several  solutions  to  this.  One  of  the 
nost  promising  comes  from  glass  technology. 

Fiber  optics  to  the  rescue. 

Stretched  very  fine  (five-thousandths  of  an 
nch ) ,  a  hair-like  glass  fiber  can  carry  commu- 
lications  on  a  beam  of  light. 

That  light  beam  has  extraordinary  capacity, 
[n  fact,  we  have  shown  that  one  optical  fiber  can 
carry  more  than  150,000,000  bits  a  second  in  one 
Jirection.  Two  fibers  would  be  able  to  handle  the 
conversations  of  2700  computers  at  once. 

Fiber  optics  and  GTE. 

At  GTE,  we  have  been  involved  with  glass 
ibers  for  communications  for  many  years,  both 
n  the  laboratory  and  in  the  field. 


We  were  the  first  telephone  company  to  install 
a  fiber-optics  system,  using  regular  work  crews, 
for  regular  telephone  service.  This  installation, 
near  Los  Angeles,  has  been  in  continuous  service 
for  more  than  a  year. 

We  are  also  installing  two  systems  of  different 
capacities  in  Belgium.  When  these  two  installa- 
tions are  brought  to  full  operation,  they  will  be 
able  to  carry  over  173,000,000  bits  a  second. 

And  we  are  the  first  telephone  company  to 
field-test  an  all-data  fiber-optics  communications 
system. 

It's  only  the  beginning. 

The  real  data  log  jam  has  not  arrived  yet.  But, 
of  all  businesses,  one  of  the  fastest-growing  is 
communications.  And,  within  it,  data  commu- 
nications is  the  fastest  grower  of  all. 

So  GTE  is  working  now,  to  prevent  data  paral- 
ysis in  the  future.  We  are  trying  to  solve  your 
data  communications  problems  before  they  have 
a  chance  to  become  serious. 

Fiber  optics  is  one  of  the  things  we're  doing. 


One  Stamford  Forum,  Stamford,  Connecticut  0G904. 


Along  with  his  10%  stake  in  A&B,  his 
20%  chunk  of  Maui  and  his  7.75%  hold 
on  Dillingham,  his  property  sheet  in- 
cludes shopping  centers  in  Hawaii  and 
office  buildings  and  warehouse  space  in 
Maryland  and  Michigan  as  well. 

Weinberg  is  a  kind  of  perpetual-mo- 
tion Benjamin  Graham.  As  a  young  man 
in  Baltimore,  he  and  his  brother  William 
would  buy  houses  at  tax  sales,  fix  them 
up  with  a  bit  of  sweat  equity  and  resell 
them  at  a  profit.  He  learned  early  to  see 
opportunity  where  others  saw  only  prob- 
lems. Weinberg  likes  to  buy  below  book. 

Honolulu  Rapid  Transit,  for  example, 
like  most  bus  companies,  had  no  sex 
appeal  whatever  back  in  1957,  when 
Harry  first  took  a  position  in  the  stock. 
Members  of  one  of  the  Big  Five  families, 
the  Castles,  were  happy  to  unload  on 
Weinberg,  outsider  or  no,  shares  of  the 
bus  company  they  had  owned  for  years. 
Harry  asked  for  a  seat  on  the  board,  was 
rebuffed,  started  a  proxy  fight,  continued 
to  buy  stock  and  in  1960  became  chair- 
man of  the  board.  Harry  Weinberg  didn't 
want  to  run  buses.  His  eye  was  on  land 
and  cash — "nonutility  assets" — that 
Weinberg  argued  weren't  needed  in  oper- 
ating the  business.  He  parlayed  those 
into  control  of  bus  companies  in  Dallas 
and  New  York. 

Weinberg  soon  made  himself  so  un- 
popular— cutting  back  services,  fighting 
with  the  unions,  demanding  higher 
fares — that  the  politicians  finally  paid 


him  to  go  away.  The  local  governments 
bought  out  the  transit  companies  at 
prices  that  left  Weinberg  with  cash  to 
plow  back  into  rich,  Hawaiian  earth. 

For  example,  he  took  a  position  in 
Amfac,  Inc.,  another  of  the  Big  Five,  de- 
manded a  board  seat,  threatened  a  proxy 
fight.  He  finally  sold  his  shares  back 'to 
the  company  at  a  fat  profit.  He  repeated 
the  pattern  at  Dillingham,  the  big  Ha- 
waiian construction  company,  where  he 
persuaded  management  to  swap  his  $5.3 
million  worth  of  stock  for  $7  million 
worth  of  land. 

The  tough  Weinberg  may  have  met  his 
match  in  Colin  Cameron  of  Maui  Land. 
Weinberg's  20%  of  the  company  would 
have  entitled  him  to  a  seat  on  the  five- 
man  board  had  Cameron  not  pushed 
through  a  proposal  to  cut  the  board  to  two 
members.  Cameron  suggests  that  Wein- 
berg isn't  really  interested  in  a  seat  on 
the  board  but  is  merely  making  a  nui- 
sance of  himself  so  that  the  company 
will  buy  him  out  at  a  profit.  Weinberg 
indignantly  rejects  the  allegation. 

Cameron  and  Weinberg  are  a  fascinat- 
ing contrast:  It  would  appear  that  both  of 
them  are  in  the  game  for  more  than 
money.  Weinberg  seems  to  enjoy  stick- 
ing his  finger  in  the  Establishment's  eye. 
Cameron  seems  to  see  himself  not  only 
as  guardian  of  a  patrimony  but  as  an 
apostle  of  "orderly"  development  as  well. 
"I  think  Weinberg  regards  his  financial 
activities  as  a  game  for  its  own  sake," 


says  Cameron.  "He  does  nothing  with 
money  except  make  it." 

Cameron,  for  his  part,  realizes  that  he 
cannot  keep  control  of  Maui  indefinitely 
simply  by  standing  pat.  He  has  chosen  to 
move  the  family  company  into  the  hotel 
and  condominium  business  from  the 
ground  up,  without  taking  in  any  part- 
ners. Maui  has  done  some  borrowing,  but 
much  of  the  capital  that  has  gone  into  a 
major  resort  hotel  and  a  series  of  four 
high-priced  condominium  developments 
(they  sell  from  5100,000  to  $500,000)  has 
come  out  of  the  cash  flow  from  the  com- 
pany's extremely  profitable  pineapple 
plantations.  "He's  squandering  the  pine- 
apple money,"  insists  Weinberg. 

The  bootstrapping  has  penalized  earn- 
ings. Rising  interest  costs,  development 
costs  and  what  Cameron  characterizes 
as  "learning  curve"  mistakes  on  the  first 
141  condos  the  company  built  have  all 
hurt.  Over  the  last  four  years,  pretax 
losses  on  the  real  estate  operation  have 
mounted  from  $1.6  million  to  $7.5  mil- 
lion. Cameron  says  that  costs  are  under 
control  now,  but  for  a  variety  of  reasons 
(bad  weather,  the  impact  of  a  long  Unit- 
ed Airlines  strike  on  tourism),  he  doesn't 
see  real  estate  turning  the  corner  until 
the  fourth  quarter — if  then.  Wait  until 
next  year  is  what  Cameron  is  saying. 

Harry  Weinberg  doesn't  like  to  wait. 
However,  he  and  Cameron  are  agreed  on 
one  thing:  Each  in  his  own  way  is  bullish 
on  Hawaii.  ■ 


The  last  establishment 

In  Boston,  said  poet  John  Collins  Bossidy,  Lowells  spoke 
only  to  Cabots,  and  Cabots  spoke  only  to  God.  In  Hawaii, 
the  Lowells  and  Cabots  are  named  Castle,  Cooke,  Alex- 
ander, Baldwin. 

Descended  from  19th-century  New  England  missionaries, 
these  powerful  families  ruled  Hawaii  for  half  a  century. 
Today,  companies  they  control  still  own  40%  of  the  land 
and  dominate  the  state's  biggest  corporations. 

No  longer  is  Honolulu's  Pacific  Club  closed  to  women  and 
Orientals.  Wealthy  Chinese  sit  on  the  boards  of  Castle  & 
Cooke  and  Alexander  &  Baldwin.  Japanese-Americans 
dominate  the  state  government.  One  of  the  oldest  Hawaiian 
corporations,  C.  Brewer,  will  probably  be  swallowed  by  IU 
International;  and  the  Hong  Kong  firm  of  fardine,  Matheson 
owns  Theo.  H.  Davies,  the  134-year-old  sugar  company.  But 
unlike  their  Boston  cousins,  who  have 
retreated  to  more  genteel  occupations 
on  the  mainland,  these  transplanted 
Brahmins  still  play  a  big  part  in  the 
business  life  of  the  islands. 

The  missionaries  first  arrived  in  the 
1820s,  and  carried  instructions  from 
the  Mission  Board  to  create  "fruitful 
fields  and  pleasant  dwellings  and 
schools  and  churches."  But  their  de- 
scendants "came  to  do  good,  and 
stayed  to  do  well" — for  themselves. 
By  1900  the  Hawaiian  monarchy  had 
been  overthrown  and  the  islands  an- 
nexed to  the  U.S.  For  most  of  the  next 
60  years,  Hawaii  was  a  family  affair. 


Colin  Cameron  of  Maui  Land  &  Pine 
Tightening  his  grip  on  paradise. 


The  "Big  Five" — Castle  &  Cooke,  Alexander  Baldwin, 
Amfac,  Davies  and  Brewer — began  as  sugar  factors  or  agents 
for  plantations  established  by  the  earliest  settlers.  By  the 
early  1900s  they  owned  most  of  them.  Through  intermar- 
riage, in  turn,  four  families  came  to  the  fore:  Cooke,  Castle, 
Alexander  and  Baldwin.  (Colin  Cameron's  maternal  ances- 
tors were  Baldwins.)  At  least  one  of  these  families  sat  on  the 
board  of  each  of  the  Big  Five;  Alexander  &  Baldwin  had  six 
"family"  board  members. 

Their  power  began  eroding  in  the  economic  expansion  of 
World  War  II  and  the  rise  of  labor  unions.  Then  came 
statehood  in  1959,  which  made  it  impossible  to  control  the 
state  government  as  they  had  the  old  appointive  territorial 
government. 

Still,  Athertons,  Baldwins,  Wilcoxes  and  Waterhouses  sit 
on  the  boards  of  the  biggest  companies.  Hawaiian  Trust 
Co.,  which  manages  over  $1  billion,  owns  8.5%  of  Castle  & 
Cooke  and  has  a  representative  on  its 
board — while  two  C&C  executives 
are  Hawaiian  Trust  directors.  The  ka- 
maainas,  as  they  call  themselves — 
"children  of  the  land" — still  work  in  a 
cluster  of  offices  near  the  Honolulu 
waterfront,  and  play  golf  at  the  lush 
Oahu  Country  Club.  Their  children 
attend  the  elite  Punahou  School, 
founded  in  1841  as  a  piece  of  small- 
town New  England  in  Hawaii.  They 
worship  at  Honolulu's  142-year-old 
Central  Union  Church,  built  of  gray 
stone  in  the  New  England  style. 

Old  ways  remain — and  at  least  ves- 
tiges of  old  power.  — Flora  S.H.  Ling 
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Business  Communications: 
Person  -to-Person 

The  carefully  planned,  well  managed 
and  fully  integrated  office  information 
system  now  on  the  horizon  promises  to 
solve  some  of  the  most  pressing  prob- 
lems confronting  individual  companies 
and  the  whole  economy.  But  both 
vendors  and  users  must  bear  in  mind 
that  only  people  can  process  informa- 
tion. Machines  and  systems  support  the 
people,  not  vice  versa. 


Thomas  E.  Bolger 
Executive  Vice  President 
AT&T 


The  telephone  revolution  began  on 
March  10,  1876.  Functionally,  what 
happened  on  that  famous  evening  was 
that  one  person,  Mr.  Bell,  was  able  to 
communicate  with  and  thereby  influ- 
ence the  actions  of  another  person,  Mr. 
Watson,  at  a  distance  and  in  real  time. 
This  function — instant,  inexpensive, 
voice-to-voice  communication — con- 
tinues to  evolve  more  than  a  hundred 
years  later.  Today,  virtually  anyone  can 
talk  to  anyone  else,  anywhere  in  the 
world,  simply  by  pressing  a  few  buttons. 

As  important  as  voice-to-voice  tele- 
phone has  been  and  wiircontinue  to  be, 
we  stand  today  on  the  threshold  of 
another  telecommunications  revolution 
which  will  bring  voice  together  with 
print,  data,  video  and  other  media  into 
comprehensive,  fully  integrated  office 
information  systems.  Functionally, 
such  systems  will  mean  that  virtually 
any  business  user  will  be  able  to 
originate,  access,  manipulate,  trans- 
mit, store  and  retrieve  any  relevant 
information  in  any  appropriate  medium 
or  combination  of  media.  In  the  not-too- 
distant  future,  these  Total  Communica- 


tions Systems  (TCS's)  will  be  as  perva- 
sive as  the  telephone  is  in  today's 
business  environment.  They  will  be  reli- 
able, flexible,  inexpensive  and  secure. 
The  technology  is  already  well  ad- 
vanced and  the  economics  are  rapidly 
falling  into  place. 

The  problem,  for  both  vendors  and 
users,  is  in  understanding  the  evolution- 
ary strategies  that  lead  efficiently  from 
today's  increasingly  powerful  stand- 
alone information  offerings  to  tomor- 
row's integrated  TCS's.  There  have 
been  several  false  starts.  Centralized 
typing  pools  and  centralized  data  pro- 
cessing facilities,  both  fashions  of  the 
1960's  and  early  70's.  were,  for  exam- 
ple, driven  by  economic  considerations 
alone.  Neither  took  into  account  the 
way  information  really  flows  in  an 
organization  or  the  ways  in  which  its 
human  users  cope  with  it.  Consequent- 
ly, neither  realized  the  economic 
benefits  that  had  been  optimistically 
projected. 

The  Role  of  Information 

Almost  unnoticed,  the  United  States 


has  become  an  information  society. 
After  a  hundred  years  of  gradual 
growth,  information  workers  became  a 
majority  of  the  American  work  force  in 
the  mid-1970's.  These  are  people  with 
executive,  managerial,  administrative, 
professional,  secretarial  and  clerical 
job  titles.  Behind  those  titles  are  func- 
tions which  relate  to  the  creation,  use 
and  management  of  information  to  con- 
trol operations,  make  decisions  and 
solve  problems.  Such  people  constitute 
about  52%  of  all  workers  and  earn 
about  two-thirds  of  all  salaries  and 
wages,  currently  about  47  million 
people  making  about  $600  billion  a  year. 

And  the  output  of  these  workers  is  stag- 
gering. They  make  more  than  100  billion 
telephone  calls  a  year.  They  produce  an 
estimated  72  billion  documents  and 
maintain  another  300  billion,  with  a 
growth  rate  in  excess  of  20%.  They 
spend  an  average  of  12%  of  their  work- 
ing lives  in  face-to-face  meetings. 

By  contrast,  energy  is  a  relatively  small 
component  of  the  Gross  National 
Product.  But,  with  few  exceptions,  infor- 


Lanier  announces  No  Problem  typing. 


Want  to  get  your  work  back  faster  than 
ever  before?  No  Problem 

Want  to  add  or  delete  sentences  with- 
out waiting  for  the  entire  document 
to  be  retyped?  No  Problem 

Want  a  typewriter  that  wont  become 
obsolete  when  new  technology  comes 
out?  No  Problem 

Ordinary  typewriters  cannot  work 
without  paper. 

Yet,  paper  causes  more  communica- 
tions problems  for  today's  businessman 
than  perhaps  anything  else  in  the  office. 

Typing  on  a  TV  screen 

The  Lanier  No  Problem  Typewriter 
gives  you  a  better  way.  It  eliminates 
typing  rough  drafts  on  paper. 

Changes  and  corrections  are  made 
electronically  on  the  television  screen  by 
touching  a  button.  No  erasures.  No 
retyping.  Whole  paragraphs  can  be 
moved  with  the  touch  of  a  button.  And 


because  all  commands  are  made  in  plain 
English,  most  secretaries  can  master 
the  No  Problem  in  just  a  few  hours. 

No  Problem  dramatically  reduces 
turnaround  time.  The  new  mini-diskettes 
store  20-40  pages  on  a  single  disc,  and 
give  you  immediate  access  to  any  page. 

Print-out  in  30  seconds 

No  Problem's  high-speed  printer 
reproduces  exactly  what  you  see  on  the 
TV  screen  — at  the  incredible  rate  of  up 
to  540  words  per  minute! 

Protect  your  investment 

No  Problem  can  perform  many  dif- 
ferent typing  tasks  in  your  office,  simply 
by  inserting  Lanier's  interchangeable 
Smart  Discs.™  Word  processing.  Statis- 
tical typing.  Sorting.  And  more.  All  with 
the  one  basic  machine. 

Because  of  this  unique  feature,  No 
Problem  will  protect  your  investment 


from  becoming  obsolete  —  simply  by  add- 
ing new  functions  with  additional 
Smart  Discs. 


Lanier's  unique 
Smart  Discs 
use  the  same 
mini-diskette 
medium  as  the 
storage  discs. 


The  No  Problem  demonstration 

Your  Lanier  representative  won't  waste 
your  time  with  a  canned  sales  pitch. 

We  have  a  demonstration  as  dramatic 
as  the  No  Problem  itself. 

Send  us  the  coupon  and  we'll  call 
immediatelv  to  set  up  an  appointment. 
Or  call  toll  free  (800)  241-1706. 

Except  in  Alaska  and  Hawaii.  In  Georgia, 
call  collect  (404)  321-1244. 


The  No  Problem 
Electronic  Typewriter  from 


LANIER  BUSINESS  PRODUCTS.  INC 


Want  to  see  the  Lanier  No  Problem  Electronic 
Typewriter  in  action?  NO  PROBLEM. 

Send  us  the  information  below  and  a  Lanier 
representative  will  call  for  an  appointment. 

Name  

Title  Phone  


Firm  Name- 
Address  


City. 


_State- 


_Zip. 


What  kind  of  typing  or  word  processing  system 
are  you  using  now?  .  


Lanier  Business  Products,  Inc.  4  42  S  G9 

1700  Chantilly  Dr.  N.E.,  Atlanta,  Ga.  30324 


mation  is  not  yet  seen  as  a  resource. 

It  is.  Indeed,  it  may  be  our  most  promis- 
ing resource  in  the  context  of  the  pro- 
ductivity imperative.  For  just  as  oil,  gas 
and  coal  are  the  raw  materials  which 
historically  improved  the  efficiency  of 
muscle  power,  information  is  the  raw 
material  of  thought  and  creativity,  of 
analysis  and  synthesis.  Better  planning, 
better  decision  making,  better  problem 
solving — which  is  to  say,  better  man- 
agement—will yield  increased  produc- 
tivity. In  each  case,  it  is  easy  to  define 
"better":  faster,  more  accurate,  more 
reliable,  more  responsive,  less  expen- 
sive. 

With  information  seen  as  a  resource, 
the  question  becomes:  how  do  we  best 
exploit  it?  Again,  the  answer  is  fairly 
easy:  by  developing  tools  or  systems  to 
facilitate  information  utilization.  The  key 
word  is  "utilization."  As  indicated 
above,  we  are  already  very  good  at  pro- 
ducing information — so  good  that  our 
computers  and  copying  machines 
alone  threaten  to  overwhelm  us  on  a 
daily  basis.  To  put  the  problem  in  per- 
spective, consider  the  case  of  a  single 
professional  worker,  say  a  physician.  It 
is  common  knowledge  that  the  doctor 
cannot  possibly  hope  to  "keep  up  with 
the  literature,"  even  the  literature  of  his 
or  her  own  specialty.  Thus,  we  are  faced 
with  a  dilemma:  we  can  have  either  ever 
more  specialized  and  more  expensive 
medical  service,  or  we  can  settle  for 
treatment  that  is  not  up  to  date.  Of 
course,  there  is  another  option.  We  can 
improve  the  productivity  of  the  physi- 
cian's information  management  sys- 
tem. But,  in  order  to  do  that,  we  have  to 
begin  with  the  realization  that  the  physi- 
cian's function  is  to  provide  medical 
service,  not  to  be  an  information  sys- 
tems engineer.  We  need  to  start  with  the 
user's  operating  function  and  deter- 
mine how  that  user  function  can  best  be 
supported  by  information. 

Person  to  Person/People  to  People 
To  date,  the  emerging  information  in- 
dustry has  focused  its  attention  on  infor- 
mation and  communications  as  though 


either  could  be  isolated  from  the  human 
user.  There  have  been  perfectly  good 
technical  and  economic  reasons  for 
this,  but  the  result  has  been  the  pro- 
liferation of  specialized  stand-alone 
devices,  many  of  which  require  the 
intervention  of  specialists  between  dif- 
ferent parts  of  the  needed  information 
and  the  person  who  needs  it.  In  recent 
years,  it  has  become  obvious  that  the 
opportunity  lies  in  integrating  these 
devices  and/or  their  functions  through 
communications  links  and  communica- 
tions processing  capabilities.  The  ex- 
tent to  wnich  such  systems  are  de- 
signed around  the  information  handling 
characteristics  of  human  users  will 
determine  the  extent  to  which  the 
opportunity  is  realized. 

All  information  starts  and  ends  in  a 
human  mind.  More  importantly,  the 
business  purpose  of  information  is  to 
guide  action,  and  people  initiate, 
monitor  and  control  every  action. 
Machines  do  not  process  information 
and  they  do  not  communicate  in  any 
meaningful  way.  People  do  these  things 
and  they  employ  machines  to  support 
them.  Thus,  systems  must  fit  people, 
not  vice  versa. 

Total  Communications  Systems 
We  have  already  admitted  that  we  are 
nowhere  near  a  Total  Communications 
System  in  1979.  It  appears  likely,  how- 
ever, that  TCS  will  be  commonplace  in 
business  before  the  end  of  the  century. 
Thus,  the  great  question  is:  how  do  we 
get  from  here  to  there?  We  know  that, 
from  the  economic  and  technical  per- 
spective we  are  looking  for  speed, 
accuracy,  reliability,  responsiveness 
and  cost.  From  a  user  perspective,  the 
list  is  somewhat  different  and  may  be 
summed  up  in  three  terms  which  have 
gained  a  measure  of  acceptance  in  the 
industry:  multifunctional,  transparent 
and  systematic. 

Multifunctionalism  simply  recognizes 
that  information  has  many  sources  and 
many  uses  and  that  it  comes  in  many 
formats  and  many  media.  Neverthe- 
less, the  federal  government  is  continu- 


ing its  regulatory  efforts  to  draw  the  line 
between  data  processing  and  telecom- 
munications. As  Total  Communications 
Systems  emerge,  the  problem  will  be 
compounded.  Word  processing,  copy- 
ing and  electronic  filing  will  all  be  used 
with  data  processing  as  parts  of  the 
communication  environment.  Voice  will 
be  digitized  and  will  become  just  an- 
other part  of  the  total  information 
stream. 

All  of  these  functions  will  interact 
electronically  with  each  other.  A  voice 
command,  for  example,  may  generate 
either  a  video  image  or  a  hard  copy  or 
both  in  different  locations.  An  engineer 
working  on  a  schematic  will  be  able  to 
perform  computations  on  a  computer, 
translate  the  results  into  blueprint  mod- 
ifications, send  copies  to  A  test  site  and 
discuss  them  via  teleconferencing  with 
colleagues  in  remote  locations.  Of 
course,  the  same  engineer  does  all 
these  things  today,  but,  in  the  process, 
calls  upon  multiple  stand-alone  devices 
and  must  spend  considerable  time 
translating  from  one  to  the  next.  In 
some  cases,  the  translation  process 
relies  on  costly  personal  travel  or  on  the 
mails.  And,  in  some  cases,  the  potential 
for  error  in  the  translation  process  re- 
quires expensive  redundancy. 

Thus,  a  multifunctional  TCS  implies  that 
a  single  system  will  serve  all  the  infor- 
mation needs  of  any  individual  user. 

The  most  obvious  thing  about  such  a 
system  is  its  power.  Given  the  perverse 
tendency  of  systems  toward  complex- 
ity, it  will  be  essential  to  work  toward 
simplicity  of  use.  The  industry  word  is 
"transparent"  which  implies  that  the 
operation  of  the  system  is  invisible  to  its 
users.  At  present,  the  trend  seems  to  be 
in  the  opposite  direction.  Even  the  tele- 
phone and  the  copier — marvels  of  user 
simplicity — show  signs  of  requiring 
higher  levels  of  sophistication.  One 
reason  that  computers  have  never  real- 
ized their  full  potential  is  that  not 
enough  people  know  how  to  use  them. 

Clearly,  it  will  not  be  possible  to  reverse 


SIEMENS 


Siemens  quality  means: 
advanced  technology. 

For  example,  office  communications 
as  swift  as  a  voice  can  travel,  as 
silent  as  a  machine  can  print. 


Siemens  advanced  technology 
in  office  communications  covers 
everything  from  all-electronic  data 
terminals,  teleprinters  and  TWX 
terminals,  with  print  speeds  up  to 
270  cps,  computer-oriented  laser 
printers  at  21 ,000  lines  per  minute, 
to  theonly  all-electronic  private  busi- 
ness telephone  systems  that  can  be 
programmed  in  plain  English. 

This  uncompromising  commit- 
ment to  quality  by  Siemens  is  the 
basis  of  our  growth  in  a  broad  range 
of  products  and  systems.  In  tele- 
communications, quality  means 
advanced  technology.  In  the  medical 
area,  exceptional  reliability.  In  elec- 
tronic components,  thorough  testing. 
In  power  engineering  systems, 
material  and  energy  savings. 

With  U.S.  sales  of  over  $300 
million,  a  major  capital  investment  in 
manufacturing  plants,  joint  ventures, 
and  field  offices  across  the  country, 
Siemens  is  in  a  strong  position  to 
make  constructive  contributions  to 
the  American  industrial  community. 
By  sharing  in  the  benefits  of  a  world- 
wide R&D  investment  of  $4  million 
each  working  day,  Siemens  and  its 
customers  can  look  forward  to  mutu- 
ally beneficial  growth. 

If  quality  and  advanced  tech- 
nology are  important  to  you,  talk  to 
Siemens. 


Siemens... 
constructive  contributions. 


Siemens  all-electronic  teleprinter  with  mini-disk  storage  and  editing  unit. 

Siemens  Corporation 


Department  0400 
186  Wood  Avenue  South, 
Iselin.  New  Jersey  08830 


this  trend  in  systems  that  are  designed 
todo  more  things.  But,  it  will  be  possible 
to  hide  the  complexity  from  the  user  by 
imbedding  it  in  the  system  itself. 

The  term  "systematic"  is  more  difficult 
to  describe.  An  idealized  TCS  would 
deliver  a  precisely  tailored  package  of 
information  services  to  every  individual 
user.  It  would  do  so  economically  and 
with  full  security  of  private  information. 
Since  it  must  also  be  transparent,  the 
network  and  its  terminals  must  combine 
a  high  level  of  functional  and  control 
intelligence.  Current  architectural  con- 
cepts such  as  "centralized"  and  "dis- 
tributed" will  probably  have  to  be  com- 
bined so  that  logical  functions  can  be 
placed  wherever  they  are  most  efficient 
for  a  particular  application.  Fortunately, 
the  increasing  power  and  decreasing 
costs  of  the  underlying  technology  are 
beginning  to  make  this  possible. 

Planning  for  TCS 

The  foregoing  is  clearly  a  view  from  the 
mountain — a  projection  which  will  hope- 
fully provide  a  framework  for  planning 
the  trip  to  the  top.  It  is  certainly  the  kind 
of  thinking  that  is  guiding  the  industry 
toward  providing  future  communica- 
tions solutions.  It  begins  with  the 
premise  that  the  integration  of  informa- 
tion services  will  be  accomplished 
through  telecommunications.  An  ele- 
mentary example  of  this  is  the  tele- 
phone itself. 

The  evolution  of  voice  service  is  crucial 
because  voice  is  highly  productive  and 
universal  medium  of  communications. 
Many  companies  are  actively  pursuing 
voice  recognition  today.  The  ultimate 
goal  is  voice-machine  interaction  and 
many  observers  predict  that  it  is  within 
the  overall  TCS  horizon. 

Another  area  of  intense  activity  has 
been  the  integration  of  voice  and  data 
services.  Of  course,  both  the  telephone 
and  the  network  have  been  used  for 
data  transmission  for  many  years.  In- 
tegration implies  that  a  user  can  per- 
form both  functions  over  the  same  line 


at  the  same  time.  For  example,  a  distri- 
butor today  can  provide  better  cus- 
tomer service  by  providing  immediate 
answers  to  customer  voice  questions 
from  his  data  base.  In  the  future,  this 
same  kind  of  service  can  be  linked  into 
multiple  data  bases,  public  and  private, 
simultaneously. 

In  data  communications,  the  industry  is 
moving  toward  a  network  which  will 
allow  a  wide  variety  of  terminals  to  in- 
teract with  each  other  regardless  of 
their  architecture.  Thus,  users  will  be 
able  to  select  their  terminals  based 
solely  on  the  particular  application  at 
hand  in  any  location  without  needing  a 
complex  intermediate  communications 
discipline.  Moreover,  the  communica- 
tion capability  of  the  network  will 
enhance  the  power  of  the  terminal,  with 
the  user  paying  for  the  enhancement 
only  on  an  actual  usage  basis.  The  pro- 
mise of  an  enhanced  network  is  a  high 
level  of  multifunctionalism  and  trans- 
parency. Moreover,  it  is  independent  of 
terminal  architecture  and,  therefore, 
fully  supportive  of  the  systematic 
concept. 

The  transparent  network  is  a  crucial 
step  toward  both  private  internal  infor- 
mation systems  and  fully  integrated 
TCS  solutions.  In  this  concept,  the  ter- 
minals, regardless  of  their  function  or 
functions,  are  not  burdened  with  the 
complexity  and  expense  presently  as- 
sociated with  communications  proces- 
sing. Users  are  not  burdened  with  the 
complexity  and  expense  of  multiple 
transmission  networks. 

The  Office  of  the  Future 

Everyone  concerned  with  information 
has  been  struggling  for  many  years  to 
define  and  draw  a  picture  of  the  office  of 
the  future.  Only  recently  has  something 
of  a  consensus  developed;  it  will  be  an 
office  with  a  single  information  system 
incorporating  multiple  applications  and 
media.  The  system  will  support  every  in- 
formation worker  with  exactly  the  right 
mix  of  capabilities  that  are  easy  to  ac- 
cess and  that  can  interact  with  each 


other.  It  will  be  an  office  in  which  the 
quality  of  decisions  will  be  enhanced 
and  the  efficiency  of  operations  im- 
proved by  the  flow  of  information. 

And  given  the  availability  of  total  infor- 
mation support,  the  office  may  not  be 
the  only  place  where  work  gets  done. 
Recently,  several  commentators  have 
turned  their  attention  to  what  is  being 
called  "Telework."  In  its  various  forms, 
this  idea  maintains  that  some  substan- 
tial part  of  the  information  work  can  be 
decentralized  to  remote  branches  or 
even  to  the  workers'  homes.  In  some 
cases,  there  are  good  functional 
reasons  to  do  this,  as  in  the  case  of 
salespersons  with  particular  geogra- 
phic territories  But  the  most  compel- 
ling argument  is  a  social  one.  If  we 
could  reduce  the  amount  of  commuting 
between  home  and  office,  even  by  a 
modest  amount,  we  would  go  a  long 
way  toward  resolving  the  energy  crisis 
and  the  nation's  balance  of  payments 
deficit. 

Telework  is  clearly  a  long  term  solution. 
In  the  short  term,  however,  telecommu- 
nications can  reduce  the  need  for  busi- 
ness travel.  Again,  there  are  graduated, 
evolutionary  alternatives:  the  simple 
conference  call,  the  teleconference 
which  adds  video,  and  facsimile  and 
data  communications  which  can  add  a 
wide  variety  of  print  to  a  long  distance 
meeting. 

The  Office  of  the  Future  and  the  TCS 
concept  itself  are  not  nearly  as  distant, 
at  least  from  the  technical  and  econo- 
mic points  of  view  Prototypes  exist 
already  and  it  would  be  surprising  if  inte- 
grated sytems  were  not  being  marketed 
by  the  middle  of  the  1980's.  It  is  unlikely 
that  these  systems  will  be  truly  "total" 
in  the  sense  described  here,  but  they 
will  clearly  point  the  way. 

The  opportunity  is  nothing  less  than 
assuring  the  continuing  growth  of  the 
American  economy  and  the  quality  of 
life  it  supports.  ■ 


3M  INTRODUCES 
THE  WORD  PROCESSOR 
YOU  WONT  OUTGROW. 


Our  new  System  84 
information  processor.  It  starts 
simple.  And  stays  that  way  too 


Because  to  add 
capabilities,  all  you  add  is 
pre-programmed  software. 
Start  with  just  the  applications 
you  need. 


Then,  add  others  as 
your  needs  grow  Everything 
from  text-editing  and 
document  assembly. 


To  list  processing,  or 
programs  custom-designed 
for  your  business,  and  even 
some  data  processing. 


No  other  system  can 
offer  you  more  applications. 
Or  a  more  economical  way 
to  add  them. 


But  3M  believes  the 
system  is  just  half  the  job. 


In  addition  to  a  wide 
variety  of  information 
processing  capabilities,  3M 
provides  a  total  customer 
support  program. 


This  "circle  of  support" 
encompasses  every  need 
from  customer  analysis,  to 
specialized  training,  to  a 
toll-free  number  for  problem 
solving  and  service. 


Get  together  with  3M. 
And  see  the  new  System  84 
information  processor.  Call 
DickGetchell,  (612)  733-9445. 


Or,  for  more 
information,  write:  Business 
Communication  Products, 
3M  Company,  St.  Paul, 
MN  55101. 


THE  SYSTEM  84  INFORMATION  PROCESSOR. 

Business  Products 
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"Our  son  was  rock  climbing  in 

Colorado  and  someone  had  siphoned  all 

of  his  gasoline.  He  called  us  and  said  he 

was  out  of  money  and  out  of  gas  and 

stranded.  So  I  called  Western  Union 

and  sent  him  a  Money  Order." 

Sandra  Hammack 
Corrales.  New  Mexico 


Western  Union 
came  to  the  rescue. 


Last  year,  Western  Union  transmitted 
nearly  $1.5  billion  in  Money  Orders  to  people 
in  every  section  of  the  country.  Most  recipients 
had  one  thing  in  common:  They  were  in  a  jam 
and  needed  cash  fast. 

We  recently  asked  some  users  what  they 
like  most  about  our  new  Charge  Card  Money 
Order  service. 

"I  sent  a  Money  Order  right 
from  my  home" 

Grace  Cotton  of  Lincoln,  Nebraska,  like 
thousands  of  others,  was  pleased  that  she 
could  solve  her  problem  by  simply  picking  up 
the  phone. 

Seems  her  daughter,  away  at  college,  was 
told  she  couldn't  register  for  classes  without 
cash.  We  quickly  helped  turn  her  frown  to  a 
smile.  And  it  was  as  simple  as  dialing  a 
Western  Union  toll-free  number. 

"The  Money  Order  was  there 
iri  no  time  at  all!* 

Tommy  Beck  of  Duncanville,  Texas,  was 
impressed  with  our  speed. 

When  he  learned  that  his  brother  was 
broke,  and  his  car  was  caught  in  a  snow  slide 
at  a  Colorado  ski  resort,  he  called  Western 
Union  to  the  rescue.  We  moved  the  money  in 
less  than  two  hours.  On  New  Year's  Eve, 
to  boot! 

One  reason  we're  fast  is  because  we've 
developed  a  network  of  8,100  offices  and 
agencies  in  every  state  except  Alaska  and 


Your  Money  Order  usually  can  be  picked  up  within  two 
hours,  when  the  selected  location  isopen  for  business. 


Hawaii.  In  fact,  nearly  800  of  our  locations  are 
open  around  the  clock. 

We've  come  to  the  rescue 
for  over  100  years. 

To  use  our  service,  just  call  Western  Union 
toll  free  anytime  at  800-325-6000.  (In 
Missouri,  800-342-6700.) 

You  can  charge  up  to  $300  to  your  Master 
Charge  or  VISA  account.  The  amount  and 
our  service  fee  appear  on  your  next  monthly 
statement. 

Sending  Money  Orders  with  a  telephone 
and  a  charge  card  is  just  the  latest  chapter  in 
Western  Union's  long  history  of  transferring 
money  electronically. 

For  more  information  about  how  our 
Charge  Card  Money  Order  service  can  help 
you,  write:  Boyd  Humphrey,  Western  Union 
Corporation,  One  Lake  Street,  Upper  Saddle 
River,  N.J.  07458. 
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THE NEW 
DUN  &  BR  ADSTREET 
EXTENSION. 


Introducing  DUNS  DIAL," 
a  major  advance  in  D&B's 
business  information 
service,  that  gives  you 
instant  access  to  billions 
of  facts  on  millions 
of  U.S.  companies. 

Now.  reach  for  your  telephone  when 
you  have  to  make  informed  business 
decisions  in  a  hurry. 

With  a  toll-free  DUNS  DIAL  phone 
call,  you  can  learn  what  you  need  to  know 
in  seconds-about  a  hot  prospect  or  a 
company  you  already  do  business  with. 

Because  your  call  connects  you 
directly  to  Dun  &  Bradstreet's 
National  Business  Information 
Center  in  New  Jersey  that 
houses  current,  comprehensive 
data  on  over  4.000,000 
U.S.  companies.  It  takes  one 
of  the  world's  largest 
computer  installations 
to  process,  update,  store 


and  disperse  this  information-including 
up-to-the-minute  payment  experiences. 

Technology  makes  DUNS  DIAL 
possible.  A  very  special  kind  of  personal 
contact  makes  DUNS  DIAL  work. 

Taking  calls  at  the  Information 
Center  are  more  than  120  men  and  women, 
specially  selected  and  trained  by  Dun& 
Bradstreet  as  DUNS  DIAL  Tele-Responders. 
Ask  them  your  questions.  Engage  them  in 
dialogue.  They  know  how  to  pinpoint  the 
information  you're  seeking,  accessed  with 
keyboard  speed  and  projected  on 
their  deskside  screens.  All 
verbal  information  is 
confirmed  in  a  complete 


printed  report  which  is  processed 
and  mailed  without  delay. 

If  there  is  no  report  on  a 
particular  company  in  D&B's  file, 
or  if  the  report  is  not  current,  the 
D&B  Tele-Responders  can  arrange 
for  the  D&B  field  staff  to  track 
down  the  information  and  relay  it 
to  you  promptly. 

In  the  138  years  that  Dun& 
Bradstreet  has  been  serving  the  infor- 
mation needs  of  business,  we've  adopted 
the  transmission  means  of  the  times. 
From  hand  delivery  to  Pony  Express.  From 
the  telegraph  ticker  to  air  mail. 

Now.  for  today's  fast-paced  business 
world,  there- is  DUNS  DIAL.  The  new 
extension  that  gives  you  a  "hot  line"  to 
Dun& Bradstreet. . .  the  essential  business. 

Let  DUNS  DIAL  speak  for 
itself!  Dial  (800)  526-4S88 
toll-free  and  get  full  details.  In 
New  Jersey,  call  (800)  672-1123. 

Dun  &  Bradstreet 

a  company  of 

The  Dun  &'Bradstreet  Corporation 


Business  Communications: 
Machine -to -Machine 


Communications  is  not  just  a  fundamental 
social  process,  it's  the  fundamental 
social  process,  the  bond  which  not  only 
forms  society  but  keeps  it  intact. 
Education  itself  is  the  process  of 
communication  by  which  we  perpetuate 
that  society,  that  civilization;  or,  in 
the  least,  hope  to  perpetuate  it. 

JAMES  S.  CAMPBELL, 
President 

Xerox  Business  Systems 


BUSINESS 
COMMUNICATIONS 


•  An  engineer  sits  down  at  a  machine 
with  a  keyboard  and  a  visual  display 
screen  and  begins  designing  the 
logic  of  an  electrical  circuit,  using 
computer  programs  that  check  and 
verify  his  design  decisions,  tell  him 
what  their  effect  will  be,  permit  him 
to  make  immediate  changes. 

•  A  business  manager  sits  before  his 
machine  and  at  the  press  of  a  button 
a  list  of  his  morning's  mail  appears 
on  the  screen.  He  chooses  what  mail 
he  wants  to  read  on  the  screen,  and 
its  contents  appear  there.  Other  mail 
he  wants  on  paper  to  read  on  the  air- 
plane he's  taking  that  day.  A  nearby 
device  prints  that  hard  copy  for  him 
to  take  along. 

•  A  researcher  wrestling  with  a  prob- 
lem decides  he'd  like  to  consult  a  col- 
league in  a  distant  city.  He  sits  before 
his  machine,  types  in  a  message,  the 
colleague  responds,  and  they  have  a 
conversation  —  writing  on  each 
other's  visual  display  screens.  At  one 
point  the  far-away  colleague  decides 
to  try  his  hand  at  the  problem  and, 
with  a  few  keystrokes,  the  research- 
er's stored  program  is  made  avail- 
able to  him. 

•  An  administrative  assistant  before  a 
machine  begins  composing  a  formal 
report  —  choosing  type  styles  and 
sizes,  establishing  margins,  creating 
a  distribution  list.  Within  minutes 
paper  copies  of  the  report  are  shoot- 
ing out  of  printers  —  in  locations 
around  the  country. 

The  people  in  these  examples  are  all 
using  identical  machines.  And  they're 
doing  these  things  today.  Moreover,  a 
person  at  one  machine  could  move 


from  one  of  these  applications  to  the 
next,  instantly. 

A  new  era  of  communications  is  upon 
us.  It  is  just  dawning,  just  beginning  to 
show  its  outline  on  the  horizon.  But  its 
shape  is  already  clear  and  it  tells  us 
that,  without  question,  the  process  of 
communications  will  make  greater 
strides  in  the  decade  before  us  than  it 
has  at  any  time  in  the  many  thousands 
of  years  since  cave  people  first  grunted 
at  each  other. 

It  will  be,  in  fact,  a  communications 
revolution. 

At  the  heart  of  this  new  era  of  communi- 
cations will  be  the  machine.  It  will  not  be 
a  copying  machine  that  communicates, 
or  a  communicating  computer,  or  a 
word  processor  that  zaps  its  processed 
words  to  distant  points.  It  will  be  a  com- 
munications machine,  designed  and 
made  for  communications  but  also  able 
to  compute,  able  to  copy,  able  to  pro- 
cess words  or  images,  or  do  several  or 
all  of  these  things  and  undoubtedly 
other  functions  as  well.  And  we  won't 
give  it  a  second  thought.  That  is,  users 
won't  give  it  a  second  thought  if  we  in 
our  industry  do  our  job  right.  Because  it 
will  be  a  friendly  machine,  flexible,  ver- 
satile, inexpensive,  and  engineered  for 
the  human  being  to  use  handily,  in  what- 
ever fashion  is  appropriate  to  his  needs. 

The  communications  process 

Certainly  in  our  time  we  have  made 
enormous  gains  in  communications. 
Machines  abound,  and  their  variety  in- 
creases almost  by  the  day.  We  move 
information  by  copper,  by  cable,  by 
radio  and  microwave.  We  bounce 
signals  off  satellites  way  out  there. 
We're  on  the  verge  of  putting  fiber 


optics  to  work  for  us.  There  are  people 
alive  who  once  marvelled  at  early  tele- 
phones and  are  now  looking  at  pictures 
from  Mars.  And  all  important  communi- 
cations advances  have  enormous  im- 
pact on  the  course  of  our  history,  the 
shaping  of  our  civilization.  The  introduc- 
tion of  movable  type  helped  produce  the 
Reformation  and  the  Renaissance. 
Would  our  nation's  great  age  of  railroad 
expansion — a  key  to  the  development 
of  the  west — have  been  possible  with- 
out telegraphy?  Television  in  the  1950s 
and  1960s  brought  focus  to  the  civil 
rights  movement,  brought  the  Vietnam 
war  into  our  living  rooms,  and,  more 
recently,  helped  crystallize  the 
women's  movement. 

Communications  is  not  just  a  funda- 
mental social  process,  it's  the  funda- 
mental social  process,  the  bond  which 
not  only  forms  society  but  keeps  it 
intact.  Education  itself  is  the  process  of 
communication  by  which  we  perpetu- 
ate that  society,  that  civilization;  or,  in 
the  least,  hope  to  perpetuate  it. 

Think  about  it  for  a  moment.  Communi- 
cations is  the  most  pervasive  human 
activity — we  spend  most  of  our  waking 
hours  transmitting,  receiving,  process- 
ing information  of  one  kind  or  another. 
The  8th  grade  boy  passes  a  note  to  his 
girlfriend  in  the  classroom.  Your 
mother-in-law  picks  up  the  phone  to  call 
your  spouse.  Steve  Yeager  drops  two 
fingers  below  his  glove  to  tell  the  pitcher 
what  kind  of  ball  he  wants.  The  sports 
announcer  shouts  at  you  from  his  tele- 
vision studio.  You  go  to  the  office,  you 
check  your  mail,  you  dictate  letters,  you 
make  some  phone  calls  (chances  are 
half  the  people  won't  be  in  and,  when 
they  return  the  call,  you  won't  be  in),  you 
talk  to  your  subordinates,  you  listen  to 


your  boss,  you  prepare  a  presentation 
for  your  board  of  directors,  you  begin 
writing  that  monthly  report,  you  send  a 
check  to  the  kids  in  college,  you  listen  to 
a  customer's  complaint,  and  a  sales- 
man's pitch,  you  send  a  memo  to  the 
branch  offices.  Finally,  you  go  home, 
discuss  domestic  issues  over  dinner, 
then  say  to  the  spouse:  "Let's  take  in  a 
movie." 

Communications  problems 
We  are,  it  seems,  gluttons  for  communi- 
cations. And  we  live  in  an  age  of  com- 
munications abundance.  We  communi- 
cate with  each  other,  or  in  the  least  try 
to,  by  voice  and  telephone,  by  news- 
papers and  magazines  and  radio  and 
television,  by  mailbox,  movies,  even  by 
mesages  on  bus-stop  benches  and 
through  pilots  who  write  in  the  sky 

Yet  we  have  severe  communications 
problems — challenges,  if  you  prefer — 
that  confront  this  new  age  of  communi- 
cations that  is  upon  us. 

Consider  this  scene:  I  was  talking  re- 
cently with  a  computer  scientist.  During 
the  conversation  he  picked  up  a  docu- 
ment from  his  desk,  went  to  a  terminal 
next  to  his  desk,  and  pointed.  "I  can  zip 
this  thing,  the  contents  of  this  docu- 
ment, into  this  machine  and  address  it 
to  a  guy  in  Paris.  The  machine  will  horse 
around  for  a  little  while,  then  get  it  out  of 
the  local  network,  into  another  network, 
pop  it  to  a  satellite  somewhere  out 
there,  and  it  will  come  back  into  Finland 
or  some  other  place  and  within  minutes 
the  guy  in  Paris  will  have  it.  That's  easy. 
But  I  don't  know  how  to  get  it  to  my  Aunt 
Fanny  in  Philadelphia  unless  I  lick  an 
envelope  and  a  stamp  and  put  it  in  a 
mailbox  " 

Well,  he  had  a  point,  all  right.  A  very 
good  one.  And  maybe  when  he  mention- 
ed his  aunt  in  Philadelphia  what  came  to 
your  mind  was  your  problem  communi- 
cating with  your  branch  manager  in 
Duluth,  or  wherever. 

Experimental  systems 
At  the  beginning  of  the  article  I 
described  different  individuals  with 
different  occupations  doing  different 
things  on  identical  machines.  These 


people  were  using  an  experimental 

system. 

It  is  a  personal  computer,  with  its  own 
storage.  It  has  a  keyboard,  and  a  visual 
display  unit.  The  user  can  electronically 
compose  a  document  or  an  illustration 
in  a  variety  of  formats  on  the  screen. 
That  document  can  be  stored  for  later 
retrieval,  converted  into  a  plain-paper 
document,  or  sent  via  a  internal  net- 
work to  other  users  on  the  system — or 
through  a  gateway  to  an  external 
network  for  transmission  to  a  more 
distant  point. 

An  important  point  here  is  that  there  is 
no  central  system  involved  in  this 
concept,  no  central  control.  The 
network  is  a  dumb  network  and  can  be 
dumb,  because  the  machines  are  so 
smart.  The  devices  hang  on  the  cable 
like  clothes  on  a  line:  add  another 
workstation  as  easily  as  you  plug  a  lamp 
into  a  socket.  Now  these  are 
experimental  machines,  used 
productively  every  day  for  a  variety  of 
chores  but  in  existence  to  help  us 
explore  various  solutions  for  the 
business  communications  needs  ahead 
of  us.  And.  as  such,  they  are  pointers  to 
the  future. 

Evolving  software 

As  microelectronics  continues  to  bring 
down  the  size  and  cost  of  system  hard- 
ware, the  potential  for  more  and  more 
kinds  of  machines  doing  more  and  more 
kinds  of  chores  grows  and  grows.  The 
other  side  of  the  coin,  however,  is  that 
the  cost  of  software— the  programming 
that  instructs  the  machine  on  which  you 
want  done  and  how  to  do  it — is  steadily 
rising.  And  the  software  is  becoming 
more  difficult  because  it  must  be  de- 
signed in  such  a  way  that  it  is  more  or 
less  "device-independent":  that  is.  that 
it  will  continue  to  do  its  job  without 
change  during  a  period  of  time  when  the 
hardware  will  undoubtedly  continue  to 
evolve. 

Compose  a  document  on  the  screen  of 
one  of  the  experimental  systems  that 
we've  described  and  you  will  not  only 
get  the  words  into  the  system  but 
specify  the  dimensions,  the  margins, 
the  type  sizes  and  styles,  as  well  as  any 


charts  or  graphs  or  other  graphics  that 
accompany  it.  This  information  is 
stored  in  the  system  in  detail  but  in  a 
generic  fashion.  And  the  point  is,  that 
the  same  data  will  instruct  not  just  one 
but  a  wide  variety  of  different  kinds  of 
printers  to  produce  the  document.  If 
you  want  it  to  come  out  on  a  printer  in 
another  city  that  only  handles  words,  it 
will  ignore  the  graphics  and  print  out 
what  it  can.  If  it's  directed  to  another 
kind  of  printer  that  produces  graphics 
as  well  as  text,  but  only  in  black  and 
white,  it  will  turn  out  the  document  that 
way.  If  the  receiving  printer  has  color 
capability,  it  will  pick  up  and  follow  your 
color  instructions.  You  don't  have  to  be 
a  computer  scientist  to  realize  that  the 
development  of  this  kind  of  versatile 
software  for  machines  is  not  only  time- 
consuming  and  expensive,  but  very 
tricky  as  well.  But  it  is  through  the  soft- 
ware that  we  accommodate  machines 
to  human  beings  and  their  particular 
needs  and  their  particular  machine 
facilities.  And  the  real  challenge  then 
becomes  not  the  machine — that's  not 
that  hard  now — but  what  you  do  with 
the  machine. 

All  the  varied  and  marvelous  things 
we're  able  to  do  with  machines  now,  to 
help  us  communicate  more  effectively 
and  more  efficiently,  lead  us  to  think, 
very  naturally,  of  their  applications  in 
business  and,  particularly,  in  the  envi- 
ronment of  the  office. 

Office  productivity 
Productivity  is  a  key  national  concern 
now.  We  no  longer  lead  the  world  in  pro- 
ductivity increase  rates,  and  haven't  for 
some  time.  It  is  in  the  office  where  the 
opportunities  exist,  the  challenges,  to 
bring  about  striking  new  levels  of  pro- 
ductivity— through  machines. 

Looking  at  it  from  a  national  perspec- 
tive, from  a  vantage  point  that  includes 
offices  small,  medium,  and  large,  it  is 
quickly  evident  that  the  room  for  im- 
provement is  immeasurable.  We  invest 
23  times  as  much  for  every  farm  worker 
and  13  times  as  much  for  every  factory 
worker  as  we  do  for  every  office  worker. 
That's  very  much  out  of  whack  and  we'  II 
have  to  change  that  if  we're  going  to 
attack  the  productivity  problem. 


Telenetworks 


Chances  are  you're  a  businessman. 

And  you  know  that  Northern  Telecom  is  the  second 
oldest,  second  largest  telecommunications  equipment 
manufacturer  in  North  America. 

But  because  you  are  a  businessman,  what  you  really 
want  to  know  is  what  we  can  do  for  you. 

This.  (It  gets  a  little  technical  but  hear  us  out.) 

Take  our  SL-1**  fully  electronic  business  communica- 
tion system  for  starters.  Then  tie  that  computer/digital 
technology  into  our  Danray®  tandem  switching  systems. 
Know  what  you  wind  up  with?  The  most 
advanced,  most  sophisticated,  most  respon- 
sive, and  most  economical  communication 


ni 


network  in  the  business. 

You  have  a  system  that  ties  thousands  of  inside  lines 
into  just  one  switchboard.  You  have  a  network  system 
with  nation-wide  capacity  .  .  .  one  that  gives  you  more 
efficient  use  of  existing  trunks,  lines,  and  facilities.  You 
have  a  system  that  can  save  you  equipment.  And  payroll. 
And  hang  on  or  waiting  time.  And  money.  Bottom  line 
money. 

We  may  be  second  oldest  and  the  second  biggest  but 
we  make  sure  we're  first  in  the  things  that  count. 

Northern  Telecom,  Inc.,  International 
nOrthOm  Plaza,  Dept.  1206-3,  Nashville,  Tennessee 
tOlCCOm  37217. 


•Trademark  of  Northern  Telecom  Limited. 
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But  most  important  requirement  will  be  ability 
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Not  long  ago,  if  you  mentioned  to  someone 
you  were  in  the  information  management  field,  you 
were  greeted  with  a  polite  smile  and  a  vacant  stare. 

Today,  you're  liable  to  get  a  job  offer. 

Suddenly  major  corporations  are  hiring 
Directors  of  Information  Management  and  Managers 
of  Information  Services.  Who,  when  they  arrive  on 
the  job,  will  find  several  hundred  million  pieces  of 
information  waiting  to  be  managed. 

Fortunately,  they'll  also  find  a  company  who 
can  help  them  manage  it:  Xerox. 

We  offer  Xerox  copiers  and  duplicators  that 
not  only  reproduce  information,  but  also  sort,  reduce 
and  copy  on  both  sides. 

Electronic  printers  that  take  information 
directly  from  computers— and  then  print  it  out  with 
laser  beams. 

Electronic  typing  systems  that  type  and  store 
information— so  you  can  readily  find  and  revise  it. 

In  fact,  today  there  are  Xerox  machines  that 
can  perform  almost  any  information  management 
job.  Including  the  most  important  one: 

Helping  information  managers  do  their  job. 

XEROX 


XEROX*  is  .1  lradcm.uk  of  XEROX  CORPORATION 


AMtext  systems 
make  you  look  good! 

because  they  are  EASY  TO  LEARN, 

EASY  TO  USE,  POWERFUL,  DEPENDABLE. 

These  are  some  of  the  reasons  for  the  explosive  success 
of  our  AMtext  425  word  processor.  And  the  reasons  so  many 
of  our  users  have  reordered. 

Our  powerful  editing  package  will  maximize  throughput 
and  productivity:  add  our  nationwide  network  of  locally  based 
service  engineers  to  your  considerations,  and  you'll  know 
why  you  owe  it  to  yourself  to  look  into  AMtext  word 
processing  systems  now! 

CALL  TOLL  FREE  800-631-8134  for  immediate  information. 
(Except  in  Alaska:  in  Hawaii  call  808-845-61 84:  in  New  Jersey 
call  201  -887-8000.  ext.  777.)  Or  write  Paul  MacNert. 
AM  international.  1 1  Mount  Pleasant  Avenue.  East  Hanover. 
New  Jersey  07936 


am  International 

the  Informatiomsts. 


Composed  on  a  Comp'Set  phototypesetter  =1979.  AM  International.  Inc. 


We  know  that  most  of  what  goes  on  in 
offices  falls  within  the  realm  of  commu- 
nications, and  we  know  that  there  is 
wide  diversity  in  chores  and  how  they 
are  accomplished  from  one  office  to 
another.  But  we  also  know  that  there  is  a 
great  deal  of  commonality  among  office 
tasks  and  procedures,  and  that  a  great 
many  of  them  can  be  automated.  So  the 
goal  is  automation,  but  automation  of  a 
very  versatile  nature:  the  machine  must 
be  designed  for  people  to  use  fairly 
easily  and  to  use  for  a  wide  variety  of 
tasks — to  be,  really,  an  extension  of  the 
human  being.  Upon  this  will  depend  the 
machine's  effectiveness  which,  often, 
is  more  important  than  its  efficiency. 

No  one  communications  machine  will 
solve  the  office  problem,  at  least  not 
economically  But  that  is  no  drawback. 
Microelectronics  permits  us  to  think  in 


terms  of  modular  devices,  modular 
functions — each  with  its  own  little  pro- 
cessor— that  can  be  arranged  to  suit 
the  user.  The  engineer  will  choose  one 
set  of  options,  the  secretary  another, 
the  executive  another,  and  so  on.  And 
while  they  may  all  end  up  with  machines 
that  have  much  in  common,  in  terms  of 
processing  and  communications  capa- 
bilities, each  will  have  a  machine  with 
functions  suited  to  his  or  her  particular 
needs. 

Automation  in  the  White  House 
Richard  M.  Harden,  special  assistant  to 
the  President  for  information  manage- 
ment and  director  of  the  office  of  admin- 
istration, has  taken  on  the  formidable 
task  of  automating  the  executive  office 
of  the  President — including  the  White 
House  and  nine  other  agencies. 
Harden,  an  executive  in  systems  work 


with  a  consulting  firm  before  joining  the 
administration,  has  staff  members 
using  an  experimental  system,  as  well 
as  other  equipment,  is  involved  in  devel- 
opmental information  projects  with  MIT 
and  NASA  and  in  a  developmental  infor- 
mation retrieval  system.  They  have  also 
implemented  an  interagency  legislative 
tracking  system  to  follow  the  adminis- 
tration's key  legislative  proposals. 

"  If  we  look  at  the  information  system  we 
are  in  the  process  of  putting  together  for 
the  EOP,  we  see  that  it  has  five  basic 
components,"  Harden  explains.  "One 
is  a  series  of  internal  systems  to  im- 
prove the  day-to-day  effectiveness  of 
the  executive's  immediate  staff.  There 
are  also  inter-office  systems  which  per- 
mit him  to  work  more  effectively  with 
people  in  his  organization,  and  external 
systems  to  provide  a  richer  flow  of  infor- 


Most  businesses  are  paying  too  much 
for  inward  calling  services.  Why?  Be- 
cause until  recently  there  was  no  al- 
ternative to  telephone  company  rates. 

Now  you  have  a  choice.  SPCom 
munications'  In-Sprint  can  save 
you  money  on  types  of  services 
such  as  inward  WATS,  collect 
calls,  credit  card  calls,  Remote 
Call  Forwarding,  and  other 
similar  services. 

We  don't  replace  your  present 
phone  system.  There  is  no 
equipment  to  install.  No  long 
term  commitments.  You  simply 
utilize  our  long  distance  phone 
network  from 


re  paying  too  much 


for 


in-WATS, 
collect  calls 
and 

credit  card  calls! 


55  metropolitan  areas  coast-to-coast. 
In-Sprint  per  minute  rates  are  sub- 
stantially lower  than  phone  company 
long  distance  costs,  and  we  bill  in 
six-second  increments  rather  than 
rounding  up  to  the  next  highest 
minute.  Unlike  in-WATS,  our 
invoice  is  designed  to  show  you 
where  each  call  is  originating. 
We  also  offer  SPRINT  V,  a 
long  distance  phone  service 
for  all  types  of  caliing.  Sprint  V 
can  save  you  up  to  40%  on 
your  long  distance  expense. 

Call  your  local  SPC  sales 
office  for  details,  or  contact 
our  corporate  offices 


\ 


a  Southern  Pacific  subsidiary 
One  Adrian  Ct.,  Burlingame,  CA  94010,  (415)  697-5951 


The  Olivetti  Tes  4oi 
Wdrd  ProcessingTypewiter 
Was  DesignedTo 
BETTER\buR  Business. 

Which  Is  Why 
It  s  Bettering  Ours. 


The  Olivetti  TES  401  is  one  of 
the  most  successful  products  we've 
introduced  in  years. 

What's  made  our  new  word 
processing  typewriter  such 
a  success  in  the  world 
business  will  help 
make  it  a  success 
you,  too. 

Take 
the  401's  mem- 
ory function.  It 
can  take  over  all 

tive  typing.  The  401s  memory  is  so 
sophisticated  it  can  also  automatically 
merge  variable  information  like 
names  and  addresses  with  a  constant 
form  letter. 

The  401  comes  equipped  with  an 
easy  to  use  window-into-memory  for 
error-free  electronic  text  editing,  and 
minidiskettes  that  can  store  up  to  7,500 
characters  each.  Any  letter  that  is  stored 
on  a  minidiskette  can  be  corrected 
right  in  the  machine.  This  eliminates 
unnecessary  retyping. 

The  Olivetti  TES  401  also  has  a 
daisy  printer  that  can  print  out  an  aver- 
age business  letter  in  less  than  30  seconds. 


If  you're  impressed  with  the  401 
as  a  word  processor  you'll  be  equally  im- 
pressed with  it  as  a 
typewriter.  Ribbons  and 
type  styles  can  be  changed 
antly.  Dual  pitch  (pica 
and  elite)  and  propor- 
tional spacing  are 
available  at  the  flick 
of  a  switch.Titles  can 
be  automatically  cen- 
tered on  a  page, 
hand  margins  can  be 
justified.  And  decimals  can  be 
automatically  aligned. 

But  in  spite  of  all  its  advance- 
ments, the  price  of  the  401  is  literally 
years  behind  the  times. 

To  arrange  for  a  free  demon- 
stration or  for  more  information,  write 
the  Olivetti  Corporation  of  America, 
Word  Processing  Division,  500  Park 
Avenue,  New  York,  N.Y.  10022. 

And  find  out  how  the  word 
processor  that  bettered  our  business  can 
better  your  business. 


Olivetti 


The  world's  best  designed  products,  inside  and  out. 


Can  your 
telephone  read 
and  write? 


mm  mm  mm 
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With  a  Qwip 
it  can! 


iddl  JMH^ 

Nam  ImI 


Qwip  "  can  make  your  phone  twice  as  valuable  to  you. 

Because  Qwip  can  show  your  phone 
how  to  read  and  write. 
So  instead  of  your  phone  just  giving  you  the  message 
verbally  it'll  be  able  to  give  you  the  message  visually. 

Put  it  in  here  and  it  comes  out  there. 
Typing,  writing,  pictures  or  scribbles,  just  put  it  in 
a  Qwip  here  and  in  minutes  (over  the  phone  lines) 
a  copy  comes  out  in  a  Qwip  there.  Think  of  it. 
Vo  garbled  messages.  No  frustrating  delays.  All  thanks 
to  the  easily  affordable  Qwip,  one  of  the  most 
incredible  office  machines  in  decades. 
It's  no  wonder  offices  everywhere  are  using  Qwip 
facsimile  machines  cross-town  and  cross-country 
to  beat  the  mail's  uncertainty  the  air  courier's 
high  cost  and  the  local  messenger's  inefficiency. 
Show  your  phone  how  to  read  and  write. 

Give  it  a  Qwip. 


P1 
I 


Yes,  I'd  like  to  know  more  about  Qwip  Systems  and  how  other 
companies  in  my  industry  have  been  using  Qwip. 


NAME 
TITLE 


COMPANY 

INDUSTRY 

ADDRESS 

CITY 

STATE 

ZIP 

PHONE 

I  do  □  do  not  □  have  facsimile  equipment  now 

Qwip  Systems 

Division  of  Exxon  Enterprises  Inc 
5551  Vanguard  Rd..  Suite  200,  Orlando,  Fla  32809 
Or  call  toll  free  800-327-6666 
In  Florida  call  (800)-432-7777 


Qwip 


INFORMATION 
SYSTEMS 


Qwip  is  a  trademark  of  Exxon  Corporation 


mation  about  external  events  that  are 
likely  to  have  ajn  impact  on  him  Another 
component  is  the  development  ot  a  net- 
wprk  to  permit  communication  among 
all  of  these  systems  and  access  to  them 
from  simple  workstations  and  the  fifth 
one  is  the  development  of  a  workstation 
friendly  enough  to  be  used  by  the  exec- 
utive or  manager " 

Many  of  the  staff  members  of  the  White 
House  and  the  other  agencies  of  the 
executive  branch  are  advisors:  Harden 
explains,  responsible  for  tracking  and 
analyzing  subjects  and  issues  and  mak- 
ing recommendations  to  the  President 
Harden  sees  information  technology 
playing  a  role  in  this  data  collection  and 
analysis,  and  sees  this  as  one  of  the 
functions  of  an  executive  workstation 

Like  business  executives,  governmen- 
tal executives  spend  a  great  deal  of 
time  attending  meetings  and  on  the  tele- 
phone. "But  because  people  in  Wash- 
ington spend  so  much  time  attending 
meetings  it's  hard  to  get  them  on  the 
telephone  so  that  device  has  become 
very  limited  in  its  usefulness."  Haiden 
is  convinced  that  the  development  of 
various  communications  systems  will 
result  in  a  significant  improvement  of 
the  overall  performance  of  the  execu- 
tive as  well  as  his  staff  members  And. 
he  adds,  once  the  utility  of  a  system  is 
demonstrated  to  an  executive,  once  he 
is  shown  that  increased  productivity  will 
indeed  result,  he  will  use  that  system 

"Improve  the  communications  through 
the  kinds  pf  systems  we've  been  dis- 
cussing and  you  cut  down  the  63  per 
cent  to  75  per  cent  of  their  time  that 
executives  are  spending  in  meetings." 
Harden  commented  "The  business 
executive  has  essentially  the  same 
problem  as  the  government  official  In 
addition  to  all  the  meetings,  he  must 
keep  up  with  governmental  regulations 
affepting  his  industry  as  well  as  other 
external  information — just  as  the  gov- 
ernmental executive  must  keep  up  with 
public  issues.  Organize  this  information 
for  timely,  easy  access  and  you  bring 
about  even  further  increases  in  pro- 
ductivity." 

The  NBS  contribution 

In  nearby  Gaithersburg.  Maryland, 
specialists  on  the  staff  of  Thomas  N. 
Pyke  Jr.,  director  of  computer  systems 
engineering  of  the  Institute  for  Com- 
puter Sciences  and  Technology  at  the 


National  Bureau  ot  Standards,  are 
deepiy  involved  in  developmental  com- 
munications machines  and  systems 
The  institute,  of  course,  is  charged  with 
establishing  standards  for  all  federal 
agencies  in  the  area  of  information  sci- 
ence and  technology— to  help  make 
government  procurement  and  use  of 
systems  and  machines  more  economic 
and  more  efficient  In  addition,  this  divi- 
sion of  the  bureau  provides  technical 
advice  and  assistance  to  governmental 
agencies  and  takes  part  in  research 
programs  in  the  technology.  Standards 
set  by  the  institute  for  branches  of  the 
federal  government  are  often  adopted 
by  state  and  local  government  and,  fre- 
quently, by  private  industry  as  well.  So 
the  work  of  the  bureau  in  this  area  is  of 
paramount  importance 

Staff  members  of  the  institute  are  using 
visual  display  communications  ma- 
chines— for  text  editing,  for  electronic 
mail,  for  computer  program  develop- 
ment, and  a  variety  of  other  chores 
They  are  communicating  with  each 
other,  exchanging  technical  papers  for 
review,  scheduling  meetings  and  doing 
other  routine  business  by  machine — 
within  their  own  bureau  and.  through  an 
external  communication  network,  with 
colleagues  across  the  country 

As  communications  machines  increase 
m  the  years  ahead  of  us,  and  as  they 
become  easier  to  use,  more  versatile, 
and  more  functional,  the  question  of 
security  and  proper  access  to  data 
moving  around  networks  will  become 
increasingly  important  Advanced  work 
is  being  done  by  NBS  toward  evaluation 
for  standard-setting  in  the  areas  of 
voice  recognition,  signature  analysis, 
biometric  analysis  such  as  finger-iengtn 
measurement,  and  fingerprints.  Various 
approaches  are  being  pursued,  all  still 
facing  technological  as  well  as  eco- 
nomic challenges 

It  is  the  people  iike  Harden,  ana  Pyke. 
and  their  associates,  and  people  in  the 
ranks  of  industry  and  users  who  are  on 
the  forefront,  helping  to  bring  about  the 
new  communications  revolution  now  on 
our  threshold  The  technology  is  in  our 
hands,  thanks  to  the  march  of  electro- 
nics, and  that  cadre  of  people  is  there — 
among  researchers,  among  manufac- 
turers, among  users — anxious  to  take 
the  greatest  advantage  of  that  techno- 
logy. There  are  economic  problems  that 
yet  await  solution  and  human-factor 


and  social  proolems  But  they  are  oeing 
aodressed.  and  will  be  solved  And  we 
will  move  into  an  era  of  communica- 
tions more  sophisticated  than  most  his- 
torians today  would  dare  predict 

We  have  put  together  a  scenario  here 
that  depicts  communications  facilities 
in  offices  of  the  immediate  future- 
facilities  that  will  enhance  human 
abilities — that  may  seem  to  some, 
outlandish  But  the  picture  we  have 
painted  is.  if  anything,  conservative 

Solutions 

Historically,  we've  solved  our  commu- 
nications problems,  achieved  our  com- 
munications advances,  with  machines, 
or  devices  of  some  sort;  some  mecha- 
nisms or  systems  by  which  we  are  able 
to  extend  our  senses  —  our  voices,  our 
ears,  our  eyes,  oui  minds.  Tom-toms 
and  smoke  signals  were  pretty  bright 
ideas  for  their  day,  when  you  thfhk 
about  it  When  the  Erie  Canal  opened 
in  1825  it  was  announced  by  a  series  of 
blasts  from  cannons  situated  eight 
miles  apart  and  the  relayed  signal 
travelled  364  miles  in  an  hour,  an 
incredibly  speedy  communication  for 
that  time  For  centuries,  communica- 
tions depended  on  the  speed  of  a  run- 
ner or  a  horse;  later,  a  steamboat  or  an 
early  train  —  not  much  better  Telegra- 
phy, telephony,  and  television  were,  of 
course,  milestones  in  out  string  of 
communications  advances.  But  even 
they  left  much  to  be  desired 

Certainly  in  our  time  we  have  made 
enormous  gains  in  communications. 
Machines  abound,  and  their  variety  in- 
creases almost  by  the  day  We  move 
information  by  copper,  by  cable,  by 
radio  and  microwave  We  bounce  sig- 
nals off  satellites  way  out  there  We're 
on  the  verge  of  putting  fiber  optics  to 
work  for  us.  There  are  people  alive  who 
once  marvelled  at  early  telephones 
and  are  now  looking  at  pictures  from 
Mars.  Ana  ail  important  communica- 
tions advances  have  enormous  impaci 
on  the  course  of  our  history,  the  shap- 
ing of  our  civilization  The  introduction 
of  movable  type  helpea  proauce  the 
Reformation  ana  the  Renaissance 
Wouia  our  nation's  great  age  of  rail- 
road expansion  —  a  key  to  the  develop- 
ment of  the  west  -have  been  possible 
without  telegraphy''  Television  in  the 
1950s  and  1960s  brought  focus  to  the 
civil  rights  movement.  ■ 


The  Rapifax  100 
Electronic  Mail  System 


The  mail  is  great  if 
you've  got  time.  A  min- 
imum of  24  hours  and 
more  likely  48  hours.  If 
your  communication  has 
time  value  and  if  you  can't 
wait  that  long,  the  Rapifax 
100  can  send  a  letter  size 
document  almost  anywhere 
in  the  world  in  35  seconds. 
Smaller  sized  documents  in 
little  as  20  seconds.  That's 
kind  of  high  speed  throughput 
that  makes  electronic  mail  a 
reality. ..today. 

Costs  less  than 
TELEX,  TWX 
and  telephone 

Telephone  line  costs  increase 
with  distance  and  length  of  time 
used.  The  Rapifax  100  makes 
your  communications  more  effec- 
tive because  it  can  move  a  200 
word  letter  or  hard  copy  informa- 
tion over  voice  grade  lines  at  }A 
to  Vi  the  time  and  cost  of  phone 
calls,  TELEX,  or  TWX. 

In  addition,  Rapifax  has  graph 
ic  capability.  You  can't  send  a 
written  memo,  signature,  a  copy 
original,  or  drawing  by  TELEX  or 
TWX. 
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RAPICOM 

□  Yes,  I'd  like  to  see  a  demonstration  of  the 
R100  and  a  free  systems  survey  to  improve 
our  business  communications. 

□  Send  me  more  data  on  the  Rapifax  100. 


NAME'TITLE 


COMPANY 


ADDRESS 


CITY 


Cost  justifiable 
at  10-15  copies 
per  day 

If  you're  sending 
a  few  facsimile  copies 
a  month,  we're  probably 
not  for  you.  But  if  you're 
sending  10-15  copies  a 
day,  the  Rapifax  100  can 
transmit  these  copies  at 
less  cost  than  most  conven- 
tional facsimile  systems. 

It  pays  to  do  business 
with  the  leader. 

Rapicom  is  the  leader  in 
high  speed  facsimile  systems. 
That's  why,  when  we  introduced 
the  world's  fastest  facsimile  trans- 
mission system  three  years  ago 
we  didn't  just  decide  to  rest  on 
our  laurels.  Today,  the  Rapifax 
100  is  a  reflection  of  our  leader- 
ship and  proven  reliability  in 
thousands  of  installations  world- 
wide. Sure,  one  of  these  days, 
someone  may  match  our  speed 
and  low  cost.  But,  we're  not  going 
to  sit  around  and  wait.  Neither 
should  you.  Just  return  the 
coupon  today,  call  toll-free, 
800-631-1 155*.  or  write  Rapicom, 
Inc.,  Seven  Kingsbridge  Road, 
Fairfield,  New  Jersey  07006. 


'Except  from  Ha*an  and  Maska 


STATE 


ZIP 


THIS  IS  GENERAL  ELECTRIC 
SUPPLY'S  COMPETITIVE  EDGE 

FROM  BELL 


PROBLEM: 

General  Electric  Supply  Com- 
pany (GESCO),  a  division  of  the 
General  Electric  Company,  sells  in 
a  highly  competitive  market.  Many 
of  the  80,000  products  it  offers  are 
matched  in  performance  by  those 
of  other  distributors,  which  puts  ex- 
tra emphasis 
on  cost  and 


customer 
service. 


Buyers  have  been 
buried  in  catalogs. 


Buyer 

and  seller 
alike  felt 
the  growing 
administrative  expense.  Getting 
and  giving  price  quotes,  checking 
availabilities,  taking  and  confirming 
orders  were  highly  labor-intensive 
chores. 

And  with  every  order  came  a 
flurry  of  paperwork,  often  repeti- 
tive, always  time-consuming  and 
error-prone,  too  often  snarled  in 
mail  hang-ups. 

What  GESCO  needed  was  a 
way  to  streamline  the  whole  pro- 
cess, build  orders,  and  reduce  paper- 
work for  itself  and  its  customers. 


SOLUTION: 

GESCO,  working  with  a  Bell 
System  team  of  data  experts,  devel- 
oped a  new  order  entry  and  pro- 
cessing system,  which  GESCO  calls 
SENTRY.  It  reduces  the  repetitive 
pricing  calls  by  offering  customers 
supplies  on  a  contract  basis,  with 
agreed-on  prices  and  responsive  de- 
livery times.  And  to 
eliminate  paper- 
work, the  system  is 
totally  automated. 
The  operation  is 
simplicity  itself. 
A  Transaction 
telephone  on 
the  customer's 
desk  addresses 
the  GESCO 
data  base 
"  and  enters 
the  order  in  seconds.  At  GESCO, 
picking  tickets  and  purchase  orders 
are  automatically  generated,  and  a 
copy  goes  back  to  the  customer 


The  customer  slides  his 
identification  card  through 


...a  Transaction  telephone  for  quick 
push-  button  ordering. 

The  time  and  expense  the  cus- 
tomer saves  are  a  clear  value  added 
to  GESCO's  services— a  decisive 
competitive  edge. 

If  you  haven't  talked  systems 
with  your  problem-solving  Bell  Ac- 
count Executive  lately,  your  com- 
pany is  missing  something. 

The  system  is  the  solution. 

(53)  Bell  System 


Business  Communications: 
Continent-to-Continent 

EUGENE  F.  MURPHY, 
President 

RCA  Global  Communications 


•  A  broker  in  New  York  receives  a  quar- 
ter million  dollar  sell  order  on  the 
Geneva  Stock  Exchange  from  the 
manager  of  a  pension  fund  in  San 
Francisco.  The  sale  is  made  at  the 
specified  price  and  is  verified  three 
minutes  later  in  written  form. 

•  In  Piraeus.  Greece,  a  shipbuilder 
wants  delivery  within  six  months  on 
steel  for  two  freighters.  A  Japanese 
trading  company  finds  it  for  him  within 
hours  by  means  of  its  extensive  inter- 
national communications  system. 

•  A  commodity  trader  in  Paris  needs  to 
know  the  price  of  coffee  beans  in  Rio 
de  Janeiro.  He  telexes  his  Wall  Street 
affiliate  and  has  the  information 
instantly. 

'The  Hamburg-based  sales  represen- 
tative of  a  heating  and  air-conditioning 
firm  located  in  the  Northeastern 
United  States  telexes  the  building 
specifications  for  a  prospective  cus- 
tomer's 400,000  square  foot  ware- 
house to  his  firm's  computer.  Within 
24  hours,  the  salesman  is  informed  by 
telex  of  the  equipment  needed  for  the 
factory's  climate  control  system,  and 
the  price.  The  next  day  he  closes  the 
sale. 

These  examples  illustrate  several  ways 
international  carriers  supply  fast,  mod- 
ern, efficient,  low-cost  business  com- 
munications to  the  far  corners  of  the 
earth.  With  an  international  communi- 
cations system  tailored  to  meet  such 
requirements,  a  company  large  or  small 
can  reach  most  places  in  the  world  with 
the  same  ease  that  it  takes  to  communi- 
cate by  telephone  across  town. 

The  international  carrier  gives  the  busi- 
nessman a  shopping  list  of  communica- 
tions services,  helps  him  select  equip- 
ment appropriate  to  his  volume  and 
needs,  and  designs  and  implements  an 
international  communications  system 
for  him. 

There  was  a  lime  when  that  same  Wall 


Street  brokerage  house  trading  in 
Geneva  had  more  international  commu- 
nications traffic  than  its  then  existing 
facilities  could  handle.  The  volume  of  its 
research  and  opinion  reports  con- 
gested its  own  communication  chan- 
nels. Eight-hour  delays  were  common. 
Far  worse,  the  firm's  four  European 
offices  were  connected  in  series:  that 
is,  like  points  on  a  wire  strung  between 
telephone  poles.  When  one  pole  went 
down,  the  whole  system  blacked  out 
like  an  old-fashioned  string  of  Christmas 
tree  lights. 

Working  with  the  broker's  communica- 
tions managers,  engineers  designed  a 
new  private  leased  channel  system 
which  would  increase  the  traffic 
throughout  over  100  percent.  The  heart 
of  that  system  is  a  state-of-the-art  multi- 
plex. This  electronic  device  employs 
digital  techniques  to  sub-divide  the  tele- 
phone circuit  and  permits  simultaneous 
transmission  of  voice  and  high  speed 
data  and/or  a  total  of  eight  teleprinter 
channels. 

This  system  has  increased  the  capabil- 
ity twofold  with  barely  any  increase  in 
cost  It  also  allows  the  brokerage  firm  to 
send  a  whole  host  of  different  mes- 
sages at  different  speeds  to  different 
offices  at  the  same  time.  Most  impor- 
tantly, the  new  system  connects  each  of 
the  four  European  offices  separately, 
eliminating  the  domino  effect  of  the  old 
system  and  substantially  improving  the 
reliability  of  its  communications. 

The  new  circuitry  at  the  other  end  is  vital 
in  eliminating  backlog  and  improving 
service  to  the  broker's  customers, 
mainly  large  banks  and  financial  institu- 
tions. This  highly  sophisticated  system 
not  only  gives  the  brokerage  house  the 
communication  tools  to  provide  better 
service  in  a  highly  competitive  busi- 
ness, but  has  improved  cash  flow.  Com- 
pleted transactions  are  confirmed 
within  24  hours  inst  ead  of  two  or  three 
days.  A  leased  channel  to  Hong  Kong 
has  been  added  to  integrate  the  Far 
East  into  the  company's  communica- 


tions network. 

In  the  example  of  the  Japanese  trading 
company,  international  telecommuni- 
cations is  used  extensively  to  satisfy  its 
business  needs  around  the  world.  The 
company's  agent  literally  searches  the 
globe  to  bring  buyer  and  seller  together. 
When  the  Greek  shipbuilder  contacted 
the  agent  in  Athens,  the  latter  got  in 
immediate  touch  with  the  Japanese 
trading  company's  regional  switching 
center  in  London,  and  the  request  for 
steel  was  forwarded  to  Tokyo.  A  broad- 
cast message  was  sent  from  trading 
company  headquarters  in  Tokyo  to  all 
steel  manufacturers  asking  for  price 
quotes  and  availability  dates  based  on 
the  required  quantity.  The  trading  com- 
pany then  put  together  the  best  possible 
deal  and  forwarded  it  via  London  to  the 
Japanese  agent  in  Athens. 


The  Wall  Street  affiliate  of  the  commod- 
ity trader  and  the  climate  control  firm 
both  depend  on  international  communi- 
cations systems  and  computers  that 
permit  access  to  their  databases  from 
almost  anywhere  on  earth. 

The  carrier  worked  with  the  broker  to 
engineer  a  system  to  overcome  mcom- 
patability  of  keyboards,  equipment  and 
transmission  speeds,  allowing  the 
broker's  New  York  database  to  be 
queried  from  even  the  firm's  most  re- 
mote branch  office.  By  contrast,  the 
database  of  climate  conditioning  com- 
pany can  be  reached  from  any  telex 
machine  in  the  carrier's  message 
switching  computer. 

These  are  just  a  few  of  the  many  exam- 
ples of  sophisticated  international  com- 
munications systems  made  available  by 
international  carriers.  It  is  part  of  an 
industry  that  now  provides  the  means 
for  companies  anywhere  to  trade  in  the 
markets  of  the  world  and  to  conduct  all 
manner  of  business  on  an  international 
scale.  That  this  industry  is  keenly  aware 
of  today's  business  needs  was  vividly 
demonstrated  last  year  with  the  inaugu- 


One  for  One  for 
the  road.      the  office. 

Arnold  Palmer  gets  more  done  when  he  travels  with 
Lanier's  Vest  Pocket  Secretary.  And  now,  back  at  the  office, 
he's  got  Lanier's  new  OMNI  microcassette  desktop. 

Talking  is  so  much  faster  than  writing  that  when 
you  dictate,  you  cut  way  down  on  the  time  you 
spend  on  paperwork.  And  that  leaves. you  more 
time  for  the  things  that  are  really  important  to 
your  career. 

Now  Lanier,  the  company  that  makes  the 
remarkable  little  Vest  Pocket  Secretary  portable 
dictating  unit,  introduces  OMNI,  a  small  and 
simple-to-use  microcassette  desktop. 

OMNI  was  designed  to  take  full  advantage  of 
today's  little  microcassettes  (the  same  60-minute 
microcassettes  the  Vest  Pocket  Secretary  uses).  So 
it's  a  lot  smaller  than  standard-cassette  desktops. 
In  fact,  OMNI  takes  up  less  room  on  your  desk 
than  a  standard  piece  of  typing  paper.  And  like  the 
Vest  Pocket  Secretary,  OMNI  is  a  snap  to  use. 

Lanier's  OMNI  and  Vest  Pocket  Secretary. 
Together  they'll  help  you  get  more  accomplished 
both  at  the  office  and  on  the  road.  To  learn  more 

International  offices  in:  Australia,  Belgium,  Canada,  Denmark,  England, 
Finland,  France,  Germany,  Ireland,  Mexico,  Netherlands,  New  Zealand,  Norway, 
Puerto  Rico,  South  Africa,  Spain,  Sweden,  Switzerland. 


about  them,  mail  the  attached  coupon  or  give  us  a 
call  toll-free  at  (800)  241-1706.  In  Georgia,  call 
(404)  321-1244  collect.  Then,  instead  of  spending 
your  time  just  keeping  up  with  the  paperwork,  you 
can  start  thinking  about  getting  ahead. 

r  

Please  contact  me  with  more  information  about  OMNI. 

Name  Title 
Company  Phone 
Business  Address 

City  State  Zip 

Mail  to:   Lanier  Business  Products,  Inc. 

1700  Chantillv  Dr.  N.E.,  Atlanta,  Ga.  30324 


LANIER  BUSINESS  PRODUCTS.  INC 

Get  a  lot  more  done  in  a  lot  less  time.  1 a 
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EVER  YOUR  BUSINESS  TELEPHONE  NEEDS, 
WE'VE  GOT  YOUR  NUMBER. 


NEAX  12  &  22 
Up  to  2,400  central 
office  trunks, 
12,000  stations. 


r 


Whether  you  need  4  stations  or  12,000,  NEC  has  an  electronic 
telephone  system  that  can  be  tailored  to  your  business. 
Even  more  important,  we  back  every  system  with  the  only  10-year 
service  guarantee  in  the  industry,  plus  over  200  offices 
coag&to  coast  to  give  you  prompt  attention.  At  NEC,  we've  got 
■ur  number.  Here's  ours:  800-645-9836;  in  New  York  call  516-249-4511. 


NEC 

NEC  TELEPHONES,  INC. 
The  reliable  alternative 


ration  of  the  first  digital,  high-speed  fac- 
simile service  between  the  United 
States  and  Japan  and  the  rapid 
expansion  of  that  service  to  other  points 
throughout  the  world. 

Digital  communications 

When  computer-to-computer  data  com- 
munication was  evolving  during  the 
early  1950s,  the  trend  toward  all-digital 
communications  systems  began.  That 
trend  is  even  stronger  almost  thirty 
years  later. 

Use  of  modems  (modulator-demodula- 
tor circuits)  first  increased  transmission 
speed  from  600  to1200  bits/second. Im- 
provements during  the  1960s  raised 
that  rate  to  4800  bits/second.  During 
the  early  1970s,  more  elaborate  phase 
and  error  correcting  technology  boost- 
ed the  figure  to  9600  bits/second. 

We  are  now  developing  the  capacity  for 
even   higher   digital  transmission 


speeds.  For  example.  NASA  has  em- 
barked on  a  program  of  56  kilobit  per 
second  circuits  for  its  communications 
requirements  with  its  tracking  stations. 
The  Department  of  Defense  has  insti- 
tuted a  program  utilizing  circuits  at 
speeds  of  1.544  megabits  per  second 
for  certain  of  its  overseas  require- 
ments. 

Services  now  available 

Let  us  review  briefly  the  services  now 
available  by  industry  carriers  to 
business  organizations. 

•  First  and  foremost  is  the  overseas 
telex  service  which  remains  an  essen- 
tial tool  of  large  and  small  business 
throughout  the  world.  Telex  is  a  fully 
automatic  teleprinter  service  and  em- 
ploys such  enhancements  as  single- 
digit  dialing,  store  and  forward  service 
and  automatic  retry  when  a  call  can- 
not be  completed  immediately. 


•  A  variety  of  private  line  leased  chan- 
nels is  available  to  satisfy  the  individ- 
ual needs  of  each  business  organiza- 
tion, from  teleprinter  channels  to 
computer-to-computer  data  services 
linked  by  high-speed  digital  trans- 
mission. 

•  A  telegram  service,  which  has  now 
been  automated,  remains  an  impor- 
tant business  communication  link. 

These,  then,  are  the  basic  and  most 
widely  used  services  available  to  busi- 
nessmen through  international  car- 
riers. Generally  described  as 
"record"  services,  they  are  the  ones 
predominantly  used  for  business 
communications. 

Voice  communication 

In  contrast,  voice  communication  ac- 
counts for  a  substantial  volume  of  inter- 
national traffic.  That  the  businessman 
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X 


Frank  Seery 
Marketing  Manager 

^77  "A"  Street 

Needham  Heights,  Mass.  02194  U.S.A. 
Area  Code  617  449-2000  Ext  3454 
Telex:  92-2497 


A  chronic  communications  problem  of  American  Business: 


business  travelers  M 


pageAmerica 

dramatically  speeds  the  flow  of 
communications  and  vital  infor- 
mation to  your  company  travelers 
via  its  Personal  Pager  Service. 
Recognized  as  an  essential  travel 
device  by  many  of  America's  lead- 
ing corporations,  pageAmerica 
Service  can  be  rented  by  the  day, 
coast-to-coast,  at  nominal  cost. 
Works  anywhere! 
For  information  on  how  pageAmerica  increases  the  productivity  of 
forward-thinking  executive  travelers  . . .  call  or  write  David  Post,  President 

pageAmerica 


COMMUNICATIONS  INC 


150  EAST  58th  STREET   NEW  YORK.  N  Y   10022  /  (212)  758-301  1 

a  Trip  Technology1"  innovation  of  pageAmerica       a  publicly  held  company 


places  great  reliance  upon  record  com- 
munications is  attributable  to  certain 
basic  considerations.  In  a  voice  conver- 
sation, the  person  on  the  other  end 
must  speak  the  same  language  to  be 
understood  or  the  conversation  may  in- 
volve complex  or  technical  matters  not 
suitable  for  immediate  oral  comprehen- 
sion. Besides  there  is  no  "hard  copy"  of 
a  telephone  message.  This  is  where  the 
record  carrier  comes  in.  There  is  no 
mistaking  the  text  of  the  written  mes- 
sage no  matter  how  complicated  that 
text.  It  is  clear  as  the  writer  can  make  it 
and  there  can  be  no  misunderstanding 
of  what  is  transmitted.  Clarification  can 
always  be  obtained.  In  addition,  the 
"hard  copy"  or  "record"  of  the  mes- 
sage or  call  is  usually  available. 

In  addition  to  the  basic  record  services, 
international  carriers  furnish  a  wide 
variety  of  data  services  to  provide  busi- 
ness with  computer-to-computer  trans- 
mission speeds  ranging  from  1200  to 
9600  bits/second.  And  we  are  on  the 
threshold  of  several  exciting  new 
services. 

Packet  switching 

The  recent  development  of  packet 
switching  is  a  result  of  advances  in 
computer  technology  that  accommo- 
date the  high  level  of  switching  tech: 
nology  this  system  requires.  Packet 
switching  is  an  efficient  technology  that 
breaks  a  computer  message  into  short 
segments  (packets)  of  up  to  128  charac- 
ters and  sends  these  packets  through 
the  network  with  other  packets  of  data. 
The  packets  are  reassembled  in  proper 
order  before  they  are  printed  out  at  their 
destination. 

Services  using  this  technique  are  now 
available  to  many  overseas  points. 
International  users  find  packet  switch- 
ing a  cost-effective  method  of  reaching 
the  computer  resources  located  in 
other  countries.  This  service  provides  a 
digital  data  transmission  capability  be- 
tween a  host  computer  or  data  terminal 
in  the  continental  United  States  and  a 
corresponding  host  computer  or  ter- 
minal at  an  overseas  location.  The  sys- 
tem can  be  used  by  financial  institutions 
here  and  abroad  to  interchange  compu- 
terized statistical  data  on  stocks  and 
bonds  to  obtain  credit  information  and 
for  research  groups  to  access  data- 
bases in  libraries  and  research  institu- 
tions. 


Facsimile 

One  of  the  newest  and  most  exciting 
developments  is  the  merging  of  an  old 
idea,  facsimile,  with  data  compression 
and  error  correction,  resulting  in  a  new. 
cost-effective  means  of  telecommuni- 
cations with  a  wide  range  of  capabili- 
ties. Utilizing  digital  techniques,  facsim- 
ile equipment  is  now  available  to  send 
and  receive  an  8V2"  by  11"  page  in  less 
than  one  minute.  These  diagrams, 
graphs  and  charts  which  formerly  had 
to  be  transmitted  by  very  slow  tech- 
niques or  by  mail  can  now  be  sent 
rapidly. 

Being  blind  to  language  differences, 
digital  facsimile  is  the  perfect  medium 
to  communicate  directly  in  Japanese 
and  Chinese,  Arabic  or  Hindustani, 
eliminating  the  need  to  translate  a  mes- 
sage first  into  Roman  characters  for 
transmission  as  is  presently  done  in 
other  means  of  communication. 

The  key  to  an  effective  service  is  reach- 
ing the  individual  business  customer, 
which  requires  compatibility  between 
international  network  standards  and 
many  different  types  of  customer  equip- 
ment. Computer  programs  that  will 
compensate  for  the  differences  in 
codes,  speeds  and  other  standards  are 
now  being  written. 

Businesses  abroad  sometimes  find  that 
the  domestic  communications  link  from 
business  office  to  satellite  earth  station 
or  cable  network  does  not  match  the 
quality  of  the  international  circuit  in  reli- 
ability or  in  the  speeds  required  for 
more  complex  transmissions.  The  inter- 
national carriers  provide  a  wide  variety 
of  services  and  equipment  to  help  over- 
come some  of  the  weaknesses.  Mean- 
while, many  countries  are  working  dili- 
gently to  improve  their  domestic  net- 
works in  order  to  promote  international 
trade  and  information  exchange. 


Video  conferencing 

Finally,  we  should  mention  the  develop- 
ment of  international  television.  Satel- 
lite communications  make  it  possible  to 
provide  television  transmission  service 
on  a  truly  global  basis.  We  are  all  vividly 
aware  of  the  tremendous  impact  of  this 
service  from  viewing  on  our  home  TV 
receivers  events  such  as  the  space 
walk  on  the  Moon  and  the  coronation  of 
the  Pope.  But,  this  service  has  been 


used  mostly  by  one  particular  business 
—  the  broadcasting  industry.  We  are 
aware  of  isolated  occasions  where 
video  conferencing  has  been  used 
internationally.  However,  the  concept  is 
so  new  that  it  is  largely  in  an  experimen- 
tal stage.  As  travel  costs  in  time  and 
money  continue  to  rise,  video  confer- 
encing will  become  an  attractive  alter- 
native to  the  overseas  business  trip. 

Video  conferencing  could  be  a  part  of 
the  international  electronic  business 
office  which  is  slowly  and  surely  becom- 
ing a  reality.  It  is  now  technically  pos- 
sible to  establish  a  system  that  will 
accept  a  facsimile  copy  as  input  and 
deliver  its  message  on  a  telex  machine. 

Or.  a  message  can  be  entered  on  telex 
and  delivered  as  a  full-page  facsimile 
document.  Technology  is  not  limited  to 
facsimile-to-facsimile  or  facsimile-to- 
telex  transmission.  It  is  just  as  easy  to 
accept  high  speed  input  from  compu- 
ters, word  processing  or  data  terminals 
and  deliver  the  message  in  another 
form. 

The  goal  of  the  international  electronic 
office  is  to  eliminate  the  manual,  paper- 
based  communications  system  includ- 
ing the  paper  tape  teleprinter.  Word  pro- 
cessing teleprinters  now  available  in- 
corporate electronic  memory  and  ef- 
fectively replace  the  punch  tape  per- 
forator and  transmitter.  These  highly 
sophisticated  word  processors  inte- 
grated into  computer-based  informa- 
tion systems  can  interconnect  with 
separe  telecommunications  networks, 
each  with  its  own  line  and  operating  pro- 
tocols. Modern  electronic  office  ter- 
minals can  uniquely  identify  themselves 
to  the  various  networks.  They  can  be 
programmed  to  identify  and  respond  to 
the  different  sources  of  data  and  tele- 
communications. 

But  the  electronic  wonders  of  the  future 
are  not  confined  to  the  electronic  busi- 
ness office.  Electronics  in  the  schools 
and  in  industrial  laboratories  have  ac- 
cess, through  international  packet  net- 
works, to  scientific,  industrial  and  cul- 
tural databases  established  by  many 
nations  throughout  the  world.  Even  in 
the  home,  the  same  electronic  data- 
base technology  will  provide  interna- 
tional news  and  information  on  request 
right  from  the  source  to  the  video 
screen  in  the  living  room.  ■ 


The  Streetwalker 


There's  bad  news  ahead  for  property  and 
casualty  companies.  That  could  be  a  good 
time  to  buy  the  stocks.  Here's  why: 


Buy  on  bad  news? 


Born  again 

The  cyclical  insurance  stocks  below  have  come  a  long  way  from  their  1974-75  problems. 

Now  they  have  rising  investment  income,  takeover  potential  and  the  cash  to  increase  dividends. 
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Aetna  Life  &  Casualty 

30% 

$  6.62 

4.7 

9-3 

30%-15 

$30.27 

1.02 

$1.80 

D.O  /o 

1  7.  7°/ 

1  ,1 

14,0  /U 

American  Express 
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4.42 

7.9 
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21.97 

1.58 
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o.Z 

1  Q  £ 
18.0 

American  General  Ins 
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6.38 

4.6 
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32.32 

0.91 

1.00 
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American  Intl  Group 

49  Mi 

5.40 

9.2 

15-7 

58  —30 

25.24 

1.97 

0.42 

U.O 

Zo  .U 

6,664 

CNA  Finl 

11% 

3.90 
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13.72 

0.84 

none 

13.1 
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Conn  General  Ins 

36  lA 

6.45 

5.6 

9-5 

42%-29'A 

40.51 

0.89 

1.32 

O.O 

1/1  O 

0-2  1/1 

General  Reinsurance 

78 

10.05 

7.8 

18-7 

104    -66  Vi 

49.02 

1.59 

2.00 

Z.O 
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Old  Republic  Intl 

29 
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4.8 
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29Vi-  5Va 
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1.24 
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Reliance  Group 

40% 

8.25 

4.9 

12-3 

43 'A-  6 

27.12 

1.49 

1.60 

oo.  1 

6,704 

TYansamerica 

17 

3.29 

5.2 

8-4 

193/g_  gi/4 

17.66 

0.96 

1.00 

5.9 

24.1 

17,203 

Travelers 

37!4 

8.63 

4.4 

1 1-3 

40y8-25 

47.93 

0.79 

2.08 

5.5 

23.3 
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2,246 

Chubb 

38</4 

7.67 

5.1 

10-4 

42'/2-29'/8 

38.05 

1.02 

2.20 

5.7 

16.2 

7,033 

Continental  Corp 

25% 

5.84 

4.4 

16-4 

29%-207/« 

30.14 

0.85 

2.00 

7.8 

20.2 

3,029 

Crum  &  Forster 

42 14 

9.92 

4.3 

10-3 

44'/4-23% 

40.45 

1.04 

2.08 

4.9 

21.5 

1,345 

GEICO 
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3.10 

2.5 
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6.51 

1.21 

0.32 

4.1 

15.0 

11,934 

INA  Corp 

43 

8.79 

4.9 
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47%-34 
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0.83 

3.00 

7.0 

14.0 

1,592 

Kemper 

29  y4 

7.96 

3.7 

6-3 
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35.59 

0.84 

1.60 

5.4 

23.2 

1,063 

Ohio  Casualty 
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6.13 

4.6 

12-3 

32'/8-17'/4 

23.20 

1.22 

1.40 

5.0 

21.6 

2,176 

Safeco 

32% 

6.28 

5.2 

9-3 

34%-217/8 

32.10 

1.01 

1.50 

4.6 

19.8 

3,511 

St  Paul  Cos 

37% 

7.84 

4.8 

9^1 

39%-25 

36.82 

1.02 

1.80 

4.8 

21.2 

3,210 

US  Fidelity  &  Guaranty 

35% 

8.09 

4.4 
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37%-19% 

28.88 

1.22 

2.40 

6.8 

24.8 

Life 
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0.92 

4.3 

14.4 
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23 
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6.1 
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1,015 

Combined  Insurance 
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1.25 

1.20 

6.6 

14.9 

1,449 

Gulf  United 

15'/2 

2.26 

6.9 
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16%-  7% 
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1.03 

0.96 

6.2 

9.3 
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Independent  Life  &  Acc 

1 7% 

3.15 

5.6 
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IS. 82 

0.94 

1.16 

6.5 

12.9 

2,618 

Jefferson-Pilot 

33% 

3.97 

8.5 

11-7 

35'/8-24% 

28.87 

1.17 

1.20 

3.6 

15.3 

1,805 

Liberty  Natl  Life- 

24  Va 

3.02 
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0.97 
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4.1 

11.6 

6,859 

Lincoln  Natl  Corp 
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0.79 
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3,550 
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3.55 
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32.36 

0.95 

1.12 

3.6 

12.3 

1,628 

PennCorp  Finl 
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1.50 

5.0 

6-2 

8V2-  W2 

11.16 

0.67 

0.12 

1.6 

NA 

1,898 

Provident  Life  &  Acc 

41'/2 

6.60 

6.3 

8-5 

53  -23 

40.08 

1.04 

1.48 

3.6 

19.8 

1,913 

Southwestern  Life 

28 

2.58 

10.9 
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29'/4-16 

18.44 

1.52 

1.00 

3.6 

13.4 

2,658 

USLife 

22Vi 

3.49 

6.4 
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25  -11% 

21.55 

1.04 

0.66 

2.9 

13.9 

2,145 

Washington  Natl 
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4.46 

6.7 

8-4 

32'/s-10% 

34.89 

0.86 

1.40 

4.7 

11.5 

NA  Not  available  'Latest  12  months 

Take  a  look  at  the  table  on  this  page,  the 
price/earnings  column.  No,  these  are  not 
misprints.  Some  of  the  most  conserva- 
tive companies  in  the  property  and  casui 
alty  insurance  business  really  are  selling 
for  four  times  earnings.  That's  even  low- 
er than  the  market  as  a  whole,  where  the 
price/earnings  ratio  on  the  Dow  Jones 
industrials  is  about  7. 

Clearly,  the  property  and  casualty 
stocks  are  discounting  some  bad  news. 
The  bad  news  is  that  this  is  a  cyclical 
industry  and  it's  starting  on  the  slippery 
downslope.  Memories  are  still  fresh  as  to 
what  happened  on  the  last  downslope,  in 
1974  and  1975.  In  that  inflationary  situa- 
tion, insurance  claims  went  through  the 
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roof  while  insurance  regulators  dragged 
their  heels  about  granting  higher  rates.  In 
just  24  months,  the  property  and  casual- 
ty industry  suffered  a  staggering  $5.5  bil- 
lion in  underwriting  losses.  It  was  like 
1932!  Under  the  impact  of  these  losses, 
company  surpluses  dwindled  alarmingly. 
In  an  effort  to  protect  their  capital  bases, 
several  companies  cut  dividends.  The 
stocks  collapsed.  The  excellent  and  con- 
servative Travelers  Corp.  dropped  from 
near  50  to  15.  Saul  Steinberg's  Reliance 
Group  plunged  from  the  mid-20s  to  as 
low  as  4 '/4. 

Are  we  in  for  a  replay  of  1974-75  as  far 
as  these  stocks  are  concerned?  Leandro 
S.  Galban  Jr.,  Donaldson,  Lufkin  &  Jen- 
rette's  excellent  insurance  analyst,  says 
that  whereas  the  industry  made  $937 
million  on  underwriting  last  year  it  is 
going  to  lose  about  $540  million  this 
year — and  more  than  that  in  1980.  He 
thinks  the  auto  lines  will  take  the  worst 
beating:  Rough  sailing  ahead  for  GEICO, 
Allstate  and  State  Farm  Mutual? 

Galban's  (and  other  analysts')  conclu- 
sion? Don't  sell;  consider  buying  when 
the  bad  news  comes  out. 

It's  the  old  story  of  history  repeating 
but  not  in  the  same  way.  Yes,  there  will 
be  a  downturn.  But  it  shouldn't  be  like 
the  last  one,  says  Galban.  Here's  why: 

1)  Investment  income  will  rise. , 

2)  The  underwriting  losses  won't  be  as 
bad  as  they  were  last  time  around.  Why? 
Because  the  insurance  companies  issued 
shorter-term  policies  and  reserved  more 
realistically;  also  because  the  regulators 
don't  want  the  kind  of  mess  they  had  last 
time.  That  doesn't  mean  there  won't  be 
a  very  large  hurricane  loss  unexpectedly 
popping  up.  But  as  painful  as  that  may 
be,  it's  usually  nonrecurring. 

With  1)  largely  offsetting  2),  Galban 
figures  that  overall  earnings  of  these 
companies  will  slip  but  not  collapse.  In 
1979  he  looks  for  a  gain  of  about  18%  to 
$6.8  billion  in  investment  income, 
enough  to  counteract  most  of  the  down- 
swing of  $1.5  billion  he  foresees  in  un- 
derwriting income. 

Now,  here  is  what's  really  surprising: 
Most  security  analysts  agree  with  him. 

"At  the  most,"  says  Smith  Barney, 
Harris  Upham's  Donald  E.  Franz  Jr.,  "to- 
tal property  and  casualty  earnings  should 
decline  by  15%  over  the  next  couple  of 
years."  That's  a  fairly  typical  view,  and  it 
has  favorable  implications.  How  so? 
Look  at  it  this  way:  If  a  stock  sells  for 
four  times  earnings  it  is  discounting  a 
lot.  But  if  its  earnings  drop  by  15%,  the 
stock  could  actually  go  up  30%  and  its 
price/earnings  ratio  would  still  only  be 
around  6.  Remember  this,  too:  More 
money  is  made  out  of  swings  in  P/E  ra- 
tios than  out  of  earnings  changes. 

What  could  eventually  make  these  P/Es 
improve?  Several  things: 

1)  Realization  by  investors  that  there 
is  not  going  to  be  a  repeat  of  1974-75. 


2)  Higher  dividends. 

Higher  dividends?  Quite  possible. 
Look  at  Aetna  Life  &  Casualty.  It  earned 
$6.39  a  share  in  1978  and  paid  out  just 
$1.47.  Suppose  earnings  dropped  all  the 
way  down  to  $5  and  the  dividend  went 
up  to  $2.  Aetna  would  still  be  paying  out 
only  40%  of  earnings.  (This,  by  the  Way, 
is  just  fanciful  arithmetic  done  for  the 
sake  of  illustration;  it's  no  prediction.) 
That  would  be -true  of  others  as  well. 
Clearly,  it  is  possible  for.  dividends  to  go 
up  even  if  earnings  per  share  go  down. 
Merrill  Lynch  analyst  Gerald  Lewinsohn 
predicts:  "After  dividend  increases  of 
20%  this  year,  we  can  expect  to  see 
increases  of  about  12%  in  1980.  That's 
still  better  than  you  can  expect  from  the 
market  as  a  whole." 

Says  Morgan  Stanley's  Allerton  Cush- 
man  Jr.,  "If  you're  willing  to  gamble  now, 
then  you  could  pick  companies  with 
good  management  and  forward  momen- 
tum, like  Aetna,  General  Reinsurance 
and  American  International  Group.  They 
have  their  risks  spread  through  all 
lines — AIG  all  over  the  globe." 

Merrill  Lynch's  Lewinsohn  thinks 
that  "if  interest  rates  come  down  sub- 
stantially, the  stocks  could  do  well  this 
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year.  But  while  the  short-run  outlook 
isn't  rosy,  in  the  long  run  I  think  they'll 
do  very  well — particularly  stocks  like 
GEICO,  Aetna,  Ohio  Casualty,  Farmers 
Group  and  AIG." 

The  life  insurance  stocks  aren't  nearly 
so  cheap — as  our  table  shows.  That's  be- 
cause they  aren't  as  cyclical.  But  they, 
too,  have  an  attraction:  Their  steady, 
dependable  cash  flow  makes  them  at- 
tractive acquisition  prospects.  With 
many  selling  at  a  shade  over  book  value, 
it  would  take  a  nice,  fat  premium  to 
acquire  them.  In  recent  months  a  num- 
ber have  been  acquired  and  the  premi- 
ums have  been  juicy.  Crown  Central  Pe- 
troleum is  offering  2Vz  times  book  for 
Continental  American  Life,  and  other 
mergers  have  taken  place  at  IV2  to  2 
times  book. 

Which  life  stocks?  Smith  Barney's 
Franz  likes  Monumental  and  Capital 
Holding,  and  James  Stradtner  of  Alex- 
ander Brown  &  Sons  favors  Protective, 
USLIFE  and  Northwestern  National. 

— Howard  Rudnitsky 


U.S.  investors  were  big  winners  the  last  time 
the  British  government  sold  part  of  its  hold- 
ings in  British  Petroleum.  But  will  they  even 
get  a  chance  to  do  so  on  the  next  sale? 

Pssst!  Wanna  buy 
a  crown  jewel? 


No  MAJOR  INTERNATIONAL  OIL  STOCK  has 

performed  better  for  American  investors 
lately  than  has  British  Petroleum,  major- 
ity-owned since  1914  by  the  British  gov- 
ernment. _  Two  years  ago  the  cash- 
strapped  Labour  government  sold  off 
25%  of  its  264  million  shares  (nearly 
70%  of  those  outstanding)  at  $14.53  per 
share.  Americans  who  bought  at  the 
time  are  way  ahead.  The  shares  have 
since  appreciated  over  35%  in  sterling 
terms  and,  thanks  to  surging  sterling, 
nearly  70%  in  dollars.  That  70%  gain 
compares  with  20%  over  the  same  peri- 
od for  Royal  Dutch,  18%  for  Shell,  14% 
for  Standard  of  California  and  a  slight 
depreciation  for  Exxon,  Gulf  and  Texaco. 

Now  Britain's  new  (and  even  poorer) 
Conservative  government  is  planning  to 


sell  perhaps  up  to  75  million  more  BP 
shares.  To  make  good  on  election  prom- 
ises to  slash  both  income  taxes  and  gov- 
ernment borrowing,  Margaret  Thatch- 
er's wavy-haired  Chancellor  of  the  Ex- 
chequer Sir  Geoffrey  Howe  stunned 
Parliament  last  month  by  promising  to 
boost  value-added  taxes  (by  almost  90% 
on  many  items),  to  jack  up  bank  lending 
rates  to  14% — and  to  raise  up  to  $2  bil- 
lion by  selling  government-owned  assets, 
mainly  its  BP  holdings.  On  news  of  Sir 
Geoffrey's  bleak  "Eurobudget,"  the 
pound  soared  to  a  45-month  high,  but  the 
stock  market  plummeted  over  5%.  BP 
itself  lost  around  6%  of  its  $10  billion 
market  value. 

Any  smart  money  man  knows  to  sell 
on  strength,   buy  on  weakness,  and 
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there's  plenty  of  weakness  in  BP  now.  Is 
the  impending  sale,  then,  a  rare  second 
chance  for  U.S.  investors  to  stock  up  on 
shares  in  Britain's  largest  company? 

London  analysts  are  set  aquiver  by  the 
prospects.  "The  shares  are  a  bargain,  ab- 
solutely," says  Douglas  McGregor,  top 
oil  analyst  at  London's  big  brokerage 
house  Hoare  Govett  Ltd.  "Ridiculously 
cheap  and  getting  cheaper,"  agrees  Peter 
Lilley,  who  follows  oils  at  another  highly 
regarded  London  firm,  W.  Greenwell  & 
Co.  Says  John  Thompson,  a  well-known 
analyst  at  brokers  Fielding,  Newson- 
Smith  Ltd.:  "With  the  new  price  in- 
creases the  international  oil  industry  in 
general  has  very  good  prospects.  But  it's 
the  companies  with  non-OPEC  produc- 
tion who  stand  to  benefit  most,  and  BP  is 
the  prime  example  of  a  company  with 
non-OPEC  production." 

Most  of  BP's  direct  crude 
production  is  accounted  for  by 
the  company's  vast  holdings 
in  the  North  Sea,  where  it  has 
over  2.4  billion  barrels  in 
proven  reserves,  and  where  it 
currently  produces  around 
510,000  barrels  daily.  This  oil 
was  profitable  four  years  ago, 
when  crude  was  "only"  $12  a 
barrel;  it  is  at  least  half  again 
more  profitable  thanks  to 
OPEC's  new  $20-per-barrel- 
plus' price  (though  the  British 
government,  like  the  U.S., 
plans  to  tax  away  much  of  the 
windfall).  This  is  one  key  rea- 
son why  BP's  first-quarter 
profit  ($1.53  per  share)  was 
over  three  times  its  year-earli- 
er level. 

Then  there  is  the  crown 
jewel  within  the  crown  jewel: 
BP's  majority  interest  in  Stan- 
dard Oil  of  Ohio,  the  number 
one  beneficiary  (on  a  share  - 
for-share  basis)  of  Alaska's 
North  Slope  fields.  Sohio  now 
produces  nearly  1.2  million 
barrels  a  day  of  Alaskan  crude,- 
:  again,  this  is  oil  that  was  prof- 
itable at  $12  a  barrel.  And  as 
jSohio's  North  Slope  production  has 
S  climbed,  so  has  BP's  interest  in  Sohio, 
ifrom  40%  early  last  year  to  52.2%  cur- 
rently. This  plus  the  rising  prices  explain 
(why  Sohio's  contribution  to  BP's  profits 
surged  from  $25  million  in  the  first  quar- 
ter of  1978  to  $110  million  in  the  first 
Iquarter  of  1979. 

Not  even  the  Iranian  crisis  will  hurt  BP 
much.  True,  the  Ayatollah's  government 
"reviewed"  Iran's  contract  to  supply  BP 
iwith  450,000  barrels  per  day,  and  cut  the 
jjmount  to  385,000.  But,  explains  Green- 
jwell  &  Co.'s  Peter  Lilley,  that  should  be 
po  great  problem:  "Most  of  BP  third- 
barty  sales  [to  other  oil  firms]  are  based 
jpon  its  Iranian  supplies.  BP  never  made 
much  money  on  that  business  to  begin 


with,  and  you  can  be  sure  that  any  short- 
fall in  its  Iranian  crude  will  be  ultimately 
borne  by  BP's  third-party  customers,  pri- 
marily Petrofina  and  Exxon." 

Lilley  estimates  BP  will  have  impres- 
sive earnings  this  year,  with  Sohio  con- 
tributing over  $570  million,  vs.  $304  mil- 
lion in  1978.  He  believes  improved  mar- 
gins on  BP's  normally  lackluster  refining 
and  marketing  business  (thanks,  again, 
to  the  worldwide  oil  crunch)  will  add 
another  $400  million,  plus  a  like  amount 
from  price  appreciation  on  oil  already  in 
the  BP  system.  Another  $540  million  or 
so,  Lilley  reckons,  will  flow  to  net  profit 
from  the  North  Sea  stake  plus  another 
$100  million  from  its  share  in  the  Alaska 
pipeline — for  a  total  aftertax  of  $2.4  bil- 
lion, vs.  less  than  $1  billion  last  year. 
That  works  out  to  over  $6  per  share.  BP 


The  Streetwalker 


Britain  s  Chancellor  of  the  Exchequer  Sir  Geoffrey  Howe 
To  hold  borrowing  and  prices  down,  another  huge  sale  of  BP. 


common  recently  traded  on  the  London 
Stock  Exchange  at  under  $24,  less  than 
four  times  estimated  1979  earnings. 

No  one  expects  BP  earnings  to  keep 
growing  at  the  present  pace.  They  will, 
in  fact,  probably  dip.  After  all,  how  many 
years  running  can  OPEC  jack  up  prices 
30%  or  40%?  Still,  BP  should  have  little 
trouble  earning  nearly  $1.9  billion  ($4.80 
per  share)  next  year,  according  to  Lilley. 

So  Wall  Street  might  well  come  calling 
again,  and  for  good  reason:  Why  pay  the 
going  six  times  estimated  1979  earnings 
for  Sohio,  vs.  four  times  for  BP?  Ex- 
change-rate risk?  Unfortunately  for 
Americans  living  in  London,  the  experts 
seem  to  believe  the  pound  will  probably 
continue  to  climb,  not  to  fall — unless,  of 


course,  the  trade  unions  take  to  the 
streets  this  winter,  as  they  say  they  will. 

But  will  Wall  Street  be  granted  an  op- 
portunity to  bid?  That's  not  certain. 

Problem  number  one,  a  seeming  para- 
dox, is  whether  there  would  be  sufficient 
U.S.  investor  interest. 

"In  the  1977  sale,"  recalls  Doug 
McGregor  of  Hoare  Govett,  a  lead  bro- 
kerage house  when  Labour  sold  67  mil- 
lion shares  two  years  ago,  "the  Ameri- 
cans were  really  scrambling  to  buy  the 
shares;  I  think  25%  of  the  issue  ended  up 
in  U.S.  hands.  But  today  the  North  Slope 
is  a  reality  and  fully  reflected  in  [BP's] 
price.  American  investors  are  looking  in- 
ward toward  their  own  oil 
companies,  and  U.S.  BP  hold- 
ings have  dropped  from 
around  34  million  ADRs  to 
about  12  million  last  month. 
The  American  investor  has  in 
effect  bowed  out." 

There  is  also  some  doubt  as 
to  whether  the  Tory  govern- 
ment wants  U.S.  interest  in 
the  shares.  "As  a  part  of  their 
monetary  policy,"  explains 
Lilley,  "the  Tories  want  to 
mop  up  pound  sterling  notes 
from  the  economy.  If  Ameri- 
can investors  give  us  dollars, 
that  doesn't  reduce  our  money 
supply.  It  just  means  we  have 
to  sell  dollars  and  end  up  with 
more  pounds  and  too  high  an 
exchange  rate."  Why,  there- 
fore, let  Americans  in  at  all? 

On  the  other  hand,  Prime 
Minister  Thatcher  and  Geof- 
frey Howe  may  have  no 
choice  but  to  open  the  sale  to 
Wall  Street.  Hoare  Govett's 
McGregor  believes  the  maxi- 
mum fresh  equity  inflow  from 
British  sources  into  the  stock 
market  this  year  will  be  $7 
billion.  "Now,  even  if  it's  £3.5 
billion  ($7  billion),  and  assum- 
govemment  wants  to  raise  £1 
on  the  BP  sale,  that's  devoting 


ing  the 
billion 

nearly  one-third  of  all  new  funds  to  one 
stock — a  very  heavy  demand. 

"The  big  question, "  he  goes  on,  "is :  Will 
the  U.S.  again  support  the  issue?  And  if 
not,  will  some  other  foreign  market  do  this 
time  what  Wall  Street  did  then?" 

The  sale  of  some  of  the  Crown's  BP 
jewels  will  probably  take  place  late  this 
summer  or  early  fall.  If  the  shares  are  not 
offered  to  U.S.  investors,  more  than 
American  feelings  may  be  hurt:  The  new 
Conservative  government,  which  will 
have  its  hands  full  reversing  the  fiscal 
profligacy  of  governments  past,  may  real- 
ize less,  conceivably  far  less,  on  the 
sale.  — Lawrence  Minard 
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Rockwell  is  more  than 

a  builder  of  avionics  for  most 

of  America's  airliners. 


Much  more. 


Our  new  digital  flight  cotm 
system  will  he  aboard  the  all-t 
Boeing  model  161 1151  airlin 


ELECTRONIC  ATTITUDE 
DIRECTOR  INDICATOR 


RADIO  DISTANCE 
MAGNETIC  INDICATOR 


For  most  commercial  pilots, 
the  name  Rockwell  International 
stands  for  aviation  electronics. 
Understandably  so:  Rockwell-Collins 
avionics  equipment  is  on  board 
nearly  every  U.S. -built  airliner.  And 
our  Collins  Air  Transport  Avionics 
Division  has  contracts  to  build 
avionics  for  Boeing  model  767/757 
airliners  —  programs  planned  to 
extend  into  the  next  century. 

But  avionics  is  only  one  of 
our  strengths.  Rockwell  International 
is  a  major  multi-industry  company 


operating  income 


Electronics. 

(Sales,  fiscal  1978:  $13  billion.) 


1918  total  sales 

applying  advanced 
technology  to  a  wide 
range  of  products  —  in  electronics, 
automotive,  aerospace  and  general 
industries.  Following  are  some  exam- 
ples of  our  balanced  diversification. 


As  one  of  the  world's  leading 
suppliers  of  avionics,  we  provide  com- 
munications, navigation  and  flight  con- 
trol equipment,  not  only  for  airliners, 
but  for  general  aviation  and  government 
aircraft  as  well. 

We  also  make  microelectronic 
systems  and  devices,  broadcast  equip- 
ment, and  guidance  and  control 
systems.  And  we  manufacture  and 
install  telecommunications  systems 
for  businesses  and  governments 
worldwide. 

Automotive. 

(Sales,  fiscal  1978:  $1.5  billion.) 

One-half  of  the  highway 
tandem  tractors  in  North 
America  are  equipped  with 
Rockwell  axles  —  and  more  than 
half  of  the  heavy-duty  trucks  stop  with 
Rockwell  brakes.  We're  also  a  major 
supplier  of  drivelines,  steel  and  styled 
aluminum  wheels,  mechanical  devices 
castings,  stainless  steel  wheel  covers. 


reinforced  plastic  and  other 
components  for  trucks,  trailers,  buses, 
vans  and  passenger  cars. 

Our  new  Cam-Master®  "Q"®  is 
the  latest  in  the  most  widely  used  series 
of  heavy-duty  air  brakes  in  the  trucking 
industry.  The  "Q"  is  known  as  "the  no- 
sweat,  no-tools  brake,"  because  its  spe- 
cial design  permits  changing  brake  shoes 
without  tools,  in  less  than  two  minutes. 

Rockwell's  extensive  product 
line  of  air,  mechanical  and  hydraulic 
cam  and  wedge  brakes  is  the  result 
of  a  half 


in  this  Cam-Master  "Q"  brake  tan  he  changed 
in  less  than  two  minutes  -  without  using  tools. 


Also  aboard  is  our  new 
Electronic  Flight  Instrument 
System  which  displays 
attitude  and 

navigation  data. 


century  of  design,  engineering 
and  manufacturing  experience, 
pur  most  popular  brake  designs 
have  been  proved  on  and 
off  the  highway  in  literally 
billions  of  miles  on  the  job. 

Aerospace. 

(Sales,  flscal  1978:  $1.4  billion.) 


We're  prime  contractor  to  NASA 
for  its  Space  Shuttle  orbiters  and  their 
main  engines,  and  for 


Each  Navstar's 
ubidium  clock 
is  so  accurate  it  will  gain 
or  lose  no  more  than 
one  second  in 
30,000  years. 


Electrical  power  for  the 
Navstai  Global  Positioning  System  satellites 
is  provided  by  solar  arrays  which  swivel 
to  track  and  capture  the  sun 's  light. 

integrating  the  entire  Space  Shuttle 
system  including  selected  payloads. 
We  also  build  rocket  engines  for 
many  other  applications,  and  several 
types  of  Earth-orbiting  satellites.  We 
also  have  a  long,  proud  history  as 
a  designer  and  builder  of  business 
and  U.S.  military  aircraft. 

Our  current  satellite  projects 
include  "the  brightest  star  in  naviga- 
tion history"  —  Navstar  —  designed 
and  built  by  Rockwell  for  the  U.S.  De- 
fense Department's  Global  Positioning 
System  (GPS).  When  fully  operational 
in  the  mid-1980s,  GPS  will  utilize  24 
Navstar  satellites  orbiting  11,000  miles 
above  the  Earth.  Beaming  a  continu- 


ous stream  of  signals,  the  system  will 
enable  land,  sea,  air  and  space 
navigators  to  determine  their  posi- 
tions to  within  30  feet,  their  speed  to 
within  a  fraction  of  a  mile  per  hour  - 
and  the  correct  time  to  within  a  mil- 
lionth of  a  second. 

General  Industries. 

(Sales,  fiscal  1978:  $1.5  billion.) 

Rockwell  is  one  of  the  world's 
largest  suppliers  of  high-technology 
valves  for  the  energy  market  and  for 
general  industry.  We  also  make  print- 
ing presses,  textile  equipment,  power 
tools,  industrial  sewing 
machines,  and  products 
for  utilities,  including  over 
one-fourth  of  all  the  meters 
purchased  by  America's 
municipal  water  departments. 
Our  extensive  technology 
is  also  being  applied  to  the  world's 
growing  need  for  alternate  sources 
of  energy.  We're  involved  in  projects  for 
nuclear  energy,  coal  gasification,  flue 
gas  desulfurization,  and  solar,  wind  and 
eothermal  power. 

We  also  manufacture  gas  meters 
for  industrial  applications. 


Rockwell's  new  digital 
gas  flow  computer. 


Thousands 
<>/  computations 
are  performed  in  set  onds 
continuously  calt  ulated  to  ten  plat  es 


And  our  brand-new  MPB  Gas  Flow 
Computer,  the  product  of  "computer 
on  a  chip"  technology,  can  be  con- 
nected directly  to  our  meters  to  pro- 
vide extensive,  highly  accurate 
flow  data  at  the  push  of  a  button. 

Over  14,300  scientists 
and  engineers. 

Of  our  114,000  employees, 
one  in  eight  is  either  a  scientist  or  an 
engineer.  They  constitute  about  one 
percent  of  America's  total  scientific- 
engineering  community.  This 
technological  base  positions  us  for 
leadership  in  each  of  our  product 
areas.  It  also  makes  our  corporate 
slogan,  ".  .  .  where  science  gets 
down  to  business,"  a  fact. 

Business  is  good. 

Rockwell 
International's  total 
sales  for  1978  were 
$5.67  billion. 
Fiscal  1978  was  the 
most  profitable  year 
in  Rockwell's  his- 
tory. Net  income, 
up  23%  over 
fiscal  1977,  was 
$176.6  million, 
generating  a 
record 
$5.02 
per  share. 

Earnings  per  share 

For  more  of  the 
Rockwell  story,  please  write  us: 
Rockwell  International, 
Dept.  815R,  600  Grant  Street, 
Pittsburgh,  PA  15219. 


Rockwell 
International 


where  science  gets  down  to  business 


Whafs  European  American  Bank  got  in  com- 
mon with  Mickey  Rooney?  Maybe  they  both 
should  have  stayed  single. 


An  uncomfortable 
match 


By  Allan  Sloan 

CONSIDER  SOME  OF  HISTORY'S  classic 
mismatches:  Romeo  and  Juliet, 
Samson  and  Delilah,  Mickey 
Rooney  and  Ava  Gardner.  That  puts  you 
in  the  frame  of  mind  to  understand  what 
happened  when  European  American 
Bank  (EAB)  hooked  up  with  Franklin  Na- 
tional Bank  in  1974.  Like  Romeo,  Sam- 
son and  Mickey,  EAB  might  have  been  a 
helluva  lot  better  off  staying  single. 

Largely  as  the  result  of  pains  caused  by 
digesting  the  $1.6  billion  of  Franklin  as- 
sets it  bought  from  the  Federal  Deposit 
Insurance  Corp.,  EAB's  once-respectable 
profit  margins  are  above  only  three  of  the 
82  largest  U.S.  banks,  below  even  trou- 
bled Marine  Midland.  For  the  past  four 
years,  EAB  has  averaged  a  5.1%  return 
on  equity — less  money  than  it  could  have 


gotten  buying  preferred  stocks.  EAB  had 
to  slash  its  dividend,  and  the  Franklin 
mating  produced  a  raft  of  serious  oper- 
ational problems,  which  are  only  now 
starting  to  yield  to  treatment. 

Things  have  been  so  tough  at  EAB  the 
past  few  years  that  even  its  dreams  are 
modest  ones.  "Our  goal,"  says  EAB 
Chairman  Harry  E.  Ekblom,  "is  to  get 
our  ratios  up  to  completely  respectable 
comparisons  with  other  money-center 
banks  in  three  to  five  years."  That 
doesn't  sound  like  much  of  a  goal,  does 
it?  But  it  would  require  EAB,  which 
earned  a  wretched  6.8%  on  equity  last 
year  (up  from  an  even  more  wretched 
4.8%  in  1977),  to  increase  profitability 
by  well  over  50% — no  easy  task  for  a  $7 
billion  (assets)  bank,  especially  one  that 
is  contemplating  adding  $75  million  to 
$100  million  of  new  equity  in  the  next 


few  years.  In  1974,  the  year  it  bought 
Franklin,  EAB  earned  a  respectable  11% 
on  equity. 

Unlike  Marine  Midland  whose  profit- 
ability problems  are  well  known  because 
they're  brought  up  with  each  quarter's 
earnings,  EAB's  problems  haven't  been 
noticed  much.  EAB  has  only  six  share- 
holders— all  of  them  large  European 
banks* — and  so  it  doesn't  bother  to  pub- 
licize its  financial  results  very  much. 
However,  it  does  provide  the  figures  to 
anyone  asking  for  them.  Not  with  any 
enthusiasm  though. 

European  American's  problems  with 
Franklin  provide  an  object  lesson  into 
the  peril  of  trying  to  buy  your  way  into  a 
market  big — especially  a  foreign  mar- 
ket— on  the  cheap.  Franklin  was  cheap 
because  it  had  been  closed  by  regulators 
as  insolvent,  and  the  FDIC  was  running 
a  going-out-of-business  sale.  Franklin 
proved  to  be  a  good  deal  more  expensive, 
however,  than  EAB  must  have  expected 
when  it  bought  it. 

In  its  pre-Frankhn  days,  EAB,  a 
wholesale  bank  founded  in  1968,  did  a 
tidy  business  handling  corporate  cus- 
tomers, many  of  them  referrals  from  its 
shareholders.  EAB  knew  the  business 
well,  and  handled  it  all  very  well  with 
only  two  banking  offices.  But  EAB 
wanted  to  become  a  big-time,  full-ser- 
vice U.S.  bank,  not  just  an  American 
outpost  for  its  shareholders.  So  in  Octo- 
ber 1974,  when  Franklin  failed,  EAB 
outbid  several  other  banks  for  the  right 
to  pick  the  choice  parts  from  the  corpse. 
EAB  shelled  out  a  premium  of  $125 
million  to  the  FDIC  for  the  right  to  buy 
some  choice  assets  at  book  value,  and 
the  branches  at  their  appraised  fair  mar- 
ket value.  EAB  raised  the  necessary 
capital  by  getting  $100  million  of  new 
equity  from  its  owners  and  by  getting 
the  FDIC  to  take  back  a  $100  million 
capital  note. 

Suddenly  EAB  had  104  offices  instead 
of  two,  thousands  of  new  employees,  and 
hundreds  of  thousands  of  new  accounts. 
Its  wholesale-oriented  computer  couldn't 
handle  Franklin's  business,  and  Frank- 
lin's computer  system  wasn't  much  to 
start  with.  EAB  had  to  use  people  instead 
of  machines,  damaging  profits  heavily. 
Then  EAB  had  to  start  charging  earnings 
more  than  $3  million  annually  to  amor- 
tize the  $125  million  premium  it  paid 
the  FDIC;  this  was  just  a  bookkeeping 
charge  but  it  was  a  constant  reminder  of 
that  big  fat  premium.  EAB  also  had  to  hit 
earnings  for  $7.8  million  to  establish  a 
loan  loss  reserve  for  the  Franklin  loans  it 
had  bought. 

In  the  middle  of  all  this,  EAB's  biggest 
loan  concentration — $30  million  to  the 


'Deutsclx  Bank  of  West  Germany,  Midland  Bank  of 
England,  Socie'te'  Generate  of  France  and  Socie'te"  G&i4- 
rale  of  Belgium,  20 125%  each.  Amsterdam-Rotterdam 
Bank  of  Holland,  17%.  and  CreditanstaltBankivrein  of 
Austria,  25% 


European  American  Hank  Chairman  I  /any  Ekblom  (right)  and  /'resident  Nicholas  Sica 
While  they  plan  to  call  on  their  Big  Six  far  another  capital  infusion,  EAB  is  still 
beset  with  old  problems— suffering  earnings,  a  damaged  reputation  as  an 
international  credit  judge  and  an  annual  $3  million  writedown.  
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CNA  believes  working  with  agents  is  one  of 
tiie  most  effective  ways  we  help  keep  insurance  affordable. 


"Idon'tdeal 
with  CNAs  computers. 

I  deal  with  CNAs  people.  A  big  insurance  company 

like  CNA  needs  its  computers. But  this  is  a  people  business. 
And,  to  help  me  and  my  clients  here  in  Lawrence,  I  need 
CNA's  people.  People  who  listen  when  I  tell  them  about  my 
clients'  special  problems.  People  I  can  count  on  to  come  back 
with  an  answer.  After  all,  it's  my  job  to  understand  my  clients7 
needs.  I  deal  with  CNA  because  they  have  people  who  are 
willing  to  do  the  samel' 


— Robert  Johnson 

Independent  Insurance  Agent 
Landreth,  McGrew  &  Johnson 
Lawrence,  Kansas 


INSURANCE  FROM 


OVA 

Judge  us  by  the  agents  who  represent  us 
Continental  Casualty  Company/Continental  Assurance  Company/CNA  Plaza/Chicago,  IL  60685 


Colocotronis  shipping  group  of  Greece — 
began  to  sink,  taking  more  than  $21  mil- 
lion of  EAB's  money  with  it.  Not  only 
did  EAB  have  to  swallow  its  own  Coloco- 
tronis loans,  but  it  had  to  pay  money  to 
settle  lawsuits  brought  against  it  by 
banks  who'd  participated  in  Coloco- 
tronis loan  syndicates  put  together  by 
EAB.  The  Colocotronis  debacle  not  only 
hurt  earnings  but  also  severely  damaged 
EAB's  reputation  as  a  savvy  evaluator  of 
international  credits. 

Ekblom,  the  EAB  chairman,  sits  un- 
comfortably in  his  conference  room  talk- 
ing about  these  painful  incidents. 
They've  all  occurred  since  1970,  when 
Ekblom  became  EAB's  president  after 
leaving  a  senior  vice  presidency  at  Chase 
Manhattan.  Throughout  the  interview 
Ekblom  seemed  quite  nervous:  He  lit 
cigarette  after  cigarette,  stubbing  them 
out  in  a  big  glass  ashtray.  But  the  51- 
year-old  New  York  City  native  professed 
optimism  about  EAB's  future. 

"We  did  the  biggest  and  most  unique 
acquisition  in  bank  history,"  Ekblom 
says.  "We  fulfilled  our  strategic  objec- 
tives, [butj  that  doesn't  mean  we're  per- 
fect." He  insists  that  buying  Franklin 
was  still  the  right  thing  to  do,  because 
banks  that  depend  solely  on  internation- 
al and  wholesale  corporate  banking  are 
now  operating  on  paper-thin  interest 
spreads. 

Ekblom  said  he  wasn't  worried  about 
his  two  shareholders,  Deutsche  Bank 
and  Socie'te'  Generale  of  France,  opening 
their  own  New  York  offices  to  provide 
the  same  wholesale  banking  services 
that  EAB  performs.  "There's  a  big  mar- 
ket out  there,"  he  said.  "There's  room 
for  the  Deutsche  Bank  here,  just  as  there 
is  room  for  us  in  Europe." 

Deutsche  Bank  will  have  a  chance  to 
show  its  faith  in  EAB  pretty  soon,  be- 
cause Ekblom  is  planning  to  hit  EAB's 
shareholders  for'  a  massive  infusion  of 
stockholder  equity  over  the  next  few 
years.  The  shareholders,  who  had  $209 
million  in  equity  tied  up  in  EAB  at  year- 
end,  will  probably  get  nicked  for  $75 
million  to  $100  million  more.  Those  are 
the  numbers  EAB's  balance  sheet  sug- 
gests; Ekblom  declines  to  discuss  them. 

All  he'll  say  is  that  he's  "close"  to 
getting  a  commitment  for  new  equity 
money.  "That  will  go  a  long  way  to  con- 
vince the  doubters  that  our  shareholders 
aren't  deserting  us,"  he  says. 

Sooner  or  later,  however,  EAB  will  have 
to  produce  an  economic  return  on  the  new 
capital,  not  to  mention  the  old  capital. 
That  means  cutting  costs  at  Franklin, 
which  could  mean  either  closing  offices  or 
cutting  back  on  back-office  staff. 

"We'll  pay  less  attention  to  growth, 
and  more  attention  to  profitability," 
Ekblom  says,  more  or  less  confirming 
that  cutbacks  are  in  the  offing.  Like  a  lot 
of  bargains  Franklin,  it  seems,  so  far  has 
turned  out  to  be  a  rather  poor  buy.  ■ 


Cooper  Industries'  boss  is  not  your  ordinary^ 
machinery  executive.  In  four  years  he  has 
trebled  Cooper  s  size.  He's  just  warming  up. 


Bob  Cizik:  He 
talks  a  good  game 
— plays  one,  too 


By  James  Flan  ig an 


A unique  company.  A  general  ma- 
chinery company  that  would  be 
viewed  such  as  Caterpillar  is.  A 
Halliburton,  a  Schlumberger.  Everybody 
will  have  to  have  Cooper  Industries  in 
their  portfolio."  That's  Robert  Cizik 
talking,  the  48-year-old  president  and 
chief  executive  of  Houston-based  Cooper 
Industries,  Inc. 

While  he  lets  what  he  has  just  said 
sink  in,  Cizik  leans  back  in  his  chair,  the 
light  gleaming  off  the  steel-rimmed  spec- 
tacles that  magnify  his  hazel  eyes. 

Unique?  /;/  everybody  s  portfolio?  Who's 
Cizik?  What's  Cooper  Industries?  Coo- 
per is  one  of  1979's  first  new  entries  to 
the  corporate  $1  billion  club.  By  merging 
Cooper  Industries  with  Dallas  neighbor 
Gardner-Denver,  Cizik  in  one  stroke  cre- 
ated a  $1.4  billion  (revenues)  company 
out  of  two  outfits  about  half  that  big.  Bob 
Cizik  wants  the  world  to  know  that  he's 
not  going  to  stop  at  that. 

The  merger  alone  was  an  accomplish- 
ment. Before  it,  Cooper's  common  equity 
had  a  book  value  of  just  $300  million.  Yet 
Cizik  managed  to  scrape  up  $630  million 
to  buy  better-known  Gardner-Denver. 

Cizik  has  worked  at  Cooper  since  he 
was  30  and  been  chief  executive  since  he 
was  44.  Before  that  he  played  a  strong 
hand  in  Cooper's  management  since 
1971.  He  has  brought  Cooper  from  earn- 
ings of  $1.7  million,  21  cents  a  share,  on 
$208  million  revenues  in  1971  to  $68 
million,  $5.89  a  share,  on  revenues  of 
$780  million  last  year.  Cooper  earned  a 
fat  26%  on  stockholders'  equity  last  year 
and  a  first  place  in  Forbes'  Yardsticks  of 
Profitability  in  the  industrial  equipment 
industry  (Forbes,/<w  8). 

In  Gardner-Denver  Cizik  has  added  a 
company  that  was  recovering  its  earning 
power  in  1978  after  a  decade  in  which  its 
sales  rose  150%  but  its  profits  went  liter- 
ally nowhere.  Gardner-Denver  brings 
Cooper  into  the  businesses  of  mining 
and  construction  equipment,  industrial 


air  compressors  and  petroleum  explora- 
tion equipment. 

You  don't  come  this  far  this  fast  with- 
out taking  chances,  and  Cizik  had  to 
take  on  a  good  deal  of  paper  in  order  to 
get  Gardner-Denver  at  a  price  that  did 
not  swamp  Cooper's  own  shareholders. 
Prior  to  the  merger,  Cooper  was  conser- 
vatively capitalized:  Debt  was  less  than 
20%  of  total  capital;  now  it's  37%.  And 
its  cash  is  stretched  thin. 

To  make  the  deal  work,  Cizik  had  to 
do  a  real  balancing  act.  He  had  to  pay  a 
sufficiently  high  premium  over  market 
price  for  Gardner-Denver  so  that  the  ac- 
quired company's  stockholders  and  man- 
agement would  go  along  quietly.  But  he 
couldn't  be  so  generous  that  Gardner- 
Denver's  shareholders  would  end  up 
owning  the  whole  company.  His  solution 
was  to  acquire  45%  of  Gardner-Denver's 
shares  for  cash,  the  remainder  for  a  mix- 
ture of  common  and  convertible  pre- 
ferred stock.  The  deal  was  structured  so 
that,  even  with  conversion  of  the  pre- 
ferred, Cooper's  old  stockholders  will 
still  own  65%  of  the  new  company. 
Shareholders  of  both  companies  were 
happy.  The  arbitrageurs  were  happy.  Ciz- 
ik was  happy.  But  there  is  always  a  price 
and  in  this  case  it  was  all  that  debt. 

Out  in  the  conservative  heartland 
where  capital  goods  are  made  by  vener- 
able companies,  the  laconic  men  who 
run  them  are  cool  in  their  appraisals  of 
Bob  Cizik's  methods  and  his  impatience. 
He  is  a  bit  too  interested  in  finance  and 
price/earnings  ratios,  a  little  too  involved 
with  Wall  Street.  A  CEO  in  the  upper 
Midwest,  asked  for  a  candid  word  about 
Cooper,  replies:  "I  understand  they're 
well  respected — on  Wall  Street."  In 
Houston  the  head  of  a  first-rate  outfit 
says  only:  "We'll  wait  for  a  good  down- 
turn to  see."  Both  men,  it  should  be 
added,  once  thought  of  acquiring  Gard- 
ner for  their  own  companies.  In  damning 
him  with  faint  praise,  Cizik's  peers  and 
competitors  may  be  speaking  with  sour 
grapes  in  their  mouths. 
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The  best-selling  full-page  display 
word  processing  system  in  the  world. 

Yes,  in  the  world. 


How  have  Vydec®  Word  Processing  Systems 
achieved  this  enviable  position?  Vydec,  Inc.  intro- 
duced its  full-page  display  back  in  1974,  when 
most  systems  had  no  display  or  gave  typists  only 
partial-page  display. 

How  has  Vydec  kept  the  lead  in  full-page  dis- 
play word  processing  systems?  Simple  economics. 

As  Fortune  500  corporations  and  two-person 
law  firms  alike  have  discovered,  Vydec  Word  Pro- 
cessing Systems  can  save  money  by  automating 
most  office  typing  tasks. 

These  same  businesses  have  learned  that 
their  secretaries  can  master  Vydec  in  hours,  not 
weeks.  And  that  Vydec  Word  Processing  Systems 
can  be  adopted  without  disrupting  regular  office 
procedures. 

And  they've  seen  how  Vydec  Word  Process- 
ing Systems  allow  increased  workload  with  no 
increase  in  staffing.  Some  companies  report  office 
productivity  has  increased  dramatically. 


Which  is  why  company  after  company  has 
returned  to  buy  more  and  more  Vydec  Systems. 
And  that,  in  turn,  has  made  Vydec  the  best-selling 
full-page  display  word  processing  system  in  the 
world.  Yes,  in  the  world. 

For  more  information,  write  Vydec,  Inc.,  9 
Vreeland  Road,  Florham  Park,  New  Jersey  07932 
or  call  201-822-2100. 
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Every  day,  we  help  America 
energy  than  it  takes  to  light 


save  more 
NewYork. 


More  than  enough  for  every 
bulb,  noon  sign,  street  lamp  and 
fluorescent  tighl  New  York 
City  burns  everyday. 

And  that  doesn't  include 
all  the  energy  Combustion 
Eji^neerjng  helps  save. 

Only  the  fuel  saved  by  the 
l.juugstrom'  heat  exchanger, 
just  <»h  of  the -energy-recovery 
products  from  C-K  Air 
lYeheater. 

Installed  on  a  steam 
generator  or  process  furnace, 
the  I.jungsiKt^tt  captures  heat 
energy  that  would  be  lost 
through  the  sir        ck  ,  \ 
sends  it  back  to 

With  the  Kiungsirom.  a 
utility,  refinery  or  process  plant 


uses  up  to  25%  less  fuel.  In  fact. 
oVer  the  past  five  years,  the 
energy  saved  by  Ljungstrom 
units  around  the  world  equals 
150  million  tons  of  coal,  190 
million  barrels  of  oil  and  1.4 
trillion  cubic  feet  of  natural  gas. 

We  do  more  than  save  fuel. 

For  more  than  6o  years,  C-K 
has  been  supplying  systems, 
equipment,  technology  and 
research  to  help  produce  the 
world's  energy,  conserve  it, 
squeeze  more  uses  from  it,  and . 
clean  up  after  it. 

C-K  Power  Systems,  for 
example,  designed  the  steam 
generators  that  produce  4095 
of  the  thermal  electric  power  in 
those  areas  of  the  world  where 
statistics  are  available. 


C-K  Natco  helps  process 
about  25%  of  all  the  oil  and  gas 
the  world  uses  every  clay. 

C-K  Lummus  has  created 
a  clean  liquid  fuel  by  removing 
the  ash  and  sulfur  from  coal. 

For  more  information  about 
C-K.  write  Combustion  Engi- 
neering, Inc.,  Dept.  7001-120, 
900  Long  Ridge  Road.  Stamford, 
Connecticut.  USA  06902. 


COMBUSTION 
ENGINEERING 


The  Energy  Systems  Company 


President  Robert  Cizik  of  Cooper  Industries 

He'll  settle  for  a  Caterpillar from  a  sow's  ear. 


Robert  Cizik  (pronounced  sizz-ik — the 
name  is  of  Ukrainian  origin)  is  a  man 
whose  brains  and  drive  have  taken  him 
from  a  boyhood  in  the  coalfields  of 
Scranton,  Pa.  and  the  factories  of  indus- 
trial Connecticut,  where  his  father 
worked,  to  a  B.S.  with  honors  from  the 
University  of  Connecticut.  He  started  as 
an  accountant,  developed  his  skills  in 
finance  for  the  U.S.  Air  Force  in  the  Far 
East  in  the  mid-1950s.  That  led  him  to 
Harvard  Business  School,  where  he  was  a 
Baker  Scholar  in  1958. 

Cizik,  to  his  credit,  is  not  one  of  those 
people  who  talk  constantly  of  their  hum- 
ble background  the  more  to  glorify  their 
present  high  estate — $350,000  in  salary 
in  his  case,  a  paper  millionaire  on  42,000 
shares  of  Cooper  stock.  But  as  a  poor  boy 
from  a  relatively  unlettered  family,  Cizik 
got  his  chance  because  a  teacher  in  Con- 
necticut spotted  his  brilliance  and  en- 
couraged him  to  rise  above  his  back- 
ground. Not  surprisingly,  therefore,  Ciz- 
ik has  a  deep  faith  in  the  ameliorating 
grace  of  learning  and  culture.  He  not  only 
lends  his  name  but  gives  time  and  effort 
to  promoting  the  arts  in  Houston,  the 
grand  opera,  the  symphony.  "Houston 
always  had  a  name  as  a  crude  place,"  he 
says.  "These  things  should  be  here  so 
that  people  will  have  a  chance  to  become 
acquainted  with  them." 

On  the  other  hand,  Cizik  has  a  self- 
confidence  bordering  on  asperity,  and  he 
irritates  some  businessmen  by  loftily  ex- 
pounding on  business  organization  like 
some  conglomerate  pitchman  left  over 
from  the  1960s.  For  example: 

"Diversification  is  the  means  by 
which  an  organization  is  preserved  and 
temporal  resources  are  replaced." 

But  Cizik  is  not  a  conglomerator.  He 
acquires  only  companies  that  fit. 

Before  its  big  merger  with  Gardner, 
Cooper  was  a  $782  million  (revenues) 
company,  run  by  Cizik  from  a  surprising- 
ly small,  sparsely  decorated  office  on  the 
27th  floor  of  Two  Houston  Center.  The 
compressor  business,  which  serves  pipe- 
line and  gas  recovery  markets,  has  grown 
to  $316  million  revenues  and  over  $30 
million  net  income.  It  is  the  old  heart  of 
the  company.  To  it  Cizik  has  added  a 
hand-tools  group  that  has  grown  in  little 
over  a  decade  into  a  $275  million  busi- 
ness, earning  some  $28  million  and  rival- 
ing Stanley  Works,  which  does  some 
$340  million  in  hand  tools.  Cizik  also 
built  to  decent  profitability  a  business  in 
aircraft  engine  repair  that  adds  $189  mil- 
lion to  revenues,  $8  million  to  net. 

No  miracles  here.  Just  the  application 
of  sound  business-school  principles  to 
everyday  businesses:  Get  rid  of  what  is 
unprofitable;  concentrate  and  invest  in 
the  areas  where  you  are  strongest;  build 
on  strengths;  amputate  weak  products; 
use  capital  sparingly  to  improve  your  re- 
turn on  investment  and  to  raise  money 
to  nurture  your  stronger  businesses. 


Beginning  in  1967,  when  profitability 
had  passed  its  peak  in  Cooper's  natural 
gas  markets,  the  company  acquired  a 
maker  of  tape  measures  named  Lufkin  in 
Saginaw,  Mich. 

Lufkin  and  five  subsequent  hand-tool 
acquisitions  were  moved  from  north  to 
south  and  Cooper  became  the  second- 
biggest  hand-tool  maker  in  the  U.S. 

The  advantages  of  moving  south,  Ciz- 
ik says,  were  not  in  lower  wages  or  even 
in  new  facilities.  Wages  rise  eventually 
and  new  facilities  can  be  built  anywhere. 
But  "you  move  into  an  atmosphere 
where  you're  able  to  train  your  people 
from  scratch.  You're  not  locked  into 
practices  of  20  years  ago.  The  heavy 
unionization  of  the  northern  plants  ties 
your  hands.  You  go  to  South  Carolina 
and  even  with  the  high  cost  of  training 
and  scrappage  and  the  breakage  that  you 
may  have  to  take  for  two  or  three  years, 
you  get  to  a  stage  where  you  have  a 
skilled  work  force  doing  things  without 
an  eye  toward  history." 

Cizik  was  smart  enough  not  to  try 
applying  the  same  methods  throughout 
the  company.  Cooper's  compressor 
plants  remain  in  Mt.  Vernon  and  Spring- 


field, Ohio,  in  Grove  City,  Easton  and 
Corry,  Pa.  where  the  machinists  come 
along  generation  after  generation.  Their 
wages  are  high  but  so  is  their  skill  level, 
which  is  far  more  important  in  compres- 
sors than  in  monkey  wrenches. 

With  its  success  in  hand  tools  Cooper 
considered  but  did  not  enter  the  power- 
tool  field.  Black  &  Decker  was  so  domi- 
nant in  it  that  there  would  be  little 
chance  for  good  position,  to  say  nothing 
of  leadership.  His  old  professors  at  Har- 
vard would  have  given  him  an  "A"  for 
that  decision. 

A  narrowing  of  product  lines,  the  ruth- 
less culling  out  of  losers  and  also-rans,  is 
typical  of  Cizik,  too.  In  1971  natural  gas 
markets  were  drying  up  because  of  gov- 
ernment regulations,  and  Cooper's  com- 
pressor earnings  were  falling  precipitous- 
ly. Cizik  went  back  to  Mt.  Vernon,  Ohio 
and  took  Cooper  out  of  the  business  of 
making  compressors  for  petrochemical 
plants,  a  custom-engineering  field  domi- 
nated by  Dresser  Industries  and  Carrier 
(now  part  of  United  Technologies).  He 
reduced  the  plant  work  force  from  1,300 
to  250  and  wrote  off  $3  million,  making  a 
bad  year  terribje. 
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Cooper  was  not  even  second  or  third 
in  those  petrochemical  specialties.  "We 
came  in  late,"  says  Cizik.  "In  most  cases 
we  didn't  have  the  latest  technology,  nor 
were  we  accepted  by  customers  as  hav- 
ing the  latest.  The  result  was  when  busi- 
ness was  good,  we  could  get  business. 
But  when  business  was  bad.  .  .  . 

"We  could  probably  have  gone  ahead," 
he  says,  "invested  maybe  $100  million 
over  four  to  five  years  for  the  latest  tech- 
nology. But  the  competitors  weren't  go- 
ing to  be  standing  still.  I  thought  we 
could  come  out  of  that  and  still  be  third 
or  fourth  in  many  of  those  lines."  An- 
other "A"  decision. 

So  he  got  out  of  a  market  whose  world- 
wide volume  is  measured  in  the  billions 
and  threw  his  resources  into  the  pipeline 
compressor  business — less  than  half  a 
billion  dollars  worldwide.  Result:  Cooper 
has  a  leading  position  in  pipeline  com- 
pressors today,  some  30%  of  a  $350  mil- 
lion market,  against  tough  competition 
from  Dresser  and  Ingersoll-Rand. 

Simple  good  management,  this.  In  the 
business  world,  even  a  GE,  a  GM,  an 
Exxon  cannot  do  everything.  If  it  spends 
on  one  thing  it  must  skimp  on  some- 
thing else.  This  is  doubly  so  for  a  smaller 
company  like  Cooper  that  is  competing 
with  limited  capital  against  billion-dollar 
capital  pools.  A  Cooper  must  target  its 
opportunities  carefully  and  it  can't  afford 
to  miss.  Had  Cizik  made  the  heavy  cap- 
ital commitment  to  petrochemical  com- 
pressors, he  never  could  have  built  the 


hand-tool  group,  in  which  he  has  so  prof- 
itably invested  some  $125  million  over 
the  decade.  Nor  could  he  have  built  up 
his  position  in  compressors  for  the 
booming  natural  gas  and  oil  recovery 
market.  Nor  produced  the  string  of  20%- 
and-better  returns  on  equity  that  have 
won  Cooper  a  slight  premium  multiple 
in  the  stock  market.  Which  is  to  say  that 
he  could  never  have  acquired  Gardner- 
Denver,  a  company  Cooper's  equal  in 
size  but  not  in  performance. 

Now  to  apply  the  same  sensible,  tough 
principles  to  Gardner-Denver. 

In  contrast  with  Cooper,  Gardner- 
Denver  is  a  company  notorious  for  lack 
of  planning  or  cost  controls.  In  1971  it 
developed  a  blasthole  drill  for  mining 
that  turned  out  to  be  "gold-plated"  and 
therefore  uncompetitive.  In  1975  it 
opened  a  $33  million  foundry  in  Oklaho- 
ma whose  economics  depended  on  sales 
to  outside  customers.  The  customers 
never  materialized,  and  the  foundry  lost 
$16  million  until  Gardner  sold  it  at  a 
further  $5  million  loss  in  early  1978.  It  is 
a  company  known  by  its  competitors  for 
cutting  prices  at  just  the  wrong  time  and 
for  a  sales  force  that  is,  in  the  words  of 
one  competitor,  "looking  for  nothing  but 
payday  and  five  o'clock." 

But  it  is  also  a  company,  dating  to 
1859,  that  is  respected  by  every  competi- 
tor for  excellent  products  that  need  only 
the  management  they  deserve.  Such  a 
situation  seems  ideally  suited  to  Cizik; 
and  its  acquisition  is  timely  for  Cooper. 


Cooper's  sales  growth  was  slowing  in 
the  two  quarters  prior  to  the  acquisition. 
A  $  1 00  million  compressor  order  for  Rus- 
sia was  completed  last  September  and 
large  pipeline  projects  are  either  delayed 
or  in  doubt;  the  Alaskan  gas  pipeline 
looks  further  away  than  ever  and  nothing 
new  is  heard  out  of  Mexico.  The  hand- 
tool  group  provided  most  of  the  20% 
earnings  growth  in  this  year's  first  quar- 
ter, but  this  couldn't  last  forever. 

Foreseeing  such  a  slow  period,  and 
knowing  that  even  Cooper  would  be  vul- 
nerable to  corporate  acquirers  if  its  earn- 
ings growth  slowed,  Cizik  last  July  made 
a  luncheon  date  with  Gardner-Denver 
Chairman  Lynn  Leigh.  Cizik  suggested  a 
merger  but  says,  "I  was  rebuffed."  He 
didn't  give  up  but  made  his  next  ap- 
proach on  Nov.  30,  not  to  Leigh,  but  to 
Stanley  E.G.  Hillman  of  Chicago,  a  direc- 
tor of  Gardner  and  past  president  of  IC 
Industries.  Hillman  agreed  that  Cizik's 
proposal  sounded  interesting,  took  it  to 
the  board  and  by  late  January  the  whole 
deal  was  completed  and  announced. 
After  an  agreement  with  the  Federal 
Trade  Commission,  requiring  sale  of  mi- 
nor subsidiaries  of  each  company,  one  of 
the  ten  largest  mergers  in  U.S.  history 
was  completed  in  April. 

Now  that  he  has  it,  Cizik  talks  of  cull- 
ing the  product  lines  of  Gardner,  reclaim- 
ing what's  usable.  He  mentions  specifi- 
cally, as  product  lines  capable  of  healthy 
development,  Funk  transmissions,  air 
compressors,  drilling  mud  pumps,  butter- 
fly valves  and  a  West  Coast  electronic 
controls  operation  serving  the  oil  indus- 
try. He  has  not  yet  got  round  to  examin- 
ing just  how  far  Gardner  has  slipped  in 
the  mining  industry. 

Cizik  has  already  abolished  the  Dallas- 
based  corporate  office  of  Gardner,  al- 
though Leigh  and  seven  other  officers 
still  have  up-to-three-year  employment 
agreements.  Gardner's  selling  and  ad- 
ministrative expenses  were  16.6%  of  its 
sales.  Cooper's  are  1 1 .4% .  There  will  pre- 
sumably be  fewer  frills  around  Gardner 
operations  now  that  Cizik  is  in  charge. 
Goodbye,  some  jobs.  But  hello  other  jobs 
elsewhere  as  Gardner  gets  growing  again. 

Cizik  needs  cash  to  get  the  new  com- 
pany's $387  million  debt  down  to  manage- 
able levels.  He  means  to  cut  Gardner's 
working  capital.  "I'm  convinced  it's  too 
high.  Inventories  are  too  high,  receivables 
are  too  high.  They're  not  getting  the 
benefit  out  of  their  suppliers." 

It's  easy  to  understand  why  some  hard- 
bitten old  machinery  men  would  look 
askance  at  this  ambitious  man  who  fa- 
vors blue  shirts  and  speaks  so  articulately 
about  management  concepts  and  price/ 
earnings  ratios.  But  don't  be  thrown  off. 
Unlike  a  lot  of  the  corporate  promoters 
who  came  before  him,  Cizik  is  as  smart 
and  tough  as  he  is  glib.  He's  a  man  to 
watch.  Cooper  Industries  is  a  company 
to  watch.  ■ 


Xcclite pliers  at  Cooper's  Sumter,  S.C  plant 

Now  the  second-biggest  hand-tool  manufacturer  in  the  U.S.,  Cooper  has  moved 
most  of  its  production  to  the  South — "into  an  atmosphere,"  says  CEO  Cizik., 
"where  you're  able  to  train  your  people  from  scratch."  
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A  top  international  bank  must  offer 
local  coverage  as  well  as  world 
wide  reach. 


For  years,  our  European  network  has 
provided  the  Continental  banker  with  the 
flexibility  to  meet  specific  needs  from 
country  to  country.  This  link  in  our  worldwide 
network  ensures  comprehensive  inter- 
national capabilities.  It's  what  you 
expect  from  a  top  international  bank. 
At  Continental  Bank,  it's  reality. 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and 
Trust  Company  of  Chicago 


Argentina  •  Australia  ■  Austria  ■  Bahamas  ■  Bahrain  •  Belgium  -  Brazil  ■  Canada  •  Colombia  ■  France  ■  Greece  ■  Hong  Kong: 
Indonesia  ■  Italy  -  Japan  ■  Kenya  -  Korea  •  Lebanon  •  Malaysia  -  Mexico  •  The  Netherlands  ■  The  Philippines  -  Singapore  -  Spain- 
Switzerland  •  Taiwan  •  Thailand  •  United  Kingdom  ■  United  States  ■  Venezuela  •  West  Germany 


Thanks  to  a  forty-year  conservation  program 
the  Trumpeter  Swan  just  might  survive. 

What  will  it  take 
to  save  your  plant? 

During  the  18th  and  19th  centuries  the  reckless 
slaughter  of  the  Trumpeter  Swan  nearly  caused  its 

extinction.  Today,  however,  as  a  result  of  a 
long-term  conservation  effort,  the  Trumpeter  Swan 
has  a  fighting  chance  for  survival. 

Within  an  industrial  environment,  too.  effective 
conservation  techniques  cannot  be  implemented 
overnight.  To  avoid  losses,  a  vigorous  long-term  loss 

control  program  is  necessary.  And  that's  where 
Allendale  can  help.  Allendale  Mutual  Insurance 
Company.  Allendale  Park.  Johnston. 
Rhode  Island  02919. 


Allendale  Insurance 


In  Washington,  which  generates  more  paper- 
work than  any  other  city  in  the  world,  the 
private  courier  business  is  a  growth  industry. 


Paper  profits 


WHEN  DO  BUSINESSMEN 
love  government 
paperwork?  When 
they  are  paid  to  move  it 
around,  of  course.  And  in  the 
nation's  capital,  moving  pa- 
per around  is  a  growth  indus- 
try. On  motorcycles,  bicy- 
cles, even  roller  skates, 
skateboards  and  plain  old 
shoe  leather,  over  50  courier 
services  now  compete  for 
business  in  the  Washington 
area,  and  many  of  them  are 
doing  quite  handsomely. 

"We  are  up  to  our  ears  in 
work,"  says  John  Steinberger 
of  Speed  Service  Inc.  "We 
don't  advertise,  we  stay  open 
ten  hours  a  day,  five  days  a 
week  and  the  business  we  do 
is  only  the  tip  of  a  very  large 
iceberg.  There's  a  mountain 
of  business  out  there  we 
can't  handle."  Steinberger 
started  Speed  in  1967  with 
one  partner,  one  motorcycle 
and  one  telephone.  He  now 
employs  30  couriers  and  two 
dispatchers,  handles  450  dai- 
ly deliveries  and  bills  at  the 
irate  of  about  $40,000  a 
jmonth.  Stanley  Katz,  presi- 
jdent  of  Archer  Courier  Sys- 
tems Inc.,  an  international 
company,  grossed  $12  mil- 
lion revenues  last  year,,  15% 
bf  it  from  the  Washington 
opened  eight  years  ago. 

The  couriers  say  their  best  customers 
ire  law  firms,  news  organizations  and 
dvertising  and  public  relations  firms  for 
.vhom  "speed  is  more  important  than 
price,"  says  Steinberger.  "We  treat  ev- 
erything we  carry  with  the  respect  due 
he  Hope  diamond.  The  day-old  newspa- 
per is  the  bread  and  butter  of  public  rela- 
ions  firms  waiting  to  see  if  their  press 
eleases  were  written  up." 


Couriers  provide  personalized  services 


On  Capitol  Hill.  Speed  Service  courier  delivers  his  wares 
Everything  from  congressmen's  suits  to  frozen  eyeballs 

office  he  that  the  Postal  Service  is  not  equipped  to  face  it,"  he  adds, 
handle:  filing  patents  at  the  copyright 
office,  searching  for  documents  at  the 
Securities  &  Exchange  Commission, 
picking  up  a  congressman's  suit  at  the 
cleaners  and  even  rushing  a  frozen  eye- 
ball via  motorcycle  from  airport  to  hospi- 
tal. "We  have  one  client  who  we  call  the 
absent-minded  professor,  even  though 
he's  a  business  executive,"  says  Stein- 
berger. "We  always  know  when  he's 
done  some  lobbying  on  Capitol  Hill.  He 
asks  us  to  pick  up  his  raincoat,  umbrella 


and  briefcase,  all  left  behind  in  various 
congressional  offices." 

The  lure  of  Washington  provides  a 
ready  supply  of  help — unemployed  col- 
lege graduates  or  free  spirits  who  prefer 
fresh  air  arid  exercise  to  dull  office  rou- 
tines. "I'm  into  bicycling,  it's  a  good  way 
to  make  money,  and  I  enjoy  the  freedom 
of  not  being  cooped  up  in  an  office,  con- 
tending with  other  people's  rules,"  says 
Linda  Karpel,  26,  who  started  working  at 
Speed  three  years  ago  after  discovering 
her  pohtical  science  degree  was  not  very 
valuable  on  the  job  market.  Among 
Speed's  other  couriers:  a  computer  opera- 
tor, an  economist,  a  soil  scientist  and  a 
mechanic.  Bilingual  Ron  Rodriguez,  26,  a 
Colorado  College  graduate,  finds  his  for- 
mer work  experience  at  the  U.N.  and  as  a 
court  interpreter  comes  in  handy.  "I  can 
get  in  and  out  of  the  Spanish-speaking 
embassies  faster  than  anyone 
else,"  he  boasts.  , 

Couriers  provide  their  own 
transportation,  usually  re- 
ceive a  weekly  maintenance 
allowance  (about  $60  a  week 
for  a  motorcycle)  plus  either 
an  hourly  rate  (often  about  $3 
an  hour)  or  a  percentage  of 
the  fees  they  bring  in.  Rates 
start  at  $2.60  to  $9.75  per 
envelope  within  the  metro- 
politan area,  and  increase 
with  the  weight  and  distance 
of  the  delivery.  "We  average 
about  500  jobs  per  day,  at  $4 
to  $5  per  job,"  says  Sheram 
Robertson,  regional  vice 
president  of  Air  Couriers  In- 
ternational, which  entered 
the  Washington  rnarket  less 
than  a  year  ago.  He  estimates 
that  operating  costs  are  35% 
of  the  gross. 

"When  I  first  started  a  cou- 
rier business  here  20  years 
ago,"  says  Steinberger,  "the 
popular  image  of  motorcycle 
riders  was  Marlon  Brando  in 
The   Wild  Ones    Law  firms 
didn't  want  their  documents 
carried   by  someone  on  a 
greasy  motorcycle.  But  now 
they  realize  it's  a  waste  of 
money  to  ask  a  law  clerk  to 
hunt  for  a  document  or  a  sec- 
retary to  run  an  errand.  Let's 
we're  a  needed  com- 
modity in  the  city  with  thedargest  paper- 
work industry  in  the  world.  Washington 
needs  a  courier  system  simply  in  order  to 
function." 

One  shadow  looms:  The  Postal  Service 
wants  a  piece  of  the  action,  and  has 
proposed  a  new,  same-day  letter  delivery 
service  for  $9.  Grumbles  one  industry 
representative:  "Why  should  the  post  of- 
fice be  allowed  to  charge  $9  per  letter  for 
a  service  they  should  be  providing  now 
for  15  cents?"  M 
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If  you're  going 

to  have 
ups  and  clowns, 
here's  the 
kind  to  have. 


HP 


Common  Dividend  Rate  at  Year-End 


$.425 


$.25 


$.325 

Kl 
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46.1% 


s:  $2. 4  Billion 
Per  Share:  $4.90 


1 978  Aftertax  Return  on  Average  Common  Equity:  20.7% 
1978  Aftertax  Return  on  Average  Total  Capital:  13.3% 


Dividend  Payout  Ratio 

53.8% 


'71 


1978  Net 
1978  Earnings 


Dividend  up. 
Payout  ratio 
down.  That  says  a  lot 
about  the  financial 
strength  of  Northwest 
Industries.  Also  about  the 
quality  of  our  dividend. 
Especially  when  you  con- 
sider that  the  portion  of 
our  earnings  that  went  to 
pay  dividends  in  1978 
was  30.8%— compared 
with  53.8%  in  1971. 


And  on  May  8  of  this 
year,  our  Board  of 
Directors  raised  the 
common  dividend  for  the 
ninth  consecutive  year— 
to  an  annual  rate  of  $2.05 
per  share,  an  increase 
of  17.1%. 

Our  objective  is  to 
increase  our  dividend 
regularly  in  the  years 
ahead— provided,  of 
course,  that  our  earnings 
justify  it.  And  we  want  to 
keep  our  dividend  payout 
ratio  at  around  30%,  a 
level  that  will  maintain  the 
quality  of  the  dividend 
and  also  help  fund  our 
growth. 


Earnings  Per  Share  Up 

Through  dividends 
our  stockholders  benefit 
directly  and  immediately 
from  our  earnings  growth. 
And  our  earnings  per 
share  have  grown  from 
53  cents  in  1968  to  $4.90 
in  1978— a  compound 
annual  growth  rate  of 
24.9%.  The  earnings  per 
share  of  Standard  & 
Poor's  400  compounded 
at  about  8%  over  this 
period. 

Significantly,  we've 
compiled  our  earnings 
record  during  a  period 
which  saw  the  economy 
experience  two  reces- 
sions—one the  worst 
since  the  1930s.  We  were 
able  to  keep  our  earnings 
moving  forward  because 
we  operate  a  balanced 
group  of  companies  that 
make  many  products  that 
are  likely  to  be  in  demand 
in  bad  times  as  well  as 
good.  Things  like  auto 
replacement  batteries, 
underwear,  boots,  Scotch, 
connecting  devices,  soft 
drinks,  lamp  ballasts  and 
tubular  steel  for  the  oil 
industry. 

Funds  for  Growth 

Besides  paying  divi- 
dends, our  earnings  help 
pave  the  way  for  future 
growth  by  providing  the 
funds  we  need  for  expan- 
sion. We  retain  about  70% 
of  our  earnings  and  keep 
it  at  work  for  our  stock- 
holders. For  example,  in 
1 1  years,  we've  spent  over 
$1  billion  on  internal 
investment.  Our  invest- 
ment criteria  require 
that  projects  hold  the 
likelihood  of  achieving  a 
discounted  cash  flow  rate 
of  return  of  more  than 
15%  after  taxes. 


These  investments 
have  contributed  to  our 
strong  aftertax  return  on 
average  total  capital, 
which  was  13.3%  in  1978. 
Our  aftertax  return  on 
average  common  equity 
was  20.7%,  compared  to 
about  15%  for  the  S&P 
400. 

Every  investment  we 
make  in  our  own 
companies  is  also  an 
investment  in  our  43,000 
hard-working  employees. 
And  each  helps  to  benefit 
the  economic  well-being 
of  their  communities. 

You  can  learn  more 
by  writing  for  our  annual 
report  or  our  SEC  Form 
10-K  to  6300  Sears 
Tower,  Chicago,  IL  60606. 


Northwest  Industries, lnG 


Todays  pension  law  encourages  employers 
and  unions  to  bail  out  of  weak  funds,  stick- 
ing everyone  else  with  their  liability. 

The  $5  billion 
loophole 


Pension  Benefit  Guaranty  Corp.  director,  Matthew  M  Lind 
Trying  to  stop  a  potential  $5  billion  drain.  


By  Ann  Hughey 

If  there's  a  loophole,  count  on  the 
guardians  of  a  Teamsters  pension  fund  to 
find  it.  Consider  the  case  of  the  Milk 
Industry-Teamsters  Local  680  pension 
fund  in  New  Jersey. 

The  plan  had  a  $20  million  unfunded 
liability.  The  union  and  employers  cozily 
agreed  to  end  the  plan.  The  employers  paid 
$4  million  to  the  federal  government.  The 
pensioners  continue  to  receive  pension 
checks,  but  now  from  the  government. 
The  employers,  having  sloughed  off  a  $16 
million  liability,  start  up  a  new  pension 
program,  but  they  don't  have  to  worry 
about  many  existing  retirees  because  the 
books  are  wiped  clean. 

All  this  is  perfectly  legal,  if  not  actually 
encouraged  by  current  pension  law.  It 
becomes  profitable  in  the  case  of  multi- 
employer pension  funds  when  the  un- 
funded pension  liability  is  more  than 
30%  of  the  businesses'  assets. 

"It's  not  illegal,  but  I  think  it's  wrong. 
It  makes  termination  a  very  attractive 
deal  for  them,"  said  Matthew  M.  Lind, 
the  outgoing  head  of  Pension  Benefit 


Guaranty  Corp.,  the  federal  agency  set  up 
to  insure  private  pension  funds. 

Right  now,  the  House  pension  task 
force,  chaired  by  Representative  Frank 
Thompson  (D-NJ.),  is  considering  a  bill 
to  stick  employers  with  a  fund's  liabili- 
ties even  if  they  quit  the  fund  or  agree 
with  the  union  to  end  the  plan.  If  the  bill 
fails  to  pass,  Lind  predicts  the  agency 
might  have  to  ante  up  as  much  as  $5 
billion  over  the  next  decade  alone. 

Such  multi-employer  pension  plans  are 
common  in  the  trucking,  construction, 
maritime  and  garment  industries  where 
the  firms  are  often  small  and  a  worker 
may  drift  to  several  different  employers 
before  retiring.  The  idea  is  to  share  the 
risk  while  granting  a  pension  to  workers 
who  move  around  in  the  industry. 

The  hitch  is  that  when  an  industry 
goes  into  decline — fewer  companies  and 
jobs — so  does  the  pension  fund.  "The 
dry-cleaning  industry  has  pressing  prob- 
lems," says  Lind,  who  is  fond  of  puns. 

Before  the  current  pension  law  was 
passed  in  1974,  such  funds  could  float  by 
changing  their  rules,  cutting  the  pen- 
sions or  deferring  funding.  The  1974  law 


stopped  this,  leaving  two  options:  Jack 
up  contributions  or  kill  the  plan. 

"In  many  situations,  termination 
looked  good  to  the  unions,"  says  Lind. 
Workers  don't  like  to  see  bigger  and 
bigger  chunks  of  their  negotiated  wage 
packages  going  to  retirees.  That's  why 
unions  don't  mind  having  the  plans 
terminated.  By  relieving  the  employers 
of  having  to  ante  up  for  the  unfunded  li- 
abilities, they  free  money  for  fringes  and 
raises  for  existing  employees.  It's  a  good 
deal  for  the  employers,  too,  because  the 
1974  law  lets  them  settle  the  unfunded 
liabilities  by  paying  up  to  30%  of  their 
collective  assets — which  can  be  a  small 
amount  relative  to  the  liabilities. 

Another  loophole  in  the  1974  law: 
When  employers  quit  a  fund,  they  only 
have  to  put  up  money  if  they  accounted  for 
at  least  10%  of  the  total  contributions. 
Small  employers  could  quit  for  free.  And 
instead  of  giving  cash  to  the  needy  fund, 
the  larger  companies  could  put  it  in  escrow 
or  post  bond — money  that  the  fund  gets 
only  if  it  dies  within  five  years  of  the  time  a 
company  pulled  out. 

In  addition,  when  a  plan  dies,  only 
those  employers  who  contributed  to  the 
plan  in  the  preceding  five  years  are  liable. 
"These  rules  could  have  the  effect  of 
encouraging  employers  to  leave  a  plan  at 
the  first  sign  of  financial  trouble,  penaliz- 
ing employers  that  remain  with  a  plan 
until  its  termination,"  says  Labor  Secre- 
tary Ray  Marshall. 

When  a  multi-employer  plan  dies,  the 
buck  gets  passed  to  the  PBGC.  The  agen- 
cy has  discretionary  authority  to  pay 
pension  benefits  out  of  a  kitty  collected! 
from  all  the  plans  on  the  basis  of  50  cents 
a  year  per  participant.  The  agency| 
doesn't  have  to  take  over  such  plans — 
yet — but  it  has  chosen  to  take  over  three) 
already,  one  of  them  the  retired  milk 
drivers  fund  in  New  Jersey.  The  law  pro- 
vides that  by  May  1,  1980  its  obligation 
will  become  mandatory. 

There  are  about  2,000  multi-employer 
pension  funds  in  the  country.  About  160j 
of  them  are  in  enough  financial  trouble 
that  the  PBGC  thinks  they  might  run 
out  of  money  within  a  decade.  The  cost 
to  the  PBGC  if  it  were  to  take  over  those 
160  plans  under  present  law  is  estimated 
at  $4.8  billion.  Even  under  the  proposed 
law,  the  agency  estimates  that  multi- 
employer plans  would  cost  it  around 
$300  million  over  the  next  20  years. 

One  problem  with  the  estimates  isi 
that  the  agency  doesn't  know  how  many 
employers  are  dropping  out  of  the  funds. 
Why?  Because  only  the  large  firms — 10% 
or  more  of  a  plan's  contributions— musti 
report.  However,  warns  Lind,  "People; 
are  pulling  out  every  day." 

It's  so  easy  to  pass  laws.  It's  not  so  easy 
to  pay  for  them,  however.  And  if  Con- 
gress isn't  certain  of  what  it's  getting 
into,  it  can  end  up  writing  a  blank  check, 
as  it  often  does.  ■ 
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— Jung-Ho  Lee,  General  Manager 
Technical  Division 
Lucky  Petrochemical 


"Two  of  the  most  important 
fields  The  Lucky  Group  is 
working  in  these  days  are 
petrochemicals  and  fine 
chemicals. 


Before,  I  would  have  probably  said  simply 
chemicals  and  plastic  products.  But  now  Lucky  is 
getting  more  and  more  into  all  stages  of  production, 
starting  with  crude  oil  and  going  right  down  to 
finished  products.  That's  where  they're  headed  in 
the  eighties." 

Actually,  most  people  would  associate  something  sim- 
pler and  more  commonplace  with  The  Lucky  Group.  Like 
soap  or  radios.  Or  their  neighborhood  chain  store. 

And  the  60,000  of  us  at  Lucky  put  as  much  into  making 
these  everyday  things  as  we  put  into  petrochemicals. 
Because  people  care  about  quality.  And  we  care  what 
they  think  about  us. 

We  know  that  this  concern  for  quality  works  to  our  ad- 
vantage, too.  We  have  shown  more  than  1 ,200%  growth 
in  the  past  six  years,  and  sales  last  year  amounted  to 
US$2.4  billion.  (FORTUNE  listed  us  as  146th  among  firms 
outside  the  US  and  second  in  Korea,  based  on  1977 
figures.) 

There  are  other  important  fields  Lucky  is  working  in  that 
our  tech  manager  could  have  mentioned.  Like  develop- 
ment of  energy  resources.  Electronics  and  telecom- 
munications. Engineering  and  construction.  Or  marketing 
and  distribution.  And,  of  course,  research  in  these  and 
other  areas. 

But  most  of  all,  when  somebody  asks  you  what  you 
think  of  when  you  think  of  The  Lucky  Group,  we  want  you 
to  be  able  to  say,  "Quality  workmanship  and  quality 
products — from  60,000  people  who  care." 


Transforming  dreams  into  reality 

THE  LUCKY  GROUP 

For  further  information,  contact  Bando  Sangsa. 
The  trading  arm  of  The  Lucky  Group. 

BANDO  SANGSA  COMPANY,  LTD. 

282,  Yang-dong  Jung-gu.  Seoul,  Korea 

CPO  Boi  1899  Seoul,  Korea  Phone  (777)  8950(9,  (23)  9844 

CABLE  FOURCLOVER  SEOUL 

TELEX  BANDO  K27266  K27470  SEOUL 


□Lucky  Ltd.nGold  Star  Co,  Ltd  DGold  Star  CableDGold  Star  Tele-ElectricDLucky  Continental  CarbonDLucky  DevelopmentQGold  Star  ElectricQHee  Sung  IndustrialDKukje 
SecuritiesDGold  Star  Instrument  &  ElectricDGold  Star  Precision  IndustriesOLucky  Engineering^ Lucky  Petrochemical □Honam  Oil  RetineryDKorea  Mining  &  SmeltingDPan  Korea 
InsuranceCThe  Gookje  Daily  NewsDBusan  Mun-Hwa  TV  BroadcastingDThe  Yonam  Foundation □  Bando  Sangsa 


A  number  of  Merrill  lynch  customers,  brokers 
and  syndicate  partners  wish  they  had  never 
heard  of  Brae  Corp. 


Sorry  about  that 


By  Nick  Galluccio 


Merrill  Lynch's  face  is  a  little 
red.  It  was  proud  of  its  new  of- 
fering, Brae  Corp.,  a  San  Francis- 
co railcar  leasing  outfit.  The  competition 
for  hot  new  issues  is  very  intense  and 
Brae  looked  hot  indeed.  But  in  less  than  a 
week  after  the  giant  securities  firm  head- 
ed a  syndicate  of  75  dealers  in  underwrit- 
ing a  1  million-share  offering  in  May, 
Brae  stock  had  tumbled  from  19  to  14.  It 
recently  sold  at  13. 

Merrill  sold  its  300,000  shares  to  its 
customers,  and  Brae  got  the  $17.5  mil- 
lion it  needed  to  buy  more  railcars.  But 
hundreds  of  investors  and  some  other 
broker-dealers  were  stuck  with  the  Brae 
stock  when  it  plunged.  Says  one  in- 


censed underwriter:  "The  price  was 
steep  and  the  demand  wasn't  there." 

Explains  Josiah  Low,  the  Merrill 
Lynch  White  Weld  Capital  Markets 
Group  official  who  managed  the  deal: 
"People  had  anticipated  the  Brae  offering 
would  be  a  hot  one,  and  bought  the  stock 
expecting  it  to  move  up.  When  it  didn't, 
they  set  off  a  buying  panic."  He  adds,  "It 
wasn't  our  valuation  that  was  wrong,  but 
our  assessment  of  what  the  stock  was 
going  to  do." 

Low  has  a  strong  case.  In  just  two 
years,  Brae  Corp.  had  broken  into  the 
black,  earning  $1  million  last  year  on 
revenues  of  $5  million.  The  new  share- 
holders would  be  putting  up  56%  of  the 
capital  and  would  be  getting  about  25% 
of  the  stock.  That's  not  unreasonable  as 


these  things  go.  But  what  counts  is  not] 
so  much  the  deal's  underlying  fairness  as 
the  market  climate.  In  Brae's  case,  inves 
tors  may  have  been  turned  off  by  seeing 
the  stock  of  Itel,  another  San  Francisco 
outfit  in  railcar  leasing,  fall  from  $19  to 
$12  a  share  in  recent  months — even 
though  Itel's  ma)or  problems  are  in  com 
puter  leasing  rather  than  railcars.  Initial- 
ly, Merrill  kept  buying  Brae  stock  at 
about  $19  to  "stabilize  or  maintain"  the 
offering  price.  But  once  it  stepped  back 
and  let  the  market  forces  take  control, 
the  stock  went  into  a  tailspin. 

Why  did  so  many  broker-dealers  join 
Merrill  in  the  underwriting?  "If  you  are 
in  a  syndicate  you  learn  to  play  ball  with) 
the  manager  if  you  want  to  be  in  the  next 
deal,"  alibis  one. 

Other  factors  also  played  a  part:  One 
week  before  taking  Brae  public,  Mernlll 
decided  to  increase  the  size  of  the  offer- 
ing to  1.25  million  shares,  and  investors 
expected  the  price  to  be  $22.  When  both 
size  and  price  were  cut  back  on  the  eve  olj 
the  offering,  investors  got  nervous.  Also, 
Brae  was  prohibited  from  selling  stock  in 
some  eight  states  where  it  hadn't  com 
pleted  registration.  Brae  shares  may  oij 
may  not  recover — after  all,  participants 
in  new  offerings  get  no  guarantees.  Fod 
the  moment,  however,  a  good  many 
Merrill  salesmen  have  unhappy  custom 
ers  on  their  hands  and  Merrill  has  some 
unhappy  syndicate  members.  ■ 


17  consecutive  years 
of  dividend  growth. 


For  17  consecutive  years,  Barnes 
Group  Inc.  has  paid  a  higher 
dividend  in  cash  or  stock  than  the 
year  before.  And  for  the  past  7 
years,  we  have  set  new  sales  and 
earnings  records  each  year.  Our 
published  policy  has  always  been 
to  provide  shareholders  with  a 
good  return,  and  to  reinvest  for 
planned  growth.  The  record 
indicates  that  we  put  our  policies 
into  practice. 


BARISES  A 

GROUP  INC  /VSlA 


The  critical  parts  people 


Our  two  largest  segments, 
Associated  Spring,  the  world's 
No.  1  springmaker,  and  Bowman 
Distribution  continue  their  strong 
growth;  and  Globe  Distribution, 
our  newest  operation.has  con- 
tributed its  expected  share.  Plan- 
ned growth  from  within  and 
without,  plus  our  unique  balance 
of  manufacturing  and  distribution, 
make  Barnes  Group  Inc.anameto 
remember. 


DIVIDENDS  $  per  share 
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Write  for  "Brief  Investment  Facts"  to 
E  V  Ladd,  Jr.,  Senior  Vice  President 
Finance  and  Law,  Barnes  Group  Inc 
Dept  G-1  Bristol.  CT  06010 
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News,  like  beauty,  is  often 
in  the  eye  of  the  beholder. 

People  who  read  TIME  regularly,  subscribe  not  only  to  a 
magazine  but  to  an  idea:  that  news  is  as  likely  to  be 
made  under  a  proscenium  arch  as  at  a  conference  table; 
as  likely  to  be  made  under  a  microscope  or  in  the  mind 
of  a  painter  as  at  the  polls  or  on  the  battlefield. 

That's  why  each  week  in  TIME  youTl  find  a  range 
of  departments  devoted  to  such  diverse  subjects  as 
Theatre,  Environment,  Law,  Books,  Art,  and  Medicine. 

It  is  TIME's  fascinating  coverage  of  news  less  urgent 
but  no  less  newsworthy  that  has  made  TIME  unique. 

And  it  is  this  conviction  that  reportage  is  a  matter  of 
sensibility  as  well  as  sense  that  has  earned  for  TIME 
more  loyal  readers,  by  far,  around  the  world,  than  any 
other  single  news  source. 

The  most  colorful  coverage  of  the  week. 


©Time  Inc.  I'H'I  All  Righls  Reserved . 


The  independent  telephone  companies  are  in  a  hurry  to  get  their  acts 
together.  No  wonder:  Look  who's  closing  in  on  them. 


Suddenly  everybody  wants 
small  phone  companies 


By  Paul  Gibson 

In  1910  in  Maiti.and,  Fla.,  Carl  Hill 
Galloway,  the  local  grocer's  son,  in- 
vested $60  to  install  ten  telephones 
and  a  magneto  switchboard  to  connect 
the  family  store  with  its  largest  custom- 
ers. People  would  phone  in  their  weekly 
food  orders.  No  more  tedious  cycling 
around  the  local  plantations  in  central 
Florida  to  ask  for  orders. 

The  Galloway  grocery  store  has  long 
since  closed  and  last  month  Galloway's 
descendants  helped  ink  a  deal  to  sell  off 
the  plv  me  business  that  sprang  from  it  to 
United  Telecommunications,  Inc.,  the 


nation's  second-largest  non-Bell  tele- 
phone holding  company,  behind  General 
Telephone  &  Electronics  Corp.  The 
price:  $85  million  in  United  stock. 

Carl  Galloway's  phone  company,  now 
called  Winter  Park  Telephone  Co.,  serves 
the  Orlando  suburbs,  considered  by  some 
to  be  the  fastest  growth  area  in  the  U.S. 
With  166,000  phones,  Winter  Park  last 
year  earned  a  handsome  $6.9  million  on 
$48.3  million  in  revenues,  placing  it 
among  the  largest  and  most  profitable  of 
the  1,500  or  so  independent  telephone 
companies  still  in  business.  In  accepting 
the  United  offer  Galloway's  heirs,  who 
still  own  20%  of  the  stock,  are  collecting 


almost  13  times  earnings  for  their  shares 
at  a  time  when  American  Telephone  & 
Telegraph  has  a  P'E  of  only  8. 

United  is  not  the  only  independent  on 
the  prowl.  "We  think,"  says  Chairman 
and  CEO  Charles  Wohlstetter  of  Conti- 
nental Telephone  Corp.,  another  tele- 
phone holding  company,  "there  are  at! 
least  300  independent  phone  companies 
still  worth  buying." 

That  number  is  shrinking  almost  dai-i 
ly.  In  recent  weeks,  Continental  has 
picked  up  smallish  phone  companies  in 
upstate  New  York  and  Indiana  and  made; 
an  unsuccessful  pitch  for  Nebraska's  LinH 
coin  Telephone  &  Telegraph  Co.,  thej 
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BARCLAYS  BANK  HELPS 
NINA  RICCI  BRING 
THE  FRENCH  STYLE  TO  JAPAN 

Barclays  Bank  International  has 
a  long  tradition  of  special  and 
personal  service  to  entrepreneurial 
family  businesses  such  as  Parfums 
Nina  Ricci  of  Paris. 

We  help  them  expand  their 
business  internationally,  whilst 
understanding  and  respecting  their 
individuality. 

Within  the  twenty  years  that 
Nina  Ricci  have  banked  with 
Barclays  in  Paris,  they  have  become 
a  world  leader  in  perfumes. 
Throughout,  they  have  maintained 


their  character  as  a  family  business. 
They  have  also  retained  their 
freedom  of  action . . .  and  their 
Frenchness . . .  and  their  style. 

Today,  Nina  Ricci  have  success- 
fully introduced  their  world-famous 
fragrances  into  fashion  conscious 
Japan,  and  into  the  United  States 
and  Australia. 

We  can  help  your  company  in  all 
these  countries  because  we  have 
our  own  people  and  our  own 
branches  worldwide  where  they  are 
needed  for  international  business. 


We  can  help  in  Paris,  Tokyo, 
New  York  and  Sydney.  In  Buenos 
Aires  and  Frankfurt.  And  in  Toronto, 
Sao  Paulo  and  Dubai... 

The  Barclays  International 
group  is  in  more  than  75  countries. 
In  all  five  continents. 

We  help  most  of  the  world's 
successful  international  companies. 
Somewhere  there  is  a  market  where 
we  can  help  you. 


BARCLAYS 

International 


Over  90  Barclays  offices  in  North  America.  Corporate  enquiries  will  be  welcomed  by: 

Vice  President,  Corporate  Business  Development.  Barclays  Bank  International,  200  Park  Avenue,  New  York,  NY.  10017.  Telephone  (212)  687  8030. 
Senior  Vice  President,  International  Banking,  Barclays  Bank  of  California,  111  Pine  Street,  San  Francisco,  California  94111.  Telephone  (415)  981  8090. 
Vice  President,  International  Banking,  Barclays  Bank  of  California,  2971  Wilshire  Boulevard,  Los  Angeles,  California  90005.  Telephone  (213)  385  1501. 
Barclays  Canada  Limited,  Suite  3505,  Commerce  Court  West.Toronto,  Ontario  M5L  1G2.  Telephone  (416)  862  0594. 


Is  America  getting  trapped 
by  foreign  steel 
as  it  is  by  foreign  oil? 


Last  year  foreign  steelmakers  shipped  an  all-time 
record  of  21.1  million  tons  of  steel  to  our  shores.  And  our 
nation's  trade  deficit  in  steel  was  more  than  S5V2  billion: 

But  the  worst  is  yet  to  come.  By  1985,  unless  we  soon 
start  expanding  our  domestic  steelmaking  capacity,  25  to 
30  million  tons  of  steel  imports  could  be  entering  the  U.S. 
market  annually.  That  would  mean  an  outflow  of  $12  to 
$15  billion  a  year — and  a  huge  increase  in  our  steel  trade 
deficit. 

What's  needed  to  reduce  America's  trade  deficit  in 
steel?  Governmental  policies  that  will  allow  the  American 
steel  industry  to  generate  the  additional  funds  needed  to 

modernize  and  expand. 


Bethlehem 


Bethlehem  Steel  Corporation,  Bethlehem,  PA  18016 


Waiting  for  offers? 


Stocks  of  smaller  telecommunications  equipment  makers  hot  growth  business  but  also  because  some  may  become  acquisi- 
are  soaring  not  only  because  telecommunications  is  such  a    tion  targets  for  the  independent  telephone  companies. 


"TV* ipfom m uniratinn^  m am lfantn rprs 

11  R  Ll'll  IlllullIL.ll  1'  N  1^  llldllUldLLUlLlJ 

Total 
revenues 
(mill 

Recent 
 price  

1978-79 
price  range 

Price/ 
earnings 

Yield 

Earnings 
per  share* 

Book 
value  t 

M/A-Com 

$99 

2P/4 

24  - 

8% 

16 

1.1% 

$1.35 

$  7.77 

Scientific-Atlanta 

94 

37% 

39%- 

18% 

14 

0.6 

2.63  ' 

12.35 

Farinon 

93 

1.3% 

16%- 

8 

9 

0.6 

1.43 

6.93 

Plantronics 

65 

17% 

23%- 

10% 

13 

0.9 

1.40 

6.01 

Rolm 

50 

35% 

40  - 

3% 

23 

1.55 

2.09 

Aydin 

47 

13 

19'/4- 

7% 

7 

1.80 

6.89 

Lynch  Comm  Systems 

34 

14% 

19%- 

7  V* 

11 

2.7 

1.33 

7.99 

California  Microwave 

33 

17 

18'/4- 

8% 

14 

1.20 

4.10 

TeleSciences 

29 

20% 

22V4- 

9% 

12 

2.9 

1.75 

5.89 

Comtech  Telecomm 

28 

10J/4 

15%- 

7'/4 

13 

0.85 

6.18 

Granger  Assoc 

23 

9J/4 

19%- 

8% 

98 

0.1  It 

8.83 

Porta  Systems 

15 

13'/4 

33 'A- 

12J/4 

6 

2.12* 

11.71 

*  1979  estimates  source:  Company;  Donaldson,  Lufkin  &  Jenrette;  Bache  Halsey  Stuart;  Merrill  Lynch. 
tAfter  deducting  preferred  stock  and  intangibles. 
tLatest  12  months  earnings  per  share. 


:ighth-ranked  independent.  United  Tele- 
:ommunications  also  has  made  acquisi- 
ions  in  New  Jersey.  Two  other  holding 
:ompanies,  Mid-Continent  Telephone 
lorp.  and  Central  Telephone  &  Utilities 
Zorp.,  are  making  acquisitions  in  Ohio 
md  last  month  Pacific  Power  &  Light 
Zo.  joined  the  fray  by  agreeing  to  pay 
vhat  many  consider  a  steep  $210  million 
or  the  500  phones  operated  by  RCA 
Uaska  Communications  Inc. 

"With  all  this  activity  some  of  the  bid 
)rices  are  moving  up  pretty  dramatical- 
y,"  sighs  Chairman  and  CEO  Robert  P. 
leuss  of  Central  Telephone.  A  scant  18 
nonths  ago,  according  to  Reuss,  it  was 
are  that  a  phone  company  sold  for  more 
han  1.7  times  its  book  value.  Nowadays 
nany  independents  are  telling  their  in- 
vestment bankers  only  to  show  them 
'ids  at  two  times  book  or  more.  Lincoln 
ebuffed  Continental's  bid  that  was  only 
/orth  1.5  times  book  value.  Everyone  in 
he  industry  will  be  surprised  if  a  sweeter 
ffer  is  not  soon  forthcoming. 
It  comes  as  a  surprise  to  some  urban 
jlk  who  have  never  dealt  with  anyone 
lut  Ma  Bell  and  her  25  operating  compa- 
nies that  any  independent  phone  compa- 
ies  are  left  in  the  business.  Yet  the 
idependents,  many  of  them  little  more 
pan  mom-and-pop  operations  tracing 
heir  origins  to  a  country  grocery  store, 
octor's  office  or  local  undertaker,  still 
jpply  phone  service  over  some  one-half 
f  the  nation's  serviced  territory,  mostly 
rural  areas.  In  total  subscribers  the 
idependents  add  up  to  about  one-fifth  of 
le  vast  Bell  System,  but  they  still  boast 


31.5  million  telephones  which  in  1978 
generated  some  $8.1  billion  in  revenues. 
The  bulk  of  the  business  is  garnered  by  a 
mere  three  dozen  firms.  The  rest  must 
count  their  revenues  in  the  thousands 
rather  than  the  millions. 

This  is  not  the  first  case  of  merger 
fever  the  telephone  industry  has  seen.  In 
one  15-year  span  ending  in  1969,  the 
number  of  independents  shrank  by  al- 
most two-thirds.  Continental  Tele- 
phone, a  relatively  new  holding  company 
in  those  days,  consummated  no  fewer 
than  500  mergers.  In  the  early  1970s, 
with  money  tight  and  stock  prices  low, 
merger  activity  slackened  to  a  crawl. 
Now  the  pace  is  picking  up  again. 

At  current  high  prices,  the  acquirers 
are  usually  diluting  their  earnings — 
whether  they  pay  in  their  own  low- 
priced  stock  or  with  cash  borrowed  at 
high  interest  rates.  What's  the  point  of 
growing  if  it  lessens  your  earnings?  For 
the  answer,  look  to  Washington. 

The  federal  government  is  making  it 
more  difficult  for  the  small  independents 
to  survive  at  the  same  time  as  it  is  mak- 
ing it  more  desirable  to  the  non-Bell 
holding  companies  to  buy  them. 

For  almost  two  years  now  Congress 
and  the  Federal  Communications  Com- 
mission have  been  laying  plans  to  dereg- 
ulate much  of  the  telephone  industry  as 
part  of  a  total  rewrite  of  the  1934  Com- 
munications Act,  which  just  about  ev- 
erybody agrees  has  been  rendered  obso- 
lete by  fast-changing  technology.  In  par- 
ticular the  FCC  proposes  allowing 
nontelephone  firms  total  freedom  to  sup- 


ply consumers  with  electronic  switch- 
boards and  handsets,  plus  sophisticated 
private-wire,  long-distance  calling  facili- 
ties. The  assumption  is  that  opening  up 
these  longtime  monopolies — particularly 
AT&T's — to  the  fresh  wind  of  competi- 
tion will  spur  the  introduction  of  even 
fancier  gear  and  cut  costs  to  consumers. 

"Analyze  the  present  trend  in  legisla- 
tion plus  the  momentum  of  technology," 
Continental's  Chairman  Wohlstetter 
urges,  sitting  comfortably  in  his  opulent, 
art-studded  New  York  office.  "What  you 
will  see  is  that  it's  going  to  be  completely 
impossible  for  the  smaller  companies  to 
exist  unless  they  have  access  to  substan- 
tial capital  and  can  provide  the  services 
that  people  will  demand."  Salomon 
Brothers'  analyst  Winston  E.  Himsworth 
puts  it  more  bluntly,  "You  can  almost 
hear  the  heads  popping  out  of  the  sand  as 
the  independents  face  up  to  the  reality  of 
what's  happening  in  Washington." 

The  reality  whereof  Himsworth 
speaks  spells  both  opportunity  and  trou- 
ble for  the  independents.  Opportunity ,  be- 
cause it  opens  to  them  the  chance  to 
greatly  expand  their  range  of  services. 
Trouble,  because  they  lack  the  capital  and 
the  technology  to  do  so.  Enter  the  big 
holding  companies  who  badly  want  the 
opportunity  and  do  not  lack  for  capital. 

Waiting  in  the  wings  to  exploit  the 
opportunity  if  the  existing  players  do  not 
is  a  whole  army  of  big  and  small  technol- 
ogy-wise outsiders.  Already  there  are 
several  dozen  sellers  of  interconnecting 
telephone  equipment  plus  a  handful  of 
others,  like  MCI  Communications  Corp. 
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On  the  prowl  for  acquisitions 


Of  the  independent  phone  companies,  these  10  are  among 
the  most  actively  traded.  Many  also  are  players  in  the  new 
merger  movement.  Trouble  is,  their  stocks  often  trade  close 


to  book  value  while  many  of  their  takeover  targets  expect — and 
get — bids  well  over  book  value.  The  result  has  been,  in  some 
cases,  a  dilution  of  earnings. 


No.  of         Telephone  Price  Earnings 

telephones       revenues  Recent  1978-79         earnings  per  Book 

Company  |000)  (mil)  price  price  range         ratio*  Yield  share*  value+ 


United  Telecommunications 
Continental  Telephone 
Central  Telephone  &  Utilities 
Mid-Continent  Telephone 
Rochester  Telephone 


4,074 

$1,085 

18% 

20  -17% 

7 

7.6% 

$2.75 

$13.41 

2,982 

765 

16*/4 

1678-14% 

8 

8.1 

2.20 

14.56 

1,838 

461 

25  Vi 

27'/«-22'/4 

8 

7.2 

3.30 

18.33 

877 

185 

19% 

19'/4-16% 

7 

8.2 

2.75 

15.59 

-  637 

164 

19 

20'/«-15y4 

7 

8.2 

2.60 

17.98 

309 

75 

22 

25    - 1 5  '/a 

9 

5.9 

2.50 

17.86 

226 

44 

7%. 

9V8-  6% 

6 

7.4 

1.27t 

3.42 

218 

38 

41 

42'/2-28 

10 

6.3 

4.06t 

30.75 

180 

39 

16% 

17  -12'/s 

8 

4.9 

2.05 

6.22 

171 

45 

14'/4 

14'/2-  8V* 

8 

5.6 

1.90 

9.89 

Lincoln  Telephone  &  Telegraph 
Century  Telephone  Enterprises 
Commonwealth  Telephone  Enterprises 
Allied  Telephone 
Telephone  Utilities 


*  1979  estimates  source:  Donaldson,  Lufkin  &  Jenrette. 
t  Alter  deducting  preferred  stock  and  intangibles. 
{Latest  12  months  earnings  per  share. 


and  Southern  Pacific  Co.,  who  offer  pri- 
vate-wire toll-call  services.  These  will 
soon  be  joined  by  such  heavyweights  as 
IBM,  ITT,  Xerox  and  RCA.  With  a  $60 
billion-plus  market  up  for  grabs,  the  com- 
petition is  going  to  be  rough.  So  time  is 
getting  short  and  all  the  participants  are 
anxious  to  get  their  acts  together. 

Worrying  the  independents  even  more 
is  what  will  happen  to  their  toll  rev- 
enues. AT&T  shares  part  of  the  revenues 
it  receives  for  toll  calls — recently,  30 
cents  out  of  every  dollar — with  the  local 
phone  companies  under  a  complex  divi- 
sion of  accounts  known  in  the  trade  as 
"separations  and  settlements."  For  most 
independents,  tolls  represent  55%  or  so 
of  their  revenues  and  account  for  much 
of  their  recent  fast  growth.  The  industry 
doesn't  like  to  say  so,  but  this,  in  effect, 
is  a  subsidy  to  the  smaller  companies.  If 
competition  puts  that  money  into  pock- 
ets other  than  AT&T's,  how  can  the  cost 
of  local  telephone  service  do  anything 
but  rise'  To  install  a  phone  at  some  re- 
mote farm  can  cost  as  much  as  $1,200, 
yet  the  monthly  rental  allowed  by  the 
regulators  is  rarely  above  $12  a  phone.  So 
what  looks  good  for  business  custom- 
ers— the  greater  users  of  long-distance 
facilities — could  be  bad  for  householders. 

To  stay  competitive,  moreover,  some 
independent  exchanges  already  are  in- 
stalling electronic  digital  switching 
equipment  that  can  handle  data  and  im- 
age as  well  as  voice  transmission.  The 
problem  here  is  not  that  such  gear  is 
more  expensive  than  the  electro-me- 
chanical analogue  systems  it  replaces — 


often  it  costs  less — but  that  the  latter  is 
still  only  partially  depreciated  under  the 
arcane  accounting  rules  that  govern  utili- 
ties. This  often  means  costly  writeoffs 
for  little  companies  that  can  ill  afford 
them.  Typically  a  telephone  company 
depreciates  its  equipment  over  30  or 
even  40  years  under  government  regula- 
tion; high-technology  companies  write 
off  their  machines  in  five  years. 

Of  course,  Washington  may  decide  not 
to  go  ahead  just  yet  with  any  drastic 
deregulation.  Its  enthusiasm  may  wane 
with  an  election  coming  and  with  trade 
bodies  such  as  the  U.S.  Independent 
Telephone  Association  warning  that  lo- 
cal phone  bills  could  soar  by  30%  or  more 
overnight.  The  holding  companies  are 
taking  no  chances.  They  are  snapping  up 
other  phone  companies,  particularly 
those  adjacent  to  their  existing  oper- 
ations which  offer  economies  of  scale  by 
centralizing  services  and  management. 

Then,  too,  they  are  branching  out, 
buying  up  some  of  the  newer  manufactur- 
ers of  electronic  communications  equip- 
ment. Thus  in  June  General  Telephone  & 
Electronics,  easily  the  largest  of  the  inde- 
pendents, bought  Telenet  Corp.,  whose 
computer-run,  packet-switchingnetwork 
was  desperately  in  need  of  financial  aid. 
Continental,  which  acquired  Executone, 
Inc.,  a  maker  of  sophisticated  switch- 
boards, is  eager  to  do  joint  ventures  in 
facsimile  transmission  with  Xerox,  which 
last  winter  outbid  it  for  control  of  WUI, 
Inc.  There's  even  a  movement  back  into 
cable  television,  with  the  phone  compa- 
nies clearly  expecting  the  FCC  to  modify 


the  ban  imposed  in  1972  that  prohibits 
them  from  supplying  cable  facilities  in 
their  own  territories. 

"Our  industry  is  at  a  crossroads,"  says 
former  analyst  Robert  LeBlanc,  who  this 
spring  resigned  his  Salomon  Brothers 
partnership  to  become  Continental's 
vice  chairman  in  charge  of  long-range 
planning.  The  average  phone  is  in  use 
only  20  minutes  a  day  and  LeBlanc  is 
predicting  telephones  soon  will  be  used 
for  a  whole  range  of  services,  from  moni- 
toring burglar  alarm  systems  and  auto- 
matically reading  electric  and  gas  meters 
to  retrieving  information  and  receiving 
television  pictures — all  at  the  press  of  a 
touchtone  button. 

Does  all  this  activity  in  the  telecom- 
munications industry  represent  a  buying 
opportunity  for  investors?  Central  Tele- 
phone's Reuss  believes,  "There's  been  a 
consistent  failure  among  investors  to 
recognize  that  communications  is  prob- 
ably the  number  one  growth  industry  in 
the  country."  But  generally  Wall 
Streeters  remain  skeptical  about  the 
growth- opportunities  for  the  traditional 
phone  companies.  They  recall  how  in  the 
last  wave  of  mergers  the  phone  holding 
companies  bought  up  manufacturing  op- 
erations only  to  dump  them  later  at  fire- 
sale  prices  when  their  plans  to  become 
mini-Bell  systems  fizzled. 

About  the  only  thing  you  can  say  for 
sure  is  that  sitting  out  there  at  their  rural 
exchanges  are  a  lot  of  mom-and-pop  op- 
erators waiting  for  a  takeover  call. 
They're  praying  they  will  end  up  as  richl 
as  Carl  Galloway's  successors.  ■ 
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Keene. 

In  just  over  3  years,  our  return 
on  Stockholders9  Equity 
almost  doubled. 


For  the  first  quarter  of  79,  a  stockholders' 
investment  of  $65.1  million  and  a  net  income 
of  $2.5  million  produced  an  annualized  return 
on  stockholders'  investment  of  1 5.1  %.  In  these 
inflationary  times,  that's  a  very  comforting  fig- 
ure to  find. 

Having  had  14  record-breaking  quarters  in  a  row  helps. 

First  quarter  79  EPS  were  a  record  77<t, 
33%  higher  than  the  record  58<t  EPS  of  first 
quarter  78.  That  was  the  14th  successive  time 


record  quarterly  earnings  have  been  higher 
than  the  earnings  in  the  corresponding  quarter 
a  year  earlier.  Why  not  write  for  an  Annual 
Report  that  explains  how  and  why  our  special- 
ization in  Bearings,  Lighting,  Laminates  and  Fil- 
tration continues  to  be  so  productive.  For 
both  Keene  and  its  shareholders. 


KEENE 


CORPORATION 

200  Park  Avenue, New  York,  N.Y.  1 00 1  7 


HOW  ONE  BANK 
COMPARES  IN  PROFITABILITY 


AMONG  THE  TOP  25  BANKS.* 


"As  published  in  BUSINESSWEEK  April  23.  1979  All  figures,  except  these  for  Manufacturers  Bank,  supplied  by  Standard  &  Poor  s  Compustat  Services  Inc 


135  East  Ninth  Street,  Los  Angeles.  CA  90015-213/628-0311  Offices  in  Downtown  Los 
Angeles,  Hollywood,  Beverly  Hills,  Encino.  Sherman  Oaks,  Granada  Hills.  Van  Nuys, 
and  Newport  Beach  Member  FDIC  We  are  traded  over  the  counter  NASDAQ  symbol 
MBLA  Write  or  phone  Alex  Alt.  Vice  President,  for  1978  annual  report 
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MANUFACTURERS 

not  just  another  bank 


The  Johnson  Wax  people  have  long  put  a  gloss 
m  your  car  and  on  your  floor  Now  they  will 
io  the  same  for  your  hair 


Stopping  the 


rHEY  laughed  back  in  1970  when 
S.C.  Johnson  &  Son  Inc.  began 
marketing  personal  care  products. 
Vaxes,  yes.  The  privately  owned  Racine, 
Vis. -headquartered  company  sells  nearly 
1400  million  worth  a  year.  But  deodor- 
ants and  the  like?  Forget  it.  They — the 
ompetitors,  that  is — were  still  laughing 
vhen  three  of  Johnson's  four  toiletries 
vere  taken  off  the  market.  Only  Edge,  a 
;el-type  shaving  cream,  stayed 
in  the  shelves.  And  it  wasn't 
nything  spectacular. 
Had  the  Johnson  Co.  learned  a 
esson?  It  had,  but  not  the  one 
ompetitors  had  hoped  to  teach 
t.  Instead  of  staying  in  waxes, 
ohnson  tried  again  with  toilet- 
ies — this  time  with  almost  Jap- 
nese-like  thoroughness. 

First,  Johnson  raided  compa- 
res such  as  Colgate  for  experi- 
nced  executives  who  knew 
lersonal  care  marketing.  Then 
t  began  spending  big  dollars.  Its 
nggest  asset  in  putting  together 
market  strategy  was  secrecy, 
ohnson  knew  what  its  compe- 
ltion  was  spending  to  promote 
roducts.  But  its  private  status 
elped  to  shield  its  plans  from 
he  eyes  of  competitors. 
Starting  in  1977  Johnson 
litzed  the  market  with  a  $14 
lillion  promotion  that  included 
xtensive  TV  and  magazine  ad- 
ertising  along  with  some  30 
lillion  sample  bottles  for  its  new  hair 
pnditioner  Agree,  which  "helps  stop  the 
jreasies."  That  nearly  equaled  the  indus- 
\y  total  for  promoting  hair  conditioners, 
bhnson  aimed  for — and  got — 15%  of  the 
larket  in  the  first  year.  Today  Johnson's 
gree  claims  the  number-one  spot  in 
jnit  sales,  with  about  20%  of  a  nearly 
300  million  market. 
Next,  Johnson  looked  to  the  $730  mil- 
on  shampoo  market  with  an  annual 
owth  rate  of  9%.  Shampoos  are  the 
rgest  single  category  in  toiletries  and 


the  most  competitive,  with  more  than 
100  brands.  This  time,  wryly  notes  one 
industry  observer,  "the  competition  was 
waiting  and  was  scared."  Last  summer 
Johnson  spent  an  estimated  $30  mil- 
lion— $260,000  on  public  relations 
alone — to  bring  to  market  Agree  sham- 
poo for  women  under  35. 

Hoping  to  capture  2%  of  the  market  by 
September,  Johnson  ended  up  with  6%, 


S  C.  Johnson 's  fast-selling  Agree  shampoo 
Thirty  million  samplers  got  the  message. 


or  about  $43  million,  only  slightly  behind 
Procter  &  Gamble's  Head  &  Shoulders, 
Revlon's  Flex  and  Johnson  &  Johnson's 
Baby  Shampoo. 

Today  S.C.  Johnson,  with  over  $1  bil- 
lion in  revenues,  is  well  on  its  way  to 
becoming  a  major  factor  in  the  personal 
care  business,  now  amounting  to  $90 
million,  or  20%  of  its  domestic  sales. 
"There  is  no  fundamental  reason  why 
Johnson  could  not  be  one  of  the  leading 
firms  in  the  entire  cosmetics-toiletry  in- 
dustry," says  analyst  John  Ottman  of  Cy- 


rus J.  Lawrence.  "It  knows  how  to  use 
promotions  and  marketing  strategies." 

Johnson  already  has  a  half-dozen  other 
personal  care  products  in  the  works  and 
plans  to  unveil  one  a  year  through  the 
mid-1980s.  Its  executives  will  not  dis- 
cuss the  prospects.  Why  give  competi- 
tors any  unnecessary  hints?  Be  sure  of 
this,  though:  In  keeping  with  classic 
marketing  strategy,  each  one  of  John- 
son's new  products  will  have  something 
that  makes  it  at  least  superficially  differ- 
ent from  those  of  its  competitors. 

Product  firsts  have  been  standard  fare 
for  Johnson  since  it  began  as  a  maker  of 
parquet  flooring  93  years  ago  in  Racine. 
Among  its  "firsts"  since  then:  Glo-Coat 
(1932),  the  self-polishing  floor  wax;  Raid 
(1956),  insect  killer,-  Off  (1957),  aerosol 
insect  repellent;  Pledge  (1957),  aerosol 
furniture  polish;  Glade  ( 1961 ),  aerosol  air 
freshener;  and  Glory  (1968),  home  carpet 
cleaner. 

Heavy  advertising — traditionally  it 
spends  15%  of  sales — of  such  products 
has  turned  Johnson  into  the  nation's  top 
seller  of  nonlaundry  household  products. 
But  polishes,  due  in  part  to  maintenance- 
free  flooring,  have  become  less  of  a  factor 
in  Johnson's  overall  business.  More  than 
50%  of  its  sales  now  come  from  air  fresh- 
eners, insecticides  and  personal 
care  products.  And  recently  it 
diversified  (through  Johnson 
Wax  Associates,  Inc.)  into  fish- 
ing, camping  and  other  recre- 
ational products.  The  product 
mix  is  rapidly  changing. 

Equally  significant  changes  in 
management  have  recently  tak- 
en place  as  well.  In  April  a  non- 
family  member  became  the 
head  of  Johnson  for  the  first 
time  in  its  history.  Samuel  C. 
Johnson,  51,  turned  over  the 
CEO  title  to  William  K. 
Eastham,  61,  a  25-year  veteran 
of  the  company.  Johnson,  who 
has  retained  the  title  of  chair- 
man, intends  to  spend  at  least  a 
year  working  on  family  matters 
connected  with  the  estate  of  his 
late  father,  Herbert  Fisk  John- 
son, who  died  last  December.  It 
must  be  quite  an  estate.  His 
family  owns  the  company  lock, 
stock  and  barrel.  Were  the  com- 
pany public,  analysts  think  it 
would  have  a  market  value  of  at  least  $1 
billion.  That  would  make  the  Johnson 
family  Rockefeller-rich.  As  for  Sam  John- 
son, he  can  take  a  great  deal  of  satisfac- 
tion that  it  was  the  diversification — 
started  at  his  urging  when  he  was  fresh 
out  of  school  23  years  ago  with  the  intro- 
duction of  Raid,  which  is  now  the  na- 
tion's best-selling  home  insecticide — 
that  enabled  the  family  company  to  ap- 
ply its  impressive  marketing  skills  to  a 
wider  field  than  just  the  one  offered  by 
waxes.  ■ 
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After  beating  back  a  tender  offer,  educational 
publisher  Houghton  Mifflin  has  spent  the  last 
year  proving  it  made  the  right  move. 


Textbook  case 


HAROLD  McGrAW,  CHAIRMAN  of 
publisher  McGraw-Hill,  was  not 
the  first  publisher  to  cry  "editori- 
al independence"  as  a  weapon  when  he 
fought  off  American  Express'  recent 
takeover  bid.  A  year  ago  Houghton  Miff- 
lin, the  little  (1978  sales,  $146  million) 
Boston-based  textbook  and  educational 
publisher,  stymied  a  similar  attempt  by 
Western  Pacific  Industries.  Responding 
to  management  phone  calls,  one 
Houghton  (pronounced  Hoe-ton)  Mifflin 
author  after  another  declared  he  would 
"reexamine"  his  relationship  with 
HM — i.e  ,  might  damn  well  quit — if 
Western  Pacific  gobbled  up  the  publisher. 
HM  won;  Harold  McGraw  used  the  same 
tactic,  got  the  same  results. 

But  beating  off  a  tender  is  one  thing; 
where  most  managements  fall  down  is 
proving  that  there  was  more  than  ego  at 
stake  in  trying  to  remain  free.  Since  its 
brush  with  WPI,  Houghton  Mifflin  has 
been  top  dog  in  the  $1.4  billion  textbook 
market.  Last  year  net  income  rose  30%, 
to  $12.7  million,  on  a  sales  gain  of  18%; 
earnings  per  share  jumped  42%,  aided  by 
the  $10  million  buy-back  of  10%  of  HM 
common  stock  held  by  WPI. 

Traditionally,  the  first  quarter  in  the 
seasonal  textbook  business  is  a  money 
loser,  as  publishing  houses  absorb  heavy 
book  sampling  costs  in  preparation  for 
the  big  third  quarter  when  schools  buy 
most  of  their  educational  materials  for 
the  autumn  bells.  Still,  Houghton  Mifflin 
pared  its  first-quarter  1979  losses  by 
16%.  And  stockholders  aren't  complain- 
ing. Last  year  return  on  equity  topped 
20%,  up  from  16.5%.  The  WPI  offer 
pushed  the  stock  price  up  from  the  low 
20s  to  27  a  share.  Now.  riding  high  on  its 
own,  the  stock  trades  at  31. 

Such  gains  aren't  all  that  unusual  for 
Houghton  Mifflin.  Over  the  last  ten 
years  its  annual  compounded  sales 
growth  is  11%,  vs.  an  industrywide  aver- 
age of  7%.  Its  profit  margins,  hovering 
between  7.5%  and  9%,  are  nearly  double 
those  of  bigger  houses  like  Macmillan 

122 


and  Harcourt  Brace  Jovanovich.  And 
HM's  performance  has  been  achieved  in 
the  face  of  a  shrinking  textbook  market. 
Since  1969  student  enrollments  have 
dropped  5.5%,  mostly  among  elementary 
and  high  schools  ("el-hi"  in  the  trade's 
jargon),  Houghton  Mifflin's  major  cus- 
tomers. Federal  money  for  educational 
materials  that  flowed  freely  in  the  1960s 
has  now  dried  up,  and  Proposition  13- 
type  proposals  have  forced  states,  which 
fund  most  textbook  buying,  to  take  a 


Houghton  Mifflin  President  Harold  Miller 
Top  of  the  class  in  textbooks. 


closer  look  at  their  educational  budgets. 

So  what  keeps  Houghton  Mifflin  on 
top?  Service,  President  Harold  Miller  re- 
plies blandly:  "Let's  face  it,  all  the  text- 
books have  the  same  quadratic  equation. 
We  try  to  provide  a  program  that  yields 
the  most  productive  learning  experi- 
ence." That  means  company  salesmen 
(mostly  former  teachers  themselves) 
work  constantly  with  teachers  on  ways 
to  improve  their  books.  An  example  of 
sharp  marketing:  Most  publishers  used 
to  charge  school  districts  using  their 
"consulting  groups"  that  help  teachers 
make  better  use  of  teaching  guides  and 
workbooks.  Houghton  Mifflin  offered 
the  service  gratis;  the  rest  of  the  industry 
has  since  followed. 

Many  publishers  that  have  been  ac- 
quired by  bigger  companies,  such  as 
RCA's  Random  House,  suffered  when 
their  sales  forces  were  centralized.  In 
contrast,  Houghton  Mifflin  is  renowned 


for  giving  its  field  personnel  major  re- 
sponsibilities. "We  have  no  national 
sales  manager,"  says  Miller,  a  56-year-old 
former  educator.  "And  if  one  comes  it 
will  be  over  my  dead  body." 

Of  course,  a  good  sales  force  is  nothing 
without  a  good  product,  and  Houghton 
Mifflin  has  always  offered  a  strong  book- 
list since  the  late  19th-century  days 
when  its  authors  included  Longfellow, 
Thorcau  and  Hawthorne.  Today  more 
than  one  in  four  American  schoolkids 
use  Houghton  Mifflin  reading  texts,  and 
reading  is  the  biggest  part  of  the  elemen- 
tary textbook  market — 40  cents  of  every 
dollar  spent.  Houghton  Mifflin's  reading 
program,  in  development  since  1949,  is 
considered  a  classic,  especially  in  an  era 
of  back-to-basics  education.  "When  oui) 
people  present  that  program,"  says  Mil- 
ler, "they  don't  just  sell  the  books,  they 
preach  tbe  gospel."  HM  also  has  over  hall 
the  high  school  math  market. 

Such  momentum  is  hard  to  stop.  Near- 
ly half  the  states,  including  California, 
with  11%  of  the  nation's  schoolkids, 
adopt  textbooks  through  a  statewide  sys-j 
tern  where  book  contracts  are  reviewed 
every  five  years.  In  the  last  two  adoption 
cycles,  HM  garnered  more  new  reading 
and  math  business  than  any  other  pub- 
lisher, reports  Ken  Noble,  publishing  ana- 
lyst for  Paine  Webber  Mitchell  Hutchinsi 
"That  back-to-back  success  is  very  rare,'' 
he  adds,  "because  teachers  usually  wanl 
to  try  new  books  after  five  years." 

That  success  is  spilling  over  into  HM's 
activities  (30%  of  sales)  outside  the  el-hj 
market.  In  1977  Houghton  Mifflin  made= 
its  first  big  crack  in  general  publishing 
with  The  Silmarillion,  a  million-copy  fam 
tasy  novel.  To  smooth  out  the  seasonal 
textbook  business,  it  is  moving  agresi 
sively  in  college  books  and  professional 
works.  As  computers  play  a  bigger  role  in 
schools,  HM  is  expanding  its  Time  Share 
Corp.  subsidiary,  which  provides  conn 
puter  services  to  the  education  market. 

There  are  also  signs  that  the  textbook 
market  may  prove  better  than  expected) 
Though  school  enrollments  are  down; 
Miller  notes  that  per  capita  spending  or) 
textbooks  is  up  80%  as  school  boards 
spend  more  on  educational  materials  ini 
stead  of  building  new  classrooms.  Thai 
should  be  bolstered  in  the  future  by  i 
slight  increase  in  the  birth  rate.  An<i 
teachers  who  work  in  states  with  s 
statewide  textbook  adoption  system  are 
increasingly  lobbying  to  put  book  adop- 
tion in  the  hands  of  the  local  schooi 
distict.  That  means  more  selling  costi 
for  Houghton  Mifflin,  but  also  less  com- 
petition as  many  mom-and-pop  publish- 
ers don't  have  the  sales  forces  needed  tj 
compete  in  these  "open  territories.' 
When  school  opens  again  in  the  fall,  onl] 
part  of  the  ringing  sound  you  hear  will  b« 
bells  calling  kids  to  class.  Another  par 
will  be  the  change  jangling  in  Houghton 
Mifflin's  pocket.  ■ 
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WfeTl  let  your 
insurance  agent  or  broker  tell  you, 
in  his  own  words, 
why  we're  different. 


CHUBB 


Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y. 10038 


Ralph  Briscoe  has  managed  to  bring  sanity  to 
Republic  Corp.,  but  where  does  he  go  now? 


Saving  the 
Republic 


Chairman  Ralph  O  Briscoe  of  Republic  Coip  in  his  Los  Angeles  office 
"How  can  I  get  people  not  to  dismiss  us  as  a  lousy  conglomerate?' 


Over  the  years  Republic  Corp.  has 
had  as  colorful  a  cast  of  characters 
in  its  executive  suite  as  in  the 
classic  movie  westerns  it  used  to  make 
when  it  was  named  Republic  Pictures 
Corp.  First  there  was  Herbert  J.  (Papa) 
Yates,  a  paunchy,  tobacco-chewing  Har- 
ry Truman  look-alike  who  rode  herd  over 
screen  stars  like  lohn  Wayne,  Gene 
Autry,  Roy  Rogers  and  Ronald  Reagan  in 
the  1940s  and  1950s.  He  was  followed  in 
the  1960s  by  Victor  Carter  and  then  Ger- 
ald B.  Block,  a  corporate  gunslinger  who 
almost  bankrupted  the  company  while 
turning  it  into  a  go-go  conglomerate. 
Then  came  hatchetman  Sanford  C.  Sigo- 
loff,  who  was  brought  to  Republic  in 
1970  to  try  to  undo  what  Block  had  done. 
But  it  wasn't  until  six  years  ago,  when 
Ralph  O.  Briscoe  left  his  job  as  a  CBS 
group  president  to  take  over  Republic, 
that  an  air  of  sanity  was  brought  to  the 
Los  Angeles-based  company. 

Today  Republic  has  a  strong  and 
healthy  look.  Though  still  a  conglomer- 
ate, it  boasts  only  four  businesses,  com- 
pared with  over  30  in  1973.  Each  of  the 
four — aviation,  metals,  film-processing 
and  graphics — accounts  for  roughly  25% 
of  earnings.  Last  year  it  earned  $10  mil- 
lion on  revenues  of  $240  million,  $4.13  a 
share  compared  with  $2.89  in  1977.  For 


this  year's  first  nine  months,  income 
was  $10  million  with  per-share  earnings 
of  $4.45.  What's  more,  these  gains  were 
made  without  the  benefit  of  the  tax-loss 
carryforwards  of  previous  years.  And  for 
the  first  time  since  1966,  dividends  were 
reinstated  last  year. 

That's  in  sharp  and  welcome  contrast 
with  the  very  recent  past.  By  the  time 
Briscoe  took  over  in  1973,  Republic  was 
staggering  under  the  burden  of  $100  mil- 
lion in  debt,  its  equity  was  a  scant  $10 
million  and  book  value  stood  at  little 
more  than  $4  a  share.  Briscoe,  aided  by 
his  financial  man  Rembrandt  Lane,  con- 
tinued pruning  unprofitable  divisions,- 
halved  the  corporate  staff;  and  coaxed 
the  creditors  not  only  into  converting 
over  $13  million  of  long-term  debt  into 
preferred  stock  but  also  into  accepting 
another  $17  million  worth  of  nonoperat- 
ing  assets  toward  reducing  the  debt.  Re- 
public has  since  purchased  most  of  its 
outstanding  preferred  and  last  year  ob- 
tained a  $30  million,  20-year  loan  from  a 
group  of  insurance  companies.  That 
money  has  eliminated  all  bank  debt  and 
replenished  working  capital. 

Getting  Republic  to  where  it  is  now 
was  obviously  no  easy  task.  Between 
1967  and  1969  Gerry  Block  had  acquired 
more  than  80  unrelated  businesses,  mov- 


ing Republic  into  such  far-flung  areas  a< 
plastics,  metals,  furniture,  compute; 
software,  telephones,  carpets  and  fire 
places.  Nor  were  Block's  excesses  con 
fined  to  acquisitions.  He  installed  a  Ro> 
man  fountain  outside  his  office  anq 
sported  two  Rolls-Royces  and  his  owr 
corporate  jet.  Initially,  Wall  Street  re 
warded  Block's  indulgence,  sending  Re 
public's  stock  to  the  high  80s  by  1969 
But  when  it  became  apparent  that  Blocl< 
had  created  an  unmanageable  mess,  th« 
bubble  burst  and  Republic's  stock  even 
tually  fell  to  $1  a  share  in  1973. 

When  profits  disappeared  and  losse 
started  to  mount  in  1970,  Block,  desper 
ate,  lured  his  longtime  buddy  Sigolot 
from  Xerox  Corp.  Four  months  late: 
Block  was  out  and  the  hard-driving 
sometimes  ruthless  Sigoloff  was  runninji 
Republic.  He  succeeded  in  replacing  noi 
only  Block  but  a  majority  of  the  hoarc 
with  his  own  team,  including  attorney 
Roderick  M.  Hills  (who  later  left  for  j 
White  House  job  and  the  SEC).  Sigolof 
and  Hills  began  by  ridding  themselves  a 
a  slew  of  unwanted  businesses,  firinj 
employees  and  convincing  a  consortium 
of  25  banks  to  extend  the  repayment  o 
some  $50  million  in  overdue  debt.  Bu* 
Sigoloff's  autocratic  management  styl« 
created  a  rift  with  the  board  and  led  tc 
his  resignation  late  in  1972.  (Sigoloff  lat 
er  went  to  Daylin,  but  was  ousted  then 
when  W.R.  Grace  acquired  it  this  year., 
Hills  remained  as  chairman  just  lon> 
enough  to  bring  in  Briscoe. 

Briscoe  and  Lane  may  well  lack  the 
panache  of  Block  and  Sigoloff  but  the; 
are  putting  out  far  better  numbers:  $70 
million  in  equity,  vs.  only  $30  million  ir 
debt,  a  book  value  of  over  $30  a  share  ani 
an  aftertax  return  of  24%  on  equity. 

Like  most  such  managers,  Bnscot 
claims  to  favor  internal  growth — and 
then  begins  to  talk  of  possibly  merginj 
with  another  company  Republic's  size} 
But  he  doesn't  expect  to  be  taken  oven  , 
"Most  big  companies,"  he  says,  "arenj 
interested  in  buying  conglomerates." 

That  Republic's  stock  is  selling  at  jus] 
3.5  times  this  year's  estimated  per-shan 
earnings  of  $6  is  a  function  of  the  com 
pany's  lack  of  identity  more  than  any 
thing  else,  Briscoe  believes.  It  may  alsc 
be  that  Briscoe  has  tried  so  hard  to  over 
come  the  flamboyant  image  created  b; 
his  predecessors  that  he  has  not  dont 
enough  to  tell  his  story  to  the  invest 
ment-  community.  In  addition,  hi 
doesn't  seem  to  know  where  he  want: 
the  company  to  be  two  or  three  year' 
from  now.  Ever  since  it  ceased  being  < 
maker  of  movie  westerns,  Republic  ha} 
been  a  company  in  search  of  itself — j 
search  that  is  still  not  over.  "How  can 
get  people  not  to  dismiss  us  as  a  lousj 
conglomerate  with  a  lousy  financial  his 
tory?"  Briscoe  asks.  "This  company  i| 
still  a  piece  of  clay  that  has  not  taken  oj 
a  fixed  shape."  ■ 
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If  you  want  to 

succeed  in  the  Middle  East 
talk  to  the  biggest  bank 
in  the  Middle  East 


Our  financing  resources  run  into  billions  of  dollars. 
Our  clients  include  governments,  institutions  and 
multi-national  companies. 

Using  the  latest  computers  and  advanced 
electronic  equipment,  we  provide  a  highly 
sophisticated  international  banking  service. 

We  are  involved  in  foreign  exchange.  We  provide 
short,  medium  and  long  term  loans.  Negotiate  and 
discount  bills.  Handle  bond  issues.  Syndicate 
world-wide  loans.  Underwrite  securities.  We're 


market  makers.  And  we're  involved  in  joint  ventures 
and  project  finance  in  a  big  way. 

With  billion-dollar  assets  and  a  unique 
combination  of  local  insight  and  global  sophistication 
in  finance,  it's  hardly  surprising  that  we're  the  biggest 
and  most  successful  bank  in  the  Middle  East. 

We'd  like  to  share  our  knowledge  and  success 
with  you. 

Talk  to  us  about  you  own  special  financing 
requirements. 


u 


THE  nflTIDRRL  COmmERCIRL  BRmK 

Our  business  is  to  help  your  business. 


Head  Office  P  O  Box  3555,  King  Abdul  Aziz  Street,  Jeddah,  Saudi  Arabia 
Tel:  33580/4,  Telex:  401086  NCBGEN  SJ 


Statistical  Spotlight 


Did  you  ever  look  back  at  the  bargains  in  a 
bear  market  low  and  wish  you  had  a  second 
chance  to  buy?  Today,  maybe  you  do. 


How  cheap 
can  you  get? 


You're  tired  of  hearing  it:  Stocks  are 
cheap.  So  what?  you  might  respond.  If 
they  stay  cheap,  who  wants  to  buy 
them  anyway? 

But  do  you  know  how  cheap  they  really 
are?  Look  at  the  table  below.  It  suggests 
that  the  stock  market  is  now  as  cheap — 
in  terms  of  dividends  and  earning  pow- 
er— as  it  was  at  many  of  the  historic 
bottom  points  of  its  recent  history.  The 
only  time  in  the  past  few  years  that  the 
Dow  Jones  industrial  average's  price 
earnings  ratio  has  been  lower  than  at 
present  was  in  December  of  1974  and 
most  of  us  remember  what  happened 
after  that:  The  Dow  soared  300  points  in 
a  few  months.  It  was  one  of  the  fastest 
turnarounds  in  history. 

In  terms  of  book  value,  too,  stocks  are 
cheap.  Except  at  the  bottom  in  1942, 


when  Hitler  appeared  triumphant  in  Eu- 
rope and  Africa  and  Pearl  Harbor  was 
littered  with  the  hulks  of  the  U.S.  Navy, 
and  again  briefly  in  OPEC-shocked  1974, 
stocks  have  normally  sold  at  a  premium 
over  book  value — usually  at  a  pretty  fat 
premium.  Not  so  now. 

Consider  this:  Through  reinvestment, 
book  value  of  the  Dfl  has  almost  doubled 
since  1966;  earnings  have  more  than 
doubled;  and  dividends  are  60%  higher. 
But  the  market  itself  last  month  was 
only  12%  higher  in  nominal  dollars — and 
much,  much  lower  in  real,  inflation-ad- 
iusted  dollars  than  at  the  cyclical  bottom 
in  1966. 

It  was  a  similar  story  in  1949,  when 
three  years  of  sideways  stock  move- 
ment in  the  face  of  soaring  postwar 
earnings  brought  price  earnings  ratios 


down  to  something  like  their  present 
lowly  level.  That  fall  the  market  took  of! 
like  a  shot  into  one  of  the  great  bull 
markets  of  all  time. 

At  ten  times  earnings,  a  relatively 
modest  figure  historically,  the  Dow 
lones  industrials  would  sell  at  1240— 
nearly  50%  above  the  present  level. 

Is  there  any  score  on  which  stocks  are 
not  cheap?  Unfortunately,  yes.  Look  at 
the  fifth  column,  dividend  yield.  Then 
shift  your  eye  to  the  final  column,  bond 
yields. 

In  the  old  days,  stocks  always  yielded 
more  than  bonds:  They  were  safer.  But 
when  moderate  inflation  became  embed- 
ded in  the  economy,  the  old  relationship 
changed  and  stocks,  because  they  gave  a 
modicum  of  inflation  protection,  began 
to  yield  less  than  bonds.  That's  now  the 
norm.  But  when  the  yield  gap  becomes 
very  wide,  money  tends  to  shift  out  ol 
the  stock  market  and  into  the  bond  mar- 
ket. That  is  apparently  what  is  happen- 
ing today.  At  5.9%  for  stocks,  us  8.95% 
for  bonds,  the  gap  in  favor  of  bonds  is 
probably  the  widest  in  history.  This,  im 
evitably,  has  a  depressing  effect  on  the 
stock  market. 

The  yield  gap,  then,  is  the  thing  tc 
watch:  In  a  statistical  sense  it  is  the  only 
item  that  keeps  stocks  from  being  rela- 
tively cheap.  Last  month  bond  yields 
seemed  to  be  on  the  way  down  at  last. 
This  could  be  very  good  news  for  the 
stock  market.  ■ 


Five  decades  of  Dow  lows 


On  most  counts,  the  Dow  Jones  industrials  are,  by  historical  standards,  low  indeed. 


DJI 

Price 

dh 

earnings 

earnings 

DJI 

book 

Premium  or 

Bond 

on 

per  share 

ratio 

dividend 

Yield 

value 

discount 

yield 

Oct.  29,  1929 

230.07 

$  19.94 

12 

$12.75 

5.5% 

NA 

5.08% 

luly  8,  1932 

41.22 

0.69 

60 

6.51* 

15.8 

NA 

5.93 

Mar.  31,  1938 

98.95 

11.49 

8.78 

8.9 

$  88.30 

1.12 

2.93 

Apr  28,  1942 

92.92 

10.87 

9 

7.48 

8.0 

102.66 

0.91 

2.51 

Oct.  9,  1946 

163.12 

11.56 

14 

7.02 

4.3 

122.52 

1.33 

2  - 

June  13,  1949 

161.60 

23.79 

7 

11.93 

7.4 

159.67 

1.01 

2.57 

Sept.  14,  1953 

255.49 

26  93 

9 

15.89 

6.2 

213.39 

1.20 

3.12 

Oct.  22,  1957 

419.79 

36.70 

11 

22.87 

5.4 

'  284.78 

1.47 

3.97 

Iune26,  1962 

535.76 

34.11 

16 

22.86 

4.3 

;^  »: 

1.39 

4.16 

Oct.  7,  1966 

744.32 

57.36 

13 

30.42 

4.1 

453.27 

1.64 

5.31 

May  26,  1970 

631.16 

54.07 

12 

32.21 

5.1 

542.2- 

1.16 

7.83 

Dec.  6,  1974 

577.60 

99.73 

6 

37.89 

6.6 

690.23 

0.84 

8.41 

Feb.  28,  1978 

742.12 

89.10 

8 

45.84 

6.2 

841.76 

0.88 

8.47 

June  18,  1979 

839.40 

124.10 

7 

49.48 

5.9 

900.00E 

0.93 

8.95 

'Average  of  1931-1932.    NA  Not  available     E  Forbes  estimate. 
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jquipment  and  develop  sys- 
tems which  operate  with 
high  load  factors  and  mini- 
mal empty  miles. 


THE  TRUCK  STOPS  HERE 


The  fuel  shortage  affects 
the  nation's  motor  carrier 
industry  just  like  it  does  the 
average  motorist— high 
prices,  long  lines  and  uncer- 
tain supplies.  But— trans- 
portation regulation  assures 
that  even  in  the  face  of  a 
national  shortage,  the 
freight  will  continue  to 
move,  with  no  more  trucks 
than  are  necessary. 

The  common  carrier  obliga- 
tion requires  regulated 
motor  carriers  to  serve  all 
shippers  and  receivers, 
regardless  of  size  or  loca- 
tion. Fuel  shortages  and 
high  prices  do  not  relieve 


the  regulated  carrier  of  this 
obligation. 

Regulation  assures  a  finan- 
cially stable  motor  carrier 


industry.  Carriers  are  able 

\n  nurrhaco  f  1 10I  _  off  iriont 
i 


mm 


3§<j    Sound  regulation  of  the 
III    motor  carrier  industry  thus 
assures  an  adequate  num- 
ber of  motor  carriers  to 
move  the  nation's  freight, 
without  excessive  f uel-wast- 
ihg  duplications  of  service. 
Deregulation  of  the  industry 
would  create  excess  ca- 
pacity resulting  in  more  car- 
riers attempting  to  haul  the 
same  amount  of  freight  and 
using  more  fuel. 


American  Trucking  Associations,  Inc. 

\p    Today's  Trucking  Industry. . .  It  Works  for  America 


Faces 

Behind  The  Figures 


The  DOE's  competition? 

Two  months  before  gas  lines  began  form- 
ing in  California,  readers  of  the Lundberg 
Idler  knew  what  to  expect.  Supplies  for 
March,  warned  the  weekly  letter,  a  veri- 
table bible  of  oil  marketing  statistics, 
would  fall  8.9%  short  of  demand. 

Dan  Lundberg,  66-year-old  publisher, 
was  not  relying  on'  inside  oil  industry 
information.  Rather,  he  used  what  could 
best  be  described  as  outside  information 
gathered  by  his  300  correspondents  na- 
tionwide who  visit  16,700  gas  stations 
noting  everything  from  prices  to  condi- 
tion of  rest  rooms.  A  staff  of  30  analyzes 
the  data  at  the  North  Hollywood,  Calif, 
headquarters  for  the  newsletter  and 
Lundberg's  other  market  reports. 

The  newsletter  has  some  600  subscrib- 
ers, including  major  oil  companies  like 
Standard  Oil  of  California,  Union  Oil  and 
Mobil,  as  well  as  a  number  of  small  inde- 
pendent operators,  the  Department  of 
Energy  and  even  gas  station  owners. 
Lundberg  charges  between  $47  and  $400 
a  year,  depending  on  the  size  of  the  oper- 
ation. "We  don't  want  to  deprive  any 
marketer  from  being  able  to  buy  the 
newsletter  because  the  price  is  too  high," 
he  says.  Such  altruism  serves  Lundberg 
well — revenues  from  Lundberg  Survey 


Inc.  are  about  $2  million  a  year. 

A.hulking  man  who  thunders  and  bel- 
lows like  a  drill  sergeant,  Lundberg  has  a 
seemingly  inexhaustible  amount  of 
drive.  He  was  a  foreign  correspondent, 
radio  director,  playwright  of  sorts  and 
published  novelist  before  starting  in  the 
oil  business  in  1949.  His  first  venture 
was  the  Serve  Yourself  Gasoline  Stations 
Association,  formed  to  crusade  nation- 
wide to  legalize  the  now  popular  self- 
service  gas  stations.  He  began  the  news- 
letter in  1955,  suspended  publication  ten 
years  later  because  of  the  growth  of  the 
data  service  and  resumed  in  1973  when 
the  oil  embargo  put  oil  on  the  front  page. 

"I  have  one  competitor,  a  much  larger 
competitor,"  growls  Lundberg,  "the  De- 
partment of  Energy."  But  the  DOE  can't 
compete,  he  insists,  because  its  surveys 
are  less  complete  and  include  fewer  than 
half  the  service  stations  Lundberg  does. 

Almost  as  if  to  prove  the  point,  a 
recent  issue  of  the  Lundberg  letter  chal- 
lenged a  DOE  prediction  this  way:  "lohn 
O'Leary,  Assistant  Secretary  of  the  De- 
partment of  Energy,  predicts  that  the 
price  of  gasoline  will  rise  5  cents,  and  I 
predict  18  cents  by  the  end  of  summer." 
Adds  Lundberg,  "So  we  will  find  out  just 
how  damn  wrong  the  poor  guy  is." 

Better  than  C  rations? 

Everybody  whose  military  memory  goes 
back  to  the  heartburn  of  C  rations  should 
be  relieved,  if  belatedly,  that  they  are 
being  replaced.  Not  those  wonderful 
meals  but  their  containers,  the  metal 
cans.  Because  of  them,  claims  Allen  A. 
Cheng,  43,  whose  American  Pouch  Food 


Cheng  of  American  Pouch  Food 
A  new  skin  for  an  old  whine. 


Lundberg  of  the  Lundberg  Letter 

Who  needs  a  crystal  ball  when  you've  got  surveys  and  statistics? 


Co.,  Inc.  just  got  a  $2 1 .3  million  contraci 
from  the  Pentagon  for  8  million  pouchec 
meals,  the  boys  in  the  trenches  won' 
have  any  complaints  about  the  products 
his  company  will  be  supplying. 

Cheng's  view  seems  to  ignore  people'; 
natural  tendency  to  gripe  about  institu 
tional  meals.  Nevertheless  there  is  rea 
son  to  see  pouches  as  an  improvemen 
over  cans.  "For  one  thing,"  he  says,  "i 
takes  less  time  to  sterilize  the  pouches 
so  meat  tastes  better  because  it  isn'1 
overcooked,  and  shipping  costs  mucri 
less  because  they're  lighter.  A  thousan 
empty  pouches  weigh  12  pounds,  whilt 
the  same  number  of  cans  weigh  180 
pounds." 

The  pouches  Cheng  is  talking  abou 
aren't  those  plastic  things  used  for  boil 
ing  frozen  foods.  They  are  complex  alu, 
minized  containers  involving  a  vastlj 
different  technology,  and  they  are  said  tc 
keep  food  fresh  without  refrigeration  fo; 
up  to  seven  years. 

Arriving  from  China  in  1947,  Chenj 
got  into  pouches  while  working  at  Esi 
mark's  Swift  &.  Co.  in  the  mid-1970s 
Educated  at  the  Polytechnic  Institute  oi 
Brooklyn,  Harvard  and  Columbia,  he  saw 
great  promise  for  pouches  and  started  hi! 
own  company  in  Chicago  in  1977. 

Originally  financed  by  his  own  savi 
ings,  -money  from  friends  and  a  lit  tit 
minority-business  money  from  the  fed! 
eral  government,  American  Pouch  Fooc 
has  lately  been  getting  some  heftier  fil 
nancing.  The  Commerce  Departmeni 
just  announced  a  90%  guarantee  for  $5.' 
million  in  loans  to  the  company  througl 
a  branch,  the  Chicago  Economic  Devel 
opment  Administration.  Of  that  total,  $* 
million  comes  from  Aetna  Life  Insurant 
for  equipment  and  $2.5  million  fronj 
First  National  Bank  of  Chicago  for  work) 
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The  tides  tell  our  sea  farmers 
when  to  take  the  harvest. 


When  tides  are  low  in  summer,  boatmen  with  long  wooden  rakes  harvest  from 
the  sea  a  mossy  form  of  seaweed  which  FMC  scientifically  processes  into  a  food  ingredient 
calied  "carrageenan'.' 

Carrageenan  extracts  serve  as  food  stabilizers,  thickeners,  gelling  agents,  and  to 
hold  ingredients  in  suspension.  (A  single  pound  will  stabiiize  up  to  20,000  pints  of  condensed 
milk.)  They  can  lend  a  ribbon-like  quality  to  toothpaste,  help  to  release  fragrances  from  air 
fresheners  or  add  essential  qualities  to  dozens  of  products. 

Carrageenan  is  companion  to  an  FMC  development,  Avicel®  microcrystalline  cellulose, 
which  also  improves  many  food  products,  and  imparts  a  superior  hardness  plus  solubility 
to  medicinal  tablets. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  petroleum  and  fluid  control 
equipment,  environmental  equipment,  food  and  agricultural  machinery,  industrial  and 
agricultural  chemicals.  Write  FMC  Corporation,  200  East  Randolph  Drive,  Chicago  60601 . 
Or  call  800-621-4500  [in  Illinois:  312-861-5900). 

-FMC 


BUSINESS  IN  THE  ARTS  AWARDS 


Once  again,  Forbes  Magazine  Is  pleased 
to  join  the  Business  Committee  tor  the  Arts 
in  cosponsorship  ot  the  annual  "Business  in 
the  Arts"  Awards  competition,  honoring 
corporations  for  outstanding  programs  in 
support  of  the  arts.  The  43  corporations 
listed  as  1978  Award  winners  have  been 
selected  from  a  field  of  over  300  nomina- 
tions by  our  distinguished  panel  of  judges: 
Florence  Knoll  Bassett,  Designer;  Barry 
Bingham,  Sr.,  Chairman  of  the  Board, 
Courier-Journal  &  Louisville  Times 
Company;  The  Hon.  John  Brademas, 
Congress  of  the  United  States;  J.  Carter 
Brown,  Director,  National  Gallery  of  Art; 
Donald  G.  Conrad,  Executive  Vice  President, 
Aetna  Life  &  Casualty;  Milton  Esterow, 
Editor  &  Publisher,  ARTnews;  David  Gockley, 
Director,  Houston  Grand  Opera;  Stanley 
Marcus,  Consultant;  Arjay  Miller,  Dean, 
Graduate  School  of  Business  Adminis- 
tration, Stanford  University;  Juliette  M. 
Moran,  Executive  Vice  President,  GAF 
Corporation;  The  Hon.  Virginia  Kilpatrick 
Shehee,  President,  Kilpatrick  Life  Insurance 
Company  of  Louisiana;  and  Carl  Spiel- 
vogel,  Vice  Chairman  8i  Chairman  of 
Executive  Committee,  The  Interpublic 
Group  of  Companies,  Inc. 


The  Business  Committee  for  the  Arts,  Inc.  is 
a  private,  tax-exempt,  national  organiza- 
tion of  business  leaders  created  to  en- 
courage business  and  industry  to  assume 
a  greater  share  of  responsibility  for  the 
support,  growth  and  vitality  of  the  arts.  For 
information  and  descriptions  of  the  award- 
winning  projects,  write:  Douglas  J. 
Morrison,  Awards  Administrator,  Business 
Committee  for  the  Arts,  Suite  2600, 
1501  Broadway,  New  York,  New  York  10036. 


1ST  TIME  AWARD  WINNERS 

blount,  inc.,  Montgomery,  AL 
burroughs  corporation,  Detroit,  Ml 

CANTOR,  FITZGERALD  SECURITIES  CORPORATION, 

New  York  City 
celanese  corporation,  New  York  City 
day  companies,  inc.,  Memphis,  TN 
general  electric  company,  Fairfield,  CT  and 

HUMANA  INC.,  Louisville,  KY 

HOME  FEDERAL  SAVINGS  AND  LOAN 

association,  San  Diego,  CA 
the  J.  l.  Hudson  company,  Detroit,  Ml 
interway  corporation,  New  York  City 
liggett  group  inc.,  Durham,  NC 

PEA  SOUP  ANDERSEN'S  RESTAURANTS,  Buellton,  CA 

Phillips  petroleum  company,  Bartlesville,  OK 
the  Quaker  oats  company,  Chicago,  IL 

REPUBLIC  ACCEPTANCE  CORPORATION, 

Minneapolis,  MN 

SHELL  OIL  COMPANY,  Houston,  TX 

smithkline  corporation,  Philadelphia,  PA 

TEXAS  GAS  TRANSMISSION  CORPORATION, 

Owensboro,  KY 
the  times  mirror  company,  Los  Angeles,  CA 
trw  inc.,  Cleveland,  OH 
united  coal  companies,  Bristol,  VA 

UNITED  TECHNOLOGIES  CORPORATION, 

Hartford,  CT 

RETURN  AWARD  WINNERS 

ALLSTATE  INSURANCE  COMPANY,  Northbrook,  IL 
ALUMINUM  COMPANY  OF  AMERICA  and  ALCOA 

foundation,  Pittsburgh,  PA 

ATLANTIC  RICHFIELD  COMPANY,  LOS  Angeles,  CA 

cbs  inc.,  New  York  City 

CORNING  GLASS  WORKS  and  CORNING  GLASS 

works  foundation,  Corning,  NY 
exxon  corporation,  New  York  City 
flanigan'S,  Rochester,  NY 

HANES  DYE  AND  FINISHING  COMPANY, 

Winston-Salem,  NC 

INTERNATIONAL  BUSINESS  MACHINES 

corporation,  Armonk,  NY 

INTERNATIONAL  TELEPHONE  &  TELEGRAPH 

corporation,  New  York  City 
mobil  corporation  and 

mobil  foundation,  inc.,  New  York  City 
monsanto  company,  St.  Louis,  MO 
ncnb  corporation,  Charlotte,  NC 
philip  morris  inc:,  New  York  City 
rca  corporation,  New  York  City 

R.J.  REYNOLDS  INDUSTRIES,  INC., 

Winston-Salem,  NC 
the  rouse  company,  Columbia,  MD 

SOUTHEAST  BANKING  CORPORATION,  Miami,  FL 

springs  mills,  inc.,  Fort  Mill,  SC 
e.r.  squibb  &  sons,  inc.,  Princeton,  NJ 
xerox  corporation,  Stamford,  CT 


1978  AWARD /ARTIST:  ALICE  NEEL 


Q1 


An  electronically  controlled 
dye  process  helps  put  new  green 

into  Coronet's  growth. 


On  the  surface,  Coronet  Industries  is  1,169  style  and 
color  combinations  of  carpet.  Underneath  that  broad 
spectrum  lies  sophisticated  manufacturing  technology.  y  i 

For  example,  if  a  Coronet  design  calls  W^t^      «  j£  J 
for  a  subtle  multi-colored  effect,  "Multi-Tak"  is  used.  In         /*' \ 

Multi-Tak"  is  an  electronically  controlledJB^^^rJ 
continuous  dyeing  process  that  helps  create  the  distinctive  -M 
Coronet  "look  "  for  styling  leadership.  WkM 
Since  it  joined  RCA,  Coronet's 
sales  growth  has  made  it  one  of  the  largest  '  fiAij^ 
carpet  manufacturers  in  the  world. 
In  1978,  Coronet  Industries  set  new  sales 
and  earnings  records. 
From  Coronet  carpet  to  aircraft  color  radar  systems,  from 

phonograph  records  and  tape  to  weather  satellites, 
RCA  is  dedicated  to  innovation,  guality  and  steady  growth. 

■'  *   ■  @19?$W^  Corporation  .  - 


Is  */  % 


Faces 

Behind  The  Figures 


ng  capital.  For  Chicago,  that  means  475 
tew  jobs.  And  for  American  Pouch  Food, 
t  means  a  shot  at  the  big  time  in  supply- 
ng  the  institutional  feeding  market  in 
he  company  of  the  likes  of  ITT  and 
)scar  Mayer.  And  maybe  a  little  less 
leartburn  for  soldiers? 

Realism  first 

usan  King,  39-year-old  head  of  the  Con- 
umer  Product  Safety  Commission,  is 
omething  of  a  moderate  among  con- 
umer  activists.  Sure,  she  wants  products 
3  be  safe,  but  she  is  against  wasting 
ime,  effort  or  money  to  protect  our- 
elves  from  ourselves. 

Take,  for  example,  her  realistic  stand 
n  skateboard  accidents:  "The  problem 

behavioral."  Since  her  engineers  could 
nd  no  deficiency  in  the  design  of  the 
<ateboard,  she  has  instead  started  an 
iucational  campaign  about  safe  use  for 
arents  and  kids. 

In  the  six  years  before  King  took  over 
June  1978,  the  CPSC  had  875  employ- 
es, an  average  $39  million-a-year  bud- 
it,  and  a  reputation  as  a  do-nothing 


free  telephone  lines  to  their  consumer 
departments  to  hear,  and  presumably  act 
upon,  consumer  complaints. 

King,  a  Phi  Beta  Kappa  graduate  of 
Duke  with  a  degree  in  political  science, 
has  also  finally  developed  some  guide- 
lines for  power  lawn  mowers — an  issue 
the  CPSC  has  diddled  with  for  years. 
Previous  administrators  had  worried 
over  noise  and  the  problem  of  thrown 
objects  from  lawn  mowers.  Instead,  King 
again  took  the  direct  approach,  concen- 
trating on  the  blades  and  preventing 
their  accidental  contact  with  human 
flesh.  "Blade  contact  injuries  account  for 
most  of  the  76,000  injuries  and  13,000 
amputations  reported  each  year,"  she 
says.  "We've  stopped  trying  to  design  the 
perfect  lawn  mower." 

Another  example  of  the  direct  ap- 
proach came  earlier  this  year  when  the 
commission  persuaded  1 1  manufacturers 
to  correct  defects  in  10  million  hair  dry- 
ers just  60  days  after  a  local  television 
station  discovered  they  spewed  asbestos 
at  dry-look  devotees. 

The  25  or  so  potential  hazards  current- 
ly under  scrutiny  include  aluminum  elec- 
trical wiring,  cellulose  home  insulation 
and  the  largest  cause  of  electrocution  in 
the  country  last  year,  CB  radio  antennas, 
which  caused  more  than  200  deaths.  The 
CPSC  chooses  hazards  by  number  of  peo- 
ple affected,  the  nature  of  the  unforesee- 
able risk,  frequency  of  exposure  and  the 
relative  cost  versus  benefit  to  the  con- 
sumer. "But,"  admits  King,  "cost  benefit 


YH  Qi '      Consumer  Product  Safely  Commission 
me  £  ir:  ie.s  it's  the  consumer  who  is  the  hazard. 


;ncy.  It  turned  out  a  total  of  23  regula- 
rs in  that  time.  In  the  one  year  under 

6'2"  Georgian,  things  have  changed. 
?ut  the  marketplace  has  changed,  too, 

admits.  Companies  are  more  likely 
police  themselves  these  days,  says 
lg,  motivated  perhaps  as  much  by  the 
;cter  of  product  liability  suits  as  by 
lsumer  demand.  Some  even  have  toll- 


statistics  are  only  as  good  as  the  person 
making  them  wants  them  to  be. 

"With  10,000  products  to  monitor," 
she  says,  "and  our  limited  resources,  we 
obviously  can't  police  the  entire  market- 
place." That  has  been  obvious  for  years, 
but  it's  refreshing  to  know  there's  at 
least  one  bureaucrat  who  realizes  it. 


Blakeley  of  Cabot,  Cabot  &  Forbes 

Those  upended  shoeboxes  have  to  go. 

The  sleeper 

The  old  real  estate  maxim — that  the 
three  most  important  things  about  a 
property  are  location,  location  and  loca- 
tion— doesn't  work  in  down  markets, 
says  Gerald  W.  Blakeley  Jr.,  58,  chairman 
of  Cabot,  Cabot  and  Forbes  Co.,  a  Bos- 
ton-based national  real  estate  developer. 

"When  there's  a  glut  of  product  in  the 
market,"  he  says,  "it's  the  product  in  the 
right  location  and  the  best  quality  that 
really  sells."  Blakeley  ought  to  know:  He 
had  to  sell  hundreds  of  millions  of  dollars 
worth  of  property  in  1976  when  CC&F's 
bankers  were  baying  at  its  heels;  in 
many  cases  it  had  to  unload  choice  prop- 
erties at  low  prices. 

As  an  example  of  what  he  means  when 
he  talks  of  "quality,"  Blakeley  points  to 
CC&F's  latest  building,  an  11-sided,  38- 
story  office  tower  at  the  edge  of  Boston's 
booming  restoration  area,  Quincy  Mar- 
ket. "A  corner  office  is  a  sign  of  seniority 
or  rank,"  he  points  out.  "So,  we  try  to 
provide  as  many  corners  as  we  can" — 1 1 
of  them  on  every  floor. 

But  it  was  not  just  power-seeking  ex- 
ecutives that  inspired  the  design.  "I've 
been  fuming  for  years  about  what  I  call 
the  upended  shoebox.  These  square  or 
rectangular  buildings  that  have  absolute- 
ly no  character  and  do  nothing  to  en- 
hance the  liveabihty  of  the  city." 

One  of  the  greatest  offenders  of  that 
sensibility,  he  says,  is  Washington,  D.C., 
where  Cabot,  Cabot  and  Forbes  is  put- 
ting up  a  585,000-square-foot  building  on 
a  $9.8  million  site  four  blocks  from  the 
White  House.  "We're  going  to  have  an 
atrium  that  will  go  the  full  height  of  the 
building  with  full-size  trees.  It's  a  50,000- 
square-foot  site,"  he  says,  "and  is  much 
larger  than  most  Washington  sites.  This 
way,  even  the  inside  offices  will  get  sun- 
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light  since  they'll  face  out  on  the  atri- 
um." Trees  inside  and  out  are  a  relatively 
new  kick  for  Blakeley.  He  got  the  idea 
recently  while  on  a  trip  to  China  where 
billions  of  trees  have  been  planted  since 
liberation,  he  says.  He  is  now  starting  a 
tree  planting  campaign  in  Boston. 

With  recession  anticipated  this  year, 
Blakeley  has  been  trying  to  plant  some 
financial  security  for  CC&.F.  "We're 
staying  liquid  and  not  taking  too  many 
gambles,"  he  says.  "We're  not  borrowing 
at  high  interest  rates.  I  feel  worlds  better 
now,  and  I  sleep  nights."  Dreaming  of 
atriums,  corner  offices  and  high  cash 
flow  no  doubt. 

A  sandstorm  of  spending 

When  Akram  Ojjeh,  61,  bought  the  re- 
markable collection  of  18th-century 
French  furniture  from  art  dealer  Daniel 
Wildenstein  in  late  1977,  his  purpose 
was  to  refurnish  the  first-class  state- 
rooms and  salons  of  the  France,  the 
66,000-ton  liner  his  Luxembourg-char- 
tered Techniques  d'Avant  Garde  had 
just  bought  for  $16.5  million  (cost  when 
built  in  1960:  more  than  $100  million). 
But  that  noble  plan  never  came  off 


Ojjeh  of  Techniques  d'Ainni  Garde 
Next  time,  he'll  ask  the  experts  first. 

because,  it  seems,  experts  warned  Ojjeh 
that  the  sea  air  would  destroy  the  deli- 
cate inlaid  and  ormolu  pieces.  Ojjeh  has 
plenty  of  dandy  furniture  already,  so  late 
in  June,  the  Wildenstein  collection  went 
under  the  hammer  at  Sotheby  Park  Ber- 
net's  Monte  Carlo  auction  gallery.  Ojjeh 
reportedly  paid  $14  million  for  the  collec- 
tion, although  one  aide  says  that  esti- 


mate is  "too  high."  Even  so,  it  may  be 
that  the  $10  million  or  so  the  sale  is 
expected  to  gross  will  fall  short  of  costs. 

It's  not  that  the  wolf  will  be  at  the 
door — Ojjeh's  net  worth  has  been  esti- 
mated as  high  as  $2  billion.  Whatever  he 
really  has,  it's  a  lot  more  than  he  began 
with.  Born  in  Syria,  he  was  eight  when 
his  father  died  and  his  mother  had  to 
support  her  four  children  as  a  seamstress. 
The  family  drifted  to  Damascus,  then 
across  the  Lebanese  border  to  Beirut, 
meanwhile  changing  their  name  from 
Ajjah  (Arabic  for  sandstorm)  to  the  more 
sophisticated — to  Arab  ears — Ojjeh. 

In  Beirut,  the  apt  young  Muslim  at- 
tracted the  attention  of  the  French 
monks  who  ran  his  school.  He  was 
picked  for  a  tuition  grant  and  then  a 
scholarship  to  Paris  in  1938.  At  first  he 
studied  physical  education  and  worked 
as  a  swimming  coach  at  the  swank  Beau 
Rivage  Hotel  in  Nice.  Then  he  switched 
to  law.  Soon  he  was  running  a  trading 
company  centered  in  Paris,  Beirut  and 
Damascus.  That  was  when  he  was  dis- 
covered again — by  the  Saudi  royal  fam- 
ily, who  were  looking  for  intermediaries 
to  handle  their  business  interests. 

The  first  deal  went  well,  and  before 
long  Ojjeh  had  become  the  leading  mid- 
dleman in  the  arms  trade  between 
France  and  Saudi  Arabia.  Presumably  it 
was  the  commissions  from  that  trade 
that  brought  him  his  reputed  fortune. 

Whether  for  himself  or  for  shadowy 
backers,  Ojjeh  has  been  making  a  big 
spending  splash  in  the  last  couple  of 
years.  Starting  with  the  France,  which 
has  been  laid  up  for  six  years,  his  known 
deals  have  included  $46  million  for  25% 
of  a  telephone  cable  manufacturer,  $5 
million  for  44%  of  a  French  domestic 
airline  and  nearly  $500  million  for  busi- 
ness jet  aircraft — 60  Breguet-Dassault 
Falcons  and  35  Canadair  Challengers — 
probably  for  well-heeled  Middle  Eastern- 
ers who  don't  like  to  fly  commercial. 

Tall  story 

The  speedy  decision  in  May  by  Mitsui 
Real  Estate  Development  Co.  Ltd. — fa- 
pan's  largest  general  real  estate  com- 
pany— to  buy  Los  Angeles'  Crocker  Bank 
Building  for  $79  million  in  cash  may  be 
one  of  real  estate's  tallest  stories  this  year. 

When  Crocker  built  its  42-story  build- 
ing in  1968  and  for  a  few  years  afterward, 
it  was  the  Los  Angeles  skyline.  "You 
would  have  thought,  'Here's  a  contented 
animal,'  "  says  John  C.  Cushman  HI  of 
Cushman  Realty,  who  approached 
Crocker  with  the  idea  that  if  they  leased 
space  in  a  projected  plaza,  Cushman 
could  name  it  Crocker  Center  and  make 
it  the  second  tallest  building  in  Los  An- 
geles. Crocker  thus  would  regain  the  sky- 
line prominence  it  lost  when  taller  new 
buildings  surpassed  its  "old"  skyscraper. 
"The  ego  factor  plays  an  enormous  role 


Kakiage  of  Mitsui  Real  Estate 
The  deal  goes  to  the  swift. 


in  real  estate,"  Cushman  enthuses. 

But  Crocker  said  it  would  move  intc 
the  new  plaza  only  if  Cushman  could  ge 
a  good  price  for  the  old  building,  withir 
30  days.  And  in  cash. 

Cushman  took  the  offer  to  Masatosh) 
Kakiage,  34,  head  man  of  Mitsui's  U.Sj 
real  estate  operation.  The  Japanese,  sed 
ond  only  to  the  Chinese  for  labored  anal 
yses  of  business  transactions,  were  ura 
likely  candidates  for  a  deal  with  such  i 
short  fuse.  But  Kakiage  spotted  a  winne 
from  the  start.  "For  a  long  time  we  haj 
been  looking  for  buildings  in  downtowi 
L.A.  We  knew  the  buildings;  that's  whj 
we  were  familiar  with  the  market,"  Ka 
kiage  says  with  characteristic  Japanesj 
understatement.  He  pored  over  exteri 
sive  computer  analyses  of  the  tenand 
and  leases  and  telexed  the  informatioi 
back  to  Tokyo  every  night. 

Within  20  days  the  decision  arrived- 
lightning  speed  by  Japanese  standards 
Mitsui  would  buy  the  building.  "Thi 
kind  of  speed  has  probably  never  beej 
done  in  any  kind  of  major  transaction 
with  the  Japanese,"  Cushman  says. 

With  high  land  prices  in  Japan  and 
good,  low  dollar  rate,  Kakiage  sees  th 
building  as  an  excellent  hedge  againa 
rising  Japanese  inflation.  The  prestige  cj 
owning  a  large,  well-known  skyscrape 
with  impressive  tenants — especially  on) 
that  might  be  called  the  Mitsui  Build 
ing — appeals  to  Mitsui.  Kakiage  has  hi 
eye  on  other  buildings  in  Los  Angele 
and  New  York,  and  the  realty  trade  ii 
positively  drooling. 
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Hitchin  has  witnessed  centuries  of  history. 

Now  its  making  some. 


Last  year,  not  far  from  the 
heart  of  historic  London, 
everyday  phone  calls  began 
to  follow  a  remarkable  new 
route. 

Instead  of  telephone  wires, 
the  calls  were  sent  on  beams 
of  light— over  hair-thin  threads 
of  glass  called  optical  fibers 

This  was  no  laboratory 
experiment.  The  6-mile-long 
optical  fiber  system  was 
created  by  the  people  of  ITT 


to  handle  regular,  everyday 
phone  calls.  (If  you  were  to 
make  a  call  between  Hitchin 
and  Stevenage,  your  call 
would  very  likely  go  this  way.) 

Why  try  to  send  phone  calls 
any  way  but  by  wire? 

Because  telephone  systems 
are  carrying  more  and  more 
information  nowadays.  Not 
only  phone  calls,  but  televi- 
sion and  computer  data  of  all 
kinds. 


And  for  good  technical  and 
economic  reasons,  optical 
fibers  will  let  telephone  com- 
panies handle  this  ever-grow- 
ing traffic,  without  continually 
adding  more  and  more  tele- 
phone lines. 

Lots  of  people  have  been 
saying  that  for  reasons  like 
this,  optical  fibers  are  the 
wave  of  the  future. 

For  the  people  of  Hitchin, 
they're  already  here. 


The  best  ideas  are  the         I  I 
ideas  that  help  people.  JL  JL.«JL 
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Listed  below  are  the 
a;or  investment  banking  farms 
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When  EFHutton  talks, 
people  listen. 
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Why  shoot  the 
piano  player? 


ttacking  President  Jimmy  Carter  has 
most  become  a  substitute  for  thought 
pong  wide  segments  of  the  American 
Ublic.  A  New  York  taxi  driver,  grousing 
pout  $l-a-gallon  gasoline  and  blithely 
smissing  everything  he  has  been  see- 
[g  and  reading  about  Iran  and  OPEC, 
lames  the  whole  thing  on  "that  god- 
[mned  Carter."  Okay,  we  all  know 
[out  Manhattan  cabbies,  but  at  a  mid- 
estern  college  commencement,  the 
ell-educated  president  of  the  graduating 
inior  class,  apparently  ignorant  of  the 

t  that  our  economy  has  produced  9.6 
lllion  new  jobs  in  the  last  three  years, 

mmiserates  with  his  well-fed  class- 
ates  at  having  to  go  out  into  the  world 
p  a  time  of  turmoil,  high  unemploy- 
ent  and  weakness  in  the  White 
mse."  Even  some  of  the  Carter  team 


seem  to  have  caught  the  dark  mood. 
"What  are  you  writing,  fiction?"  an  Ad- 
ministration official  cracked  when 
Forbes  asked  him  to  list  Carter's  good 
economic  moves. 

The  fact  is  that,  in  spite  of  inflation, 
Iranians,  radioactive  nuclear  leaks  and 
grounded  DC- 10s,  most  of  us  never  had 
it  so  good.  Some  very  thoughtful  people, 
therefore,  are  willing  to  give  Carter  a  fair 
measure  of  credit,  at  least  on  the  eco- 
nomic scoreboard. 

Reginald  H.  Jones,  chairman  of  Gener- 
al Electric  Co.,  gives  Carter  stars  for  his 
anti-inflation  effort.  "He  has  made  a  real 
effort  to  control  government  spending 
and  reduce  inflationary  pressures."  He 
goes  on  to  rejoice  that  these  efforts  at 
restraint,  including  those  of  the  Federal 
Reserve  Board,  probably  influenced  by 


the  Administration,  "weren't  at  a  pace 
to  catapult  us  into  recession." 

"Stick  to  it,"  urges  General  Motors 
Chairman  Thomas  A.  Murphy.  "I 
haven't  heard  anybody  come  up  with 
anything  better  than  mild  fiscal  restraint 
and  voluntary  controls.  If  we  stick  to  it 
we  can  handle  the  problem." 

President  Carter  said  he  wouldn't  try 
to  cure  inflation  with  massive  unem- 
ployment but  would  show  restraint,  says 
Robert  W.  Hartman,  senior  fellow  in  eco- 
nomics at  the  Brookings  Institution. 
"That  is  the  policy  they  pursued,  and  on 
the  management  side,  on  the  whole,  I 
don't  think  you  can  find  fault." 

The  next  witness  for  the  defense  is 
admittedly  a  bit  suspect,  because  he  was 
one  of  the  President's  first  backers.  Still, 
Lawrence  Klein,  the  noted  Wharton 
School  economist,  could  distance  him- 
self from  Carter  if  he  wanted;  Klein  has 
played  almost  no  part  in  Carter  Adminis- 
tration economics.  Yet  Klein  credits  Car- 
ter with  pushing  the  federal  deficit  from 
$60  billion  a  year  down  toward  $20  bil- 
lion; getting  unemployment  down  from 
8%  to  6%,  and  bringing  the  ratio  of  fed- 
eral spending  to  GNP  down  a  point.  The 
question  on  Carter's  economic  policy, 
says  Klein,  is:  "Does  it  have  a  plausible 
chance  of  success"  in  controlling  infla- 
tion without  causing  a  major  recession? 
His  answer:  "Yes." 

Let's  examine  some  of  the  charges 
against  Carter.  True,  he  started  wrong  by 


Looking  at 
the  record 


Unemployment  rate 


Employment  level  (Smiiiions) 


8% 


It's  fun  to  blame  Carter  for  every- 
thing from  raging  inflation  to  im- 
pending recession.  But  which  presi- 
dents turned  to  the  printing  press  to 
'pay  for  both  guns  and  butter? 
Whose  economists  thought  they 
ould  "fine  tune"  their  way  out  of 
recession?  Who  believed  the  answer 
to  all  problems  was  more  rule-writ- 
bureaucrats?  And  who  will  make 
e  case  that  Carter  was  wrong  to 
lice  the  deficit  and  wage  the  good 
t  for  deregulation? 


c 
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stimulating  the  economy  when  he  ought 
to  have  restrained  it;  but  he  had  plenty  of 
precedent — Nixon,  for  example — in  that. 
There  were  the  inflationary  concessions 
to  the  farm  lobby  and  the  steel  industry 
and  pressure  on  the  coal  industry  to  set- 
tle its  strike  at  any  price.  "None  of  them 
caused  irreparable  damage,  but  together 
they  added  to  the  problem,"  says  Brook- 
ings' Hartman.  "They  are  reversible." 

Another  major  criticism  is  that  he 
changes  direction  too  often  and  is  failing 
to  sell  his  program  to  the  citizenry  and 
the  Congress.  "It's  really  not  too  clear 
what  the  number-one  priorities  are  each 
day,"  says  an  Administration  aide.  "It's 
difficult  to  know  which  is  the  current 
buzzword:  inflation,  energy  or  environ- 
ment." The  fact  is,  however,  that  all 
three  are  issues  of  long  standing;  if  the 
President  vacillates,  so  does  the  nation. 
We  all  want  instant  stable  prices,  cheap 
energy  and  clean  air.  All  at  once.  Right 
now.  Instant  gratification.  But  these 
problems  weren't  created  in  a  single 
presidential  term  and  they  aren't  going 
to  be  dealt  with  in  a  single  presidential 
term.  It's  only  in  the  last  few  months — 
and  only  after  Proposition  13 — that  the 
Congress  has  begun  taking  budget-cut- 
ting seriously. 

And  of  course  he  had  a  hard  time  win- 
ning support.  Even  Santa  Claus  would 
have  trouble  selling  sacrifice  to  a  people 
who  heat  their  shaving  cream  with  elec- 
tric warmers  and  chop  their  vegetables 
with  Cuisinarts.  Carter  is  making  some 
difficult  decisions:  Oil  decontrol  was  the 
toughest.  There  were  also  the  moves  to 
end  import  quotas  on  specialty  steel;  to 
take  more  lumber  from  the  national  for- 
ests; to  allow  more  octane-boosting  addi- 
tives in  gasoline  (lowering  costs  and  sav- 
ing fuel),  easing  some  coal-burning  re- 
strictions. The  tightening  of  the 
economic  advisory  group  under  Treasury 
Secretary  Blumenthal  also  is  a  plus. 


There's  more  going  on  in  the  economy 
than  the  lines  at  the  gasoline  pump.  The 
sharp  drop  in  the  jobless  rate  and,  .more 
important,  the  enormous  job  growth  (3 
million  jobs  added  in  1977,  4  million 
more  in  1978)  were  key  in  absorbing  the 
women  and  younger  Americans  pouring 
into  the  labor  force.  To  deal  with  the 
nagging  problem  of  black  unemploy- 
ment, particularly  black  youth,  Carter 
ran  the  payroll  slot  program  (CETA)  up  to 
700,000  and  threw  $1.5  billion  into  spe- 
cial youth  programs.  To  his  credit,  how- 
ever, he  is  chopping  the  CETA  rolls  back 
to  500,000  and  asking  that  private  busi- 
ness become  involved  again. 

The  job  side  may  even  be  stronger 
than  the  5.8%  unemployment  figure 
shows.  Peter  Gutmann,  professor  at  Ba- 
ruch  College  of  the  City  University  of 
New  York,  estimates  the  5.8%  rate  is 
overstated  by  a  fourth.  "Put  bluntly, 
plenty  of  respondents  [who  say  they  are 
looking  for  jobs]  lie,-  they  lie  consistently 
and  they  lie  with  good  reason."  Some- 
times they  are  working,  but  "off  the 
books"  and  don't  want  to  admit  it.  Wel- 
fare programs  often  insist  recipients  look 
for  work,  which  really  means  say  they  are 
looking  for  work. 

"Employment  today  is  as  close  to  full 
as  we've  been,"  says  Murphy  of  GM. 
Even  when  workers  do  lose  jobs  there  are 
mechanisms — company  layoff  pay,  un- 
employment compensation,  food 
stamps — that  ease  the  hardship.  Should 
the  jobless  total  grow,  his  advice  is  still 
"keep  on  that  course,  steady  as  she 
goes."  His  fear:  "They  could  throw  the 
stimulants  back  in  and  compound  the 
[inflation]  problem." 

An  old  Carter  adviser  says  the  eco- 
nomic third  quarter  will  be  poor,  and 
there  is  a  possibility  of  a  fourth-quarter 
strike  against  GM,  a  strike  big  enough  to 
skew  the  figures,  make  it  look  like  a  deep 
recession.  Such  a  recession,  or  even  po- 


litical panic  in  the  spring  of  next  year,  ai 
election  year,  could  bring  on  the  tempta 
tion  to  abandon  the  policy  of  restraint 
"Here's  the  advice  that's  been  given  u 
Carter,"  the  adviser  says:  "  'Don't  chick) 
en  out  on  a  strike.  Wait  it  out.  And  on 
the  economy,  don't  give  in  to  every  ba< 
sign.  Be  gutsy.'  " 

Successes  on  the  regulatory  front  arj 
harder  to  see,  but  they  are  there.  Airlinj 
deregulation  was  a  victory.  A  start  ii 
being  made  in  trucking.  It  may  fail,  buj 
the  fight  is  beginning.  Within  the  agenj 
cies  there  are  signs  that  the  economy 
effect  of  rulemaking  is  finally  being  coru 
sidered.  The  head  of  the  Environments 
Protection  Agency,  for  example,  is  jus 
starting  to  get  together  with  the  federa 
auto  safety  regulators  to  try  to  under} 
stand  just  how  they've  been  affecting  th< 
industry.  "It's  a  long  slow  process,  buj 
it's  starting,"  says  an  official. 

Certainly  the  defense  of  the  dollar,  aru 
nounced  last  fall,  has  been  a  success.  Th« 
calculation  by  currency  speculators  tha 
others  in  the  world  are  going  to  be  worsj 
off  than  the  U.S.  as  oil  prices  soar,  and 
will  need  more  dollars  to  pay  the  oil  bill 
helped,  but  had  the  dollar  continued  to 
fall,  Carter  would  have  been  blamed  fo 
that.  Shouldn't  he  then  be  given  somi 
credit  for  the  dollar's  new  strength? 

"This  is  the  most  restrained  and  con 
stncted  presidency  in  history  following 
the  so-called  imperial  presidencies,"  sayi 
GE's  savvy  Reg  lones  (meaning,  Cartel 
has  less  power  than  his  predecessors,  and 
don't  look  to  the  White  House  for  mil 
acles).  Our  point  is  simply  this:  If  we  art 
going  to  blame  Carter  for  inflation,  gasq 
line  shortages,  high  interest  rates  and  thj 
lousy  stock  market,  shouldn't  we  alsl 
credit  him  with  fat  dividend  checks,  red 
ord  high  employment,  cheaper  airhnq 
fares  and  a  general  level  of  economu 
well-being  without  parallel  in  the  historj 
of  the  world?  — Jerry  Flint 


Budget  deficits  ($buiions) 


Inflation  rate  (CPi) 


Gross  national  product  (gbUUonj 
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•72    '73    '74    "75   '76    -77    '78    '79*  '80t 

•  Estimate     t  Administratiiv  goal 


2.300 


2,100 


1.900 


1,700 


1,500 


1,300 


•72    -73     "74     '75  '76 

"  Present  rate  annualized 


•72  '73 

"  Estimate 


•74     '75     '76     '77  '78 

t  In  constant  (1972)  dollars 
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DIVIDENDS  PAID 

(Per  common  share) 


$1.60 


•  A  worldwide  reputation  built  on  pioneering  technology  in  the  fastener  industry  -  from  the 
original  Bostitch  desk  stapler  to  the  latest  pneumatic  nailing  equipment  for  the  construction 
industry. 

•  A  constant  drive  to  develop  new  markets.  Bostitch  products  serve  industries  as  varied 
as  automaking,  office  products,  furniture  manufacturing,  even  boat-building. 

•  A  sales  and  service  organization  that  solves  customer  problems  by  emphasizing  consul- 
tation and  feedback. 

These  strengths  make  Bostitch  Textron's  kind  of  com- 
pany. Together  with  basic  advantages  that  Textron  Divi- 
sions enjoy:  manageable  size. . .  recognized  market  posi- 
tions..  .  sound  technology. . .  experienced  management. . . 
solid  growth  records. 

We'd  want  to  invest  in  these  companies,  if  we  didn't  al- 
ready own  them.  Because  their  continuing  performance 
fuels  our  growth.  It  has  enabled  us  to  increase  our  divi- 
dends by  63  percent  in  the  last  six  years. 

For  more  information,  write  Textron  Inc.,  Providence, 
Rhode  Island  02903. 

1973  74  75  76  77 
*The  annual  dividend  rate  was  increased  to 
$1  80  effective  with  the  dividend  declared  in 
December  1978,  payable  April  1, 1979 


Ideas  well  managed 


TEXTRON 


C  Capital  Markets 


A  9% yield  may  not  beat  10%  inflation  but 
it  beats  doing  nothing  about  inflation.  • 

CONSIDER  THE 
ALTERNATIVES 


By  Ben  Weber  man 

I  "Why  should  I  buy 
an  8%  bond  when 
1  X    the  inflation  rate  is 

1  asked  that  question 

>$f  hundreds  of  times.  I 

)M  |  have  to  answer  that, 

itf    ~*tm0^^  trLlL''  '00^ed  at  that 

wK  JSjp^'l  I  way  Donds  carry  a 

^ — 2".,-  worse  it  you 
have  to  pay  taxes  on  the  interest. 

To  the  question,  "Isn't  it  terrible  to 
grow  old?"  we  all  know  the  standard 
answer:  "Consider  the  alternative." 
Okay,  consider  the  alternatives  to 
bonds.  Except  for  common  stocks  and 
real  estate,  there  are  no  markets  other 
than  the  bond  market  big  enough  to 
accommodate  all  the  would-be  inves- 
tors at  any  reasonable  price.  Real  es- 
tate is  already  scarily  high  and, 
though  common  stocks  are  pretty 
darn  cheap,  few  of  us  would  want  to 
put  all  of  our  money  into  stocks.  That 
leaves  bonds.  A  9%  bond  yield  may 
not  beat  10%  inflation,  but  it  beats 
doing  nothing  about  inflation.  Or  do- 
ing the  wrong  thing. 

I  firmly  believe  that  in  the  near 
future  we  are  going  to  see  both  lower 
interest  rates  and  a  lower  inflation 
rate.  If  so,  you  won't  see  yields  like 
those  of  the  present  again  soon.  So, 
don't  be  frightened  away  from  these 
attractive  yields  just  because  someone 
says  that  they  "don't  keep  you  ahead 
of  inflation."  What  does  on  any  scale 
and  with  any  consistency? 

Higher-income-bracket  individuals 
should  prefer  active,  easily  market- 
able tax-exempt  bonds.  Profit-sharing 
and  pension-fund  portfolios  that  are 
not  subject  to  income  taxes  on  inter- 
est or  capital  gain  are  best  served  by 
taking  positions  in  long-term  U.S. 
Treasury  issues. 


Ben  Weberman  is  economic*  editor  of  Forbes 
magazine. 


Those  who  want  the  highest  rat  :  of 
return  without  any  fear  of  credit  loss 
should  look  into  the  merits  of  Gov- 
ernment National  Mortgage  Associ- 
ation pass-through  pools.  These  carry 
the  full  faith  and  credit  of  the  U.S. 
government,  which  guarantees  inter- 
est and  principal  but  does  not  cover 
against  market  fluctuation. 

The  Bank  of  America  has  been 
bringing  to  market  on  a  regular  basis 
pools  of  mortgages  from  its  own  port- 
folio, selling  mortgages  to  a  trustee 
who  manages  the  debt  obligation  for 
investors.  The  mortgage  securities  are 
sold  through  investment  bankers. 
These  are  not  quite  as  high  quality  as 
the  federal  government's  and  carry  no 
BofA  guarantee,  but  they  do  have  pri- 
vate insurance  against  default. 

If  you  are  shooting  for  high  return 
with  light  risk,  the  Bank  of  America 
mortgage  pools  pay  10.40%,  with 
monthly  payments,  or  10.65%  when 
equated  to  semiannual  bond  interest. 

Since  mid-May  the  bond  market 
has  been  rallying  strongly  as  an  in- 
creasing number  of  investors,  who 
have  been  holding  to  the  sidelines 
with  very  short-term  paper,  have 
rushed  to  take  positions.  As  the  econ- 
omy heads  into  correction,  inflation 
will  be  moderating  and  interest  rates 
will  be  coming  down.  Declining  inter- 
est rates  mean  higher  prices  on  out- 
standing fixed-income  issues. 

Post-World  War  II  recessions  have 
been  preceded  by  a  narrowing  of  the 
yield  differential  between  short-term 
and  long-term  interest  rates.  Short- 
term  yields  move  higher  than  long- 
term  rates  of  return— the  opposite  of 
the  usual  pattern — when  monetary 
authorities  are  trying  to  slow  business 
activity  or  when  credit  demands  are 
very  large. 

In  the  present  environment,  three- 
month  Treasury  bills  carry  a  yield  of 
about  9.5%  and  long-term  Treasury 
bonds  yield  about  9% — a  decided  in- 
version of  the  normal  relationship. 
This  is  called  a  "negative"  curve. 
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The  yield  curve  turned  negative 
four  times  in  the  postwar  period,  each 
occasion  followed  by  a  peaking  of  the  | 
business  cycle  and  of  interest  ratios  j 
within  four  to  six  months.  A  fifth 
development  of  a  negative  yield  curve 
started  in  January  1966  and  was  fol- 
lowed by  a  short  recession  nine 
months  later.  In  short,  a  negative 
curve  is  a  sure  sign  that  interest  rates 
are  close  to  topping  out. 

Using  Aaa-rated  corporate  bonds 
and  three-to-six-month  commercial 
paper  for  his  studies  of  the  yield  differ- 
ential, Frank  Mastrapasqua,  econo- 
mist with  L.F.  Rothschild,  Unterberg, 
Towbin,  pointed  out  that  the  spread  I 
turned  negative  in  November  1978. 
Now  a  reversal  to  the  more  usual  | 
shape — short-term  rates  lower  than 
long-term  rates — is  overdue.  Thus,  he 
adds,  a  peak  in  interest  rates  may 
already  have  been  achieved  or  is  close 
at  hand.  This  normally  occurs  about 
the  same  time  that  the  cyclical  peak 
in  the  economy  has  been  made. 

Looking  back,  it  is  apparent  that 
the  business  peak  passed  in  Decem- 
ber-January and  that  money-market 
interest  rates  may  also  have  hit  their 
highs  at  the  same  time.  Short-term 
interest  rates  probably  peaked  in  the 
first  week  of  January  (although  Trea- 
sury bill  rates  rose  contrary  to  the  rest 
of  the  market  in  May  when  foreign 
governments  were  in  the  process  of 
selling  $20  billion  out  of  their  re- 
serves). Long-term  rates  have  been 
coming  down  since  mid-May  as  insti- 
tutional investors  use  liquidity  re- 
serves to  pin  down  long-term  yields. 

A  word  about  Federal  Reserve  poli- 
cy is  in  order  here.  Chairman  G.  Wil- 
liam Miller  recently  told  a  group  of 
government  securities  dealers  that  he 
would  maintain  credit  restraint  for 
five  to  seven  years  because  it  would 
take  that  long  to  cure  the  economy  of 
its  inflationary  psychology.  Some  peo- 
ple jumped  to  conclusions  and  decided 
that  Bill  Miller  was  going  to  keep  in- 
terest rates  high  for  that  long.  That 
wasn't  what  he  meant.  As  the  con- 
sumer becomes  increasingly  worried 
about  .his  debt  burden  and  cuts  back 
his  purchases,  demand  for  credit  will 
dry  up.  Corporations  will  take  up 
some  but  not  all  of  the  slack.  As  the 
demand  drops,  the  Fed  will  keep  sop- 
ping up  some  of  the  excess  to  keep 
money  from  getting  too  easy,  but  not 
enough  to  keep  interest  rates  at  pres- 
ent levels.  We  won't  soon  see  4%  in- 
terest rates  again,  but  neither  are  9% 
government  bond  yields  and  1 1  Vi  % 
mortgages  here  to  stay.  ■ 
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You  don't  think  oil  is  part  of  our  business? 


Peoples  Gas  is  engaged  in  exploration  programs 
in  15  western  states,  Alaska  and  Canada. 

Six  years  ago,  Peoples  Gas  wasn't  even  in  the  oil  business. 
Today,  through  our  Harper  Oil  subsidiary,  we  hold  interests 
in  more  than  375,000  acres  located  in  15  of  the  lower  48 
states,  Alaska  and  the  province  of  Alberta.  And  we  are 
actively  pushing  exploration  programs  in  these  areas.  To 
reach  deeper  and  potentially  more  productive  basins,  our 
newest  rigs  have  deep-drilling  capabilities. 

Since  joining  us  in  1973,  Harper's  revenues  from  oil 
and  gas  earnings  have  more  than  tripled.  In  1978,  these 
revenues  totaled  $30  million. 

The  acquisition  of  Harper  Oil  is  another  example  of 
the  growth  of  Peoples  Gas  as  a  diversified  energy  company. 
And  this  versatility  enables  us  to  better  serve  our 
customers,  and  our  investors. 

Peoples  Gas  Company 

Managing  energy  is  our  business:  Natural  Gas  •  Oil  •  Coal 

Exploration  •  Production  -  Transmission  •  Storage  •  Distribution  •  Mining  •  Marketing 


Stock  ( Comment 


It  is  premature  to  commit  reserves.  We 
dont  even  have  a  clear  consensus  on 
whether  the  recession  has  actually  begun. 

WHAT  HAVE 
WE  HERE? 


By  Heinz  H.  Biel 


As  this  is  written, 
the  worldwide  busi- 
ness picture  contin- 
ues to  deteriorate, 
but  Wall  Street  ral- 
lies. Except  for  some 
very  good  earnings 
and  optimistic  pro- 
jections for  the  bal- 
ance of  the  year, 
there  is  not  much 


reason  for  celebrating.  However,  un- 
told billions  are  sitting  on  the  side- 
lines in  Treasury  bills,  bank  CDs,  and 
the  like,  waiting  for  the  right  moment 
to  be  invested  in  stocks.  This  money 
tends  to  be  jumpy,  not  wanting  to 
miss  what  only  in  retrospect  can  be 
clearly  recognized  as  "the  right  mo- 
ment." Hence  those  sudden  rallies  ev- 
ery once  in  a  while. 

The  bond  market,  too,  has  had  a 
good  rally  for  somewhat  similar  rea- 
sons. The  experts  have  been  saying 
for  some  time  that  money  rates,  as 
well  as  long-term  interest  rates,  are  at 
or  near  their  peak.  Since  Fed  Chair- 
man Miller  is  so  obviously  reluctant 
to  attack  the  roots  of  inflation  by  re- 
stricting credit  and  also  by  making  it 
more  expensive,  this  may  well  be  the 
case.  Even  utility  stocks,  which  had 
been  hammered  down  by  the  com- 
bined effect  of  high  bond  yields,  the 
Three  Mile  Island  affair  and  Arthur 
Hailey's  Ofer/oad,  have  been  perking 
once  again,  rising  to  a  new  1979  high. 

Although  it  is  probably  safe  to  as- 
sume that  the  stock  market  will  fol- 
low precedents  and  make  its  low  long 
before  the  recession  (or  whatever  you 
want  to  call  it)  reaches  bottom,  I 
think  it  is  premature  to  commit  re- 
serves. We  don't  even  have  a  consen- 
sus, much  less  unanimity,  on  whether 
the  recession  has  actually  begun. 

The  whole  economic  scene  is  dis- 


Heinz  H  Biel  is  a  vice  president  of  fix  NYSE 
firm  offanney  Montgomery  Scott. 


torted  by  the  oil-price  explosion, 
which,  however,  seems  to  have  aided 
the  support  action  for  the  dollar.  The 
$6.13  billion  of  foreign  currency 
"swap  loans,"  incurred  last  Novem- 
ber, have  been  repaid  in  full,  and  in 
addition,  we  now  have  a  sizable  hoard 
of  deutsche  marks,  yen  and  Swiss 
francs.  For  us  this  is  good  news,  al- 
though it  would  have  been  better  if 
the  strength  of  the  dollar  had  been  the 
result  of  our  own  virtuous  conduct 
rather  than  of  a  rising  inflation  rate 
and  other  problems  in  Western  Eu- 
rope and  Japan.  It  goes  without  saying 
that  the  restoration  of  confidence  in 
the  dollar,  if  it  lasts,  will  tend  to  at- 
tract foreign  investors  and  thus  bene- 
fit our  stock  market. 

With  oil  prices  having  risen  to  un- 
dreamed-of levels,  it  is  not  surprising 
that  the  so-called  energy  stocks  lately 
have  been  in  the  limelight,  with  many 
of  the  major  oils  advancing  to  alltime 
highs.  But  the  real  action  is  in  stocks 
of  companies  that  are  exploring  and 
hoping  to  find  oil  and  gas  in  this  coun- 
try and  especially  in  Canada.  It  is  pos- 
sible, at  least  to  some  degree,  to  evalu- 
ate established  oil  companies  with 
proven  reserves,  production,  refining, 
marketing,  etc.  and  with  a  track  rec- 
ord of  earnings  and  dividends.  It's  en- 
tirely different  with  exploration  com- 
panies, where  the  only  limit  is  the 
imagination  (or  greed?)  of  the  specu- 
lating public.  Not  all  the  fond  hopes 
will  be  fulfilled.  The  best  values,  I  be- 
lieve, may  be  found  in  the  largely  do- 
mestic integrated  oil  companies  such 
as  Marathon  Oil,  Union  Oil,  Phillips  Pe- 
troleum and  Continental  Oil 

Few  large  companies  have  a  more 
discouraging  investment  record  than 
Western  Union  (23).  Although  it  has 
made  valiant  efforts  to  become  a  mod- 
ern communications  company,  this 
hasn't  paid  off  for  the  stockholder. 
Earnings  have  been  stagnant.  The 
dividend  rate  is  still  the  same  $1.40  a 
year  that  has  been  paid  since  1960, 
and  even  that  rate  is  too  high  in  rela- 
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tion  to  earnings  and  the  company's 
financial  needs.  The  stock's  perfor- 
mance can  only  be  termed  miserable. 
The  sole  visible  attraction  in  Western 
Union  is  that  the  dividend  is  treated 
as  a  return  of  capital  and  not  subject 
to  income  taxes. 

It  was  a  bit  surprising,  therefore,  to 
see  the  stock  emerging  from  obscurity 
and  rising  from  a  1978  low  of  14V2  to 
the  best  level  in  six  years.  This  can 
hardly  be  attributed  to  earnings.  The 
first  quarter  net  was  only  45  cents  a 
share,  down  from  56  cents  a  year  ago, 
and  the  prognosis  for  the  whole  year 
is  equally  uninspiring.  Could  it  be  that 
there  is  substance  to  rumors  that  a 
suitor  may  want  to  marry  the  old  girl? 
The  book  value  of  Western  Union  is 
$38  a  share.  But  why  would  anyone 
want  to  buy  into  a  situation  that  has 
been  so  hopelessly  stale  for  so  long? 

Teledyne's  Henry  Singleton  has 
found  another  company  in  which  to 
invest  his  surplus  funds.  One  of  Tele- 
dyne's  insurance  subsidiaries  acquired 
a  sizable  position  in  Studehaker-Worth- 
ington.  This  is  a  choice  with  which  I 
very  much  agree. 

Some  years  ago  I  wrote  about  Alco 
Standard  Corp.  (25),  a  rather  unusual 
agglomeration  of  scores  of  compara- 
tively small  companies  that  have  been 
acquired  over  the  years  (Forbes,  fan 
15,  1970).  To  the  best  of  my  knowl- 
edge there  were  no  "unfriendly"  take- 
overs. The  owners  of  these  companies 
sold  out  to  Alco  to  seek  shelter  under 
a  large  family  umbrella  and  to  become 
"partners." 

Strangely  enough,  this  concept 
worked  amazingly  well.  It  seems  that 
in  its  innumerable  acquisitions  Alco 
paid  fair,  but  not  excessive,  prices.  It 
also  endeavored  to  keep  the  old  man- 
agements, both  as  managers  and  as 
Alco  stockholders. 

Alco  is  a  big  company  now  with 
revenues  approaching  the  $2  billion 
mark.  In  spite  of  the  diversity  of  its 
operations,  the  company  has  succeed- 
ed in  earning  a  return  of  better  than 
20%  on  its  equity,  and  it  accom- 
plished this  without  unduly  leverag- 
ing its  capital  structure.  Per-share 
profits,  have  just  about  tripled  in  the 
past  decade.  They  are  likely  to  come 
close  to  $5  in  the  fiscal  year  ending  in 
September.  This  would  be  a  new  peak, 
of  course.  Dividend  payments  are  I 
keeping  pace  with  rising  earnings,  the 
present  rate  being  $1.40.  Selling  at 
approximately  book  value,  at  five 
times  current  earnings  and  yielding 
5.6%,  Alco  Standard  is  attractively 
priced  and  a  suitable  investment.  ■ 
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The  CPM  advan 


Anyone  can  play  the  cost-per-thousand,  game.  But  here's 
how  to  win  it. 

The  fact  is,  the  cpm's  for  television  and  magazines  have  been 
on  the  increase  for  the  past  few  years.  But  the  similarity 
stops  there. 

Since  1975,  magazine  cpm's  have  risen  less  than  the  24  percent 
rise  in  the  Consumer  Price  Index. 

On  the  other  hand,  television  cpm's  have  leaped  twice  as 
high  as  the  CPI. 

And  the  most  educated  estimates  in  the  industry  are 
predicting  that  the  cpm  increases  for  television  will  continue  to 
accelerate  at  a  much  faster  rate  than  the  cpm  increases  lor 
magazines.  Again  in  1979.  And  again  in  1980. 

1980  could,  in  fact,  prove  to  be  a  repeat  of  1976— the  year 
when  the  presidential  election  and  the  Olympics  drove 
television  cpm's  to  record  highs. 

So  if  you  felt  that  magazines  were  a  good  buy  in  1975,  keep 
two  points  in  mind.  They'll  be  twice  as  good  a  buy  in  1979. 
And  they'll  very  likely  be  an  even  better  buy  in  1980. 

Make  this  your  year  to  re-evaluate  the  balance  of  power 
between  television  and  magazines  in  your  media  planning. 
And  ask  the  MPA  for  an  IMS  computer  run  based  on 
the  Media  Imperatives'*  and  your  prospects,  your  data, 
your  dollars. 

Magazine  Publishers  Association,  Inc. 
575  Lexington  Avenue,  New  York,  N.Y.  10022.  (212)  752-0055 

^Simmons  Media  Studies     Source:  Medic  cost  guides:  BBDO,  Ted  Bates,  Ogilvy  &  Mather  {averaged). 
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Andrew  Rosenberger  has  retired,  but  only 
in  order  to  have  more  time  to  work. 

BACK  TO 
NATURE 


By  Thomas  P.  Murphy 

A    FEW    WEEKS  AGO 

the  Reverend  An- 
drew Rosenberger, 
60,  retired  from  his 
parish  at  the  Unitar- 
ian Church  of  Grot- 
on,  Mass.,  but  he 
was  not  exactly 
stopping  work.  For 
years,  you  see,  Rev- 
erend Rosenberger 
has  divided  his  life  between  the 
church  and  business — 20  hours  every 
week  for  the  church  and  40  for  the 
business,  "Jesus  was  a  carpenter,"  the 
reverend  reminded  me  quietly,  "and 
Paul  was  a  tentmaker." 

Rosenberger  is  in  the  natural  food 
business,  and  business  is  very  good. 
He  thinks  that  Woodfield  Farms,  Inc., 
his  family-owned  company,  will  do 
$50  million  within  a  few  years. 

It  is  not  there  yet.  In  fact,  Woodfield 
Farms  is  just  six  years  out  of  the  ga- 
rage phase  of  entrepreneurial  Amer- 
ica. The  company  was  started  in  1973 
by  Rosenberger's  son  Karl,  now  33, 
and  his  son-in-law,  Robert  Gustavson, 
42,  when  they  began  distributing  nat- 
ural snack  foods. 

However,  the  real  story  of  Reverend 
Rosenberger  and  the  natural  food 
business  has  deeper  roots  than  this 
implies.  It  began  with  his  father 
(whose  name  was  also  Andrew),  a 
Pennsylvania  Dutchman  living  in 
Boston,  who  suffered  a  severe  heart 
attack  in  the  early  1920s.  Doctors 
gave  him  months  or  at  most  a  few 
years  to  live,  but  the  senior  Rosen- 
berger was  stubborn  about  life.  He  re- 
membered hearing  a  lecture  years  be- 
fore, given  by  a  Dr.  Robert  G.  Jackson. 
Jackson,  too,  had  lost  his  health,  and 
finding  no  hope  in  his  own  healing 
art,  invented  a  new  way.  It  began  pa- 
thetically with  the  ailing  doctor  sup- 

T/x>mas  P.  Murphy  /.wads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn. 


ported  in  a  swimming  pool  by  his 
butler.  Within  a  few  years,  the  doc- 
tor— and  by  then  he  was  in  his  70s — 
was  barnstorming  the  country  with 
his  lectures  on  natural  foods  and  exer- 
cise. To  convince  his  audiences,  the 
septuagenarian  challenged  anybody  to 
do  more  push-ups  or  sit-ups.  And  he 
always  won. 

Because  conventional  medicine  of- 
fered no  hope,  the  senior  Rosenberger 
asked  Jackson  to  help.  Jackson  agreed, 
but  on  one  condition:  Rosenberger 
had  to  follow  the  Jackson  regimen  to 
the  letter.  He  did,  and  he  recovered 
his  health,  and  in  the  process  discov- 
ered a  business  as  well.  Even  in  the 
1920s  natural  foods  were  hard  to  find 
in  the  U.S.  Nearly  everything  on  the 
market  had  some  preservative,  color- 
ing agent  or  additive.  (Apricots,  for 
instance,  a  part  of  Jackson's  recom- 
mended diet,  were  treated  wth  sulfur 
dioxide  to  preserve  them  and  give 
them  a  nice,  orangy  color.) 

Rosenberger's  Boston  friends  were 
impressed  by  his  recovery  and  asked 
him  to  buy  natural  foods  for  them. 
That  effort  outgrew  the  family  kitch- 
en, so  Rosenberger  opened  a  natural 
food  store.  That  was  1925. 

Son. Andrew,  however,  had  no  in- 
tention of  going  into  business  and  no 
particular  interest  in  natural  foods  or 
exercise.  After  graduating  from  Har- 
vard Divinity  School,  he  took  a  small 
parish.  Then  its  old,  wooden  church 
burned  to  the  ground  and  in  the  hercu- 
lean effort  to  rebuild,  Andrew  Rosen- 
berger broke  his  own  health.  Ailing, 
and  with  a  small  parish  that  was  un- 
able to  support  his  family,  Reverend 
Andrew  Rosenberger  turned  to  his  fa- 
ther's natural  foods  and  began  work- 
ing, part  time,  for  the  family  business. 

In  the  1960s  and  1970s,  the  natural 
food  business  in  the  U.S.  boomed. 
And  the  Rosenberger  business 
boomed  with  it.  From  a  handful  of 
stores,  the  Rosenbergers'  chain  grew 
to  nearly  a  hundred  stores  that 
stocked  an  average  of  6,000  items. 


Controlling  this  sprawling  empire  be- 
came a  monumental  headache  for  the 
family.  What's  more,  with  the  natural 
food  trend  came  another  trend  in 
America  that  Reverend  Rosenberger 
found  distressing:  "There  was  hardly 
a  week,"  he  told  me  sadly,  "that  we 
didn't  have  to  fire  one  or  more  em- 
ployees for  stealing."  The  family 
gradually  sold  off  the  business. 

In  a  sense,  though,  Woodfield  Farms 
grew  out  of  that  business.  Stop  &. 
Shop,  a  New  England  supermarket 
chain,  asked  the  Rosenbergers  to  in- 
stall natural  food  departments  in  a 
dozen  of  its  stores.  It  was  an  experi- 
ment to  see  if  the  public  had  an  inter- 
est in  natural  foods  and  would  buy 
them  in  supermarkets.  A  large  gondo- 
la was  designed  in  the  shape  of  a  barn 
and  at  the  store's  urging,  over  a  hun- 
dred items  were  loaded  onto  the  gon- 
dola. It  was  a  flop.  While  a  few  items 
sold  well,  most  sold  scarcely  at  all. 

An  analysis  of  the  failure  revealed 
an  interesting  thing.  It  turned  out  that 
90%  of  the  sales  were  in  20%  of  the 
items.  It  was  the  snack  foods  that  had 
sold  well,  especially  something  called 
Power  Pack,  a  mixture  of  raw  sun- 
flower seeds,  dry-roasted  peanuts,  un- 
sulfured  raisins,  raw  cashews,  etc.  On 
the  other  hand,  the  old  natural  food 
staples  like  whole  grain  flour  stayed 
on  the  shelves. 

A  new  approach  was  tried.  Instead 
of  the  big  gondola,  a  simple  chrome- 
plated  rack  taking  little  floor  space 
was  tried.  It  had  only  snack  foods. 
That  worked.  Turnover  was  fast  so  it 
made  economic  sense  for  the  stores 
and  it  gave  Woodfield's  distributors 
the  chance  to  renew  stocks  regularly. 
Freshness  is  critical  in  natural  foods. 

The  family  liked  the  new  business. 
Unlike  the  old  retail-store  business, 
Woodfield  Farms  is  inherently  simple. 
The  company  buys  from  growers, 
mixes  and  packages  in  its  plant  in 
Needham,  Mass.  and  then  sells 
through  distributors  to  the  stores. 
With  growing  criticism  of  "junk 
food,"  Woodfield's  products  are  also 
turning  up  in  vending  machines  in 
schools,  and  even  Howard  Johnson's 
roadside  restaurants  have  the  snacks 
in  some  of  their  vending  machines. 

But  getting  back  to  Reverend  Ro- 
senberger and  his  third  career  at  the 
three-score  mark.  He  tells  me  that  he 
has  plenty  of  time  to  see  Woodfield 
Farms  grow.  His  father  lived  to  be  90 
and  we'll  never  know  how  long  Dr. 
Jackson  might  have  lived.  He  was 
killed  in  a  car  accident  when  he  was 
in  his  late  80s.  ■ 
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gives  your  managers 
a  wealth  of  information 


Business  Week's  Business  Information  Program  is  a  comprehensive,  full-service  information 
plan  for  management.  Since  1970,  Business  Week's  Business  Information  Program  at  over 
2,000  of  America's  top  companies  is  helping  thousands  of  smart  managers  do  their  jobs  better.  It 
will  give  your  managers  the  information  tools  they  need  to  make  the  right  decisions, 
to  take  on  greater  challenges.  Here  is  what  the  Business  Information  Program  offers  your  company: 


1  ■  Business  Week  every  week.  The  only  newsweekly  of 
business.  Business  Week  delivers  more  business  news  than 
any  other  magazine — not  only  what's  happening,  but 
what's  behind  the  news  and  what  it  means  to  you  and 
your  business. 

2  ■  Editorial  Viewpoints.  Based  on  panel  discussions 
among  Business  Week  editors,  Editorial  Viewpoints 
regularly  address  the  issues  facing  the  decision-makers  on 
business. 

3  ■  McGraw-Hill  Economic  Reports.  Periodic  special 
reports  prepared  by  the  McGraw-Hill  Economics 
Department. 

4  ■  Special  offers  on  selected  books  through  the 
McGraw-Hill  Book  Company. 

5  ■  Business  Week  reprints.  Business  Week  will  provide 
you  with  a  growing  catalogue  from  which  to  choose 
reprints  of  over  a  hundred  Business  Week  articles. 

6  ■  Subscriptions  to  Business  Week  at  group  rates. 


Your  managers  can  depend  on  Business  Week's  regular  in- 
depth  coverage  in  Corporate  Strategies,  Inflation  Watch, 
Economic  Diary,  Environment,  International  Report,  and 
Personal  Business,  and  all  the  events  and  trends  nationally 
and  around  the  world  that  affect  business.  And  Business 
Week's  entire  Business  Information  Program  will  give  them 
the  edge  they  need  to  meet  today's  business  challenges. 
Find  out  how  you  can  begin  a  Business  Information 
Program  at  your  company 


BusinessWeek 

1 22 1  Avenue  of  the  Americas 
New  York,  New  York  1 0020 
Attention:  N.  E.  Slucher 

Please  rush  me  information  on  your  Business  Information  Program: 


Name 


Title 


Tel 


Company 


Street 


City 


State 


Zip 


Stock  "lfcnds 


225  MILLION  AMERICANS 

WORKING  TOGETHER 
TO  CONSERVE  ENERGY 


ENERGY  CONSERVATION  - 
IT'S  YOUR  CHANCE  TO  SAVE,  AMERICA 

Department  of  Energy.  Washington,  D  C 


OWN  YOUR  OWN 

MONEY  BUSINESS 

"BECOME  A  FINANCIER" 

UTILIZE  OVER  2.000  SOURCES  OF  CAPITAL 
Ideal  for  executive  type  person.  Operate  from 
your  own  dignified  professional  office.  Clients 
come  to  you  for  Business  Capital  Assistance. 
Must  be  sincere  with  a  well-rounded  business 
background.  Instant  Hi  income  potential  for  right 
person. 

$18,000  CASH  REQ. 

Call  Mr.  Van  (213)463-4841 

or  write:  Computer  Capital  Corp. 
Dept.  5,  6922  Hollywood  Blvd. 
Los  Angeles,  CA  90028 


III  M0IMt6 

Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
X AND  GOURMET 

1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310  . 


Before  you  call  to  cancel  the  paper  for  the 
duration  of  your  vacation,  call  your  stock- 
broker and  do  a  bit  of  buying. 

STOCKS  FOR  THE 
SUMMER  OF  '79 


By  Ann  C.  Brown 


The  great  Ameri- 
can get-away-from- 
it-all  season  is  again 
under  way.  Two 
weeks  to  tune  out 
and  escape  to  the 
mountains  or  shores 
with  only  a  map  of 
functioning  gas  sta- 
tions to  remind  you 
of  the  outside  world. 
Goodbye,  Ayatollah.  So  long,  Messrs. 
Carter,  Blumenthal,  Miller,  Schlesin- 
ger  and  the  whole  crowd  of  nameless, 
faceless  "sources  close  to  the  Admin- 
istration." The  latest  12  months  have 
been  lousy — particularly  for  inves- 
tors— and  a  little  rest  and  relaxation  is 
sorely  needed  to  restore  shattered 
nerves  and  to  regain  shaken  confi- 
dence. To  help  you  enjoy  your  holi- 
day, here  are  a  few  pleasant  thoughts 
to  brighten  the  economic  picture: 

•  Interest  rates  have  probably  peaked. 
However,  don't  expect  them  to  drift 
down  much  more  than  a  percentage 
point  or  so.  The  uncertain  state  of  the 
dollar  in  world  currency  markets  will 
necessitate  "tight  money"  over  the 
foreseeable  future. 

•  The  merger  mania  is  likely  to  contin- 
ue. With  so  many  solid  companies 
selling  below  replacement  asset  value, 
it  will  still  seem  cheaper  to  buy  earn- 
ings than  to  build  them. 

•  Look  for  a  decline  in  the  inflation 
rate.  Real  wages  after  taxes  have  failed 
to  keep  pace  with  price  increases  and 
the  consumer  is  feeling  the  pinch. 
While  the  use  of  credit  has  helped 
keep  demand  strong,  installment 
buying  should  taper  off — especially 
when  unemployment  starts  to  rise. 
That  should  relieve  some  of  the  up- 
ward pressure  on  prices. 

•  Cash-heavy  institutions  sfx>uld  re- 
Ann  C.  Brown  is  executive  vice  president  of  tl>e 
New  York  investment  firm  ofMelhado,  Flynn  & 
Associates. 


turn  to  the  equity  market.  There  are 
literally  billions  of  dollars  on  the  side- 
lines both  here  and  abroad  earmarked 
for  U.S.  stocks.  Every  time  OPEC 
bumps  the  price  of  oil,  the  yen  and  the 
mark  and  securities  denominated  in 
those  currencies  become  increasingly 
vulnerable.  Sooner  or  later  money 
men  will  realize  that  our  market  is  the 
last  game  in  town. 

•  Congress  could  act  to  give  stock- 
holders a  break.  After  years  of  favoring 
consumption  over  capital  formation, 
more  and  more  talk  will  be  heard 
about  ways  and  means  of  encouraging 
savings  and  investment. 

I  could  go  on  and  on,  but  suffice  it  to 
say  that  the  stock  market  has  a  lot 
more  going  for  it  than  against  it  at  the 
present  time.  So,  before  you  call  to 
cancel  the  paper  for  the  duration  of 
your  vacation,  call  your  stockbroker 
and  do  a  bit  of  buying.  Who  knows, 
with  any  luck,  by  the  time  you  return, 
you  may  have  paid  for  the  trip. 

At  the  moment,  one  of  my  top  can- 
didates for  making  some  spending 
money  is  Suburban  Propane  Gas  Corp. 
(26).  In  addition  to  marketing  the  ob- 
vious— propane  gas — the  company 
also  refines  and  markets  other  petro- 
leum products.  The  big  kicker  here  is 
that  Suburban  Propane  has  just  com- 
pleted expanding  the  capacity  of  its 
New  Mexico  refinery  and  is  in  a  posi- 
tion to  double  its  gasoline  production 
this  year.  Talk  about  timing!  In  addi- 
tion, with  propane  margins  and  prof- 
its continuing  to  rise,  the  company 
could  earn  somewhere  between  $3.50 
and  $3.75  per  share  this  year,  up  from 
$3.03.  last  year.  Incidentally,  it's 
worth  noting  that  institutions  hold 
only  about  16%  of  the  stock  and  the 
"total  return"  fellows  may  find  the 
possibility  of  a  25%  annual  apprecia- 
tion hard  to  resist. 

An  old  friend  stopped  by  the  other 
day  and  told  of  wondrous  things  he 
expects  from  Canadian  Pacific  (27).  It 
seems  the  company  is  very  long  on 
natural  resources,  with  substantial  in- 
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terests  in  oil  and  gas,  metals  and  min-  j 
erals,  forest  products  and  real  estate  in  [ 
addition  to  its  rail,  truck,  air,  shipping  j 
and     communications  operations. 
Canadian  Pacific  is  expected  to  report 
earnings  of  around  $4.80  this  year —  I 
double  what  it  earned  five  years  ago. 
Next  year,  $5.25  seems  possible,  and 
maybe  more  if  the  government  de- 
cides to  ease  the  current  limitations 
on  the  export  of  natural  gas. 

Another  stock  whose  time  appears 
to  have  come  is  Eastman  Kodak  (56).  In 
1978  the  company  earned  $5.59,  up 
smartly  from  $3.99  in  1977.  And  first- 
quarter  results  for  1979  continue  to 
show  impressive  earnings  gains — 
$1.22  per  share  vs.  87  cents  for  the  j 
same  period  a  year  ago.  While  this  | 
40%  increase  seems  unsustainable  for 
the  year  as  a  whole,  $6.30  to  $6.40  per 
share  appears  attainable.  Early  esti- 
mates for  1980  are  for  around  $7  a 
share  and  the  recent  25%  increase  in  j 
the  indicated  dividend  from  $2.33  to 
$2.90  shouldn't  be  overlooked. 

Amdahl  Corp.  (23),  the  leading  manu- 
facturer of  IBM  software-compatible 
machines,  was  too  hot  a  stock  not  to 
cool  down.  Last  year  it  hit  a  high  of  71 
on  earnings  per  share  of  $2.81.  Today 
the  stock  is  selling  at  one-third  that 
price,  largely  because  of  a  shift  in  the 
revenue  mix  between  sales  and  leases. 
Predicting  earnings  for  high-technolo- 
gy stocks  is  always  a  dicey  business 
but,  if  you're  made  of  stout  stuff,  pur- 
chasing them  at  the  right  time  can  be 
very  rewarding. 

Since  all  of  the  above  are  new  rec- 
ommendations, I  think  it  worthwhile  ] 
to  review  a  few  previous  recommen- 
dations that  still  look  attractive — 
even  at  current  prices. 

Ford  Motor  Co.  (43)  with  a  9.3%  divi- 
dend yield  would  seem  to  have  limit- 
ed downside  risk.  So  would  ITT  (28), 
which  yields  8.2%  and  whose  earn- 
ings per  share  are  estimated  to  rise 
10%  or  better  this  year.  I  also  like  j 
almost  everything  in  the  radio-TV-ca- 
ble business — American  Broadcasting 
Cos.  (36),  CBS  (46),  John  Blair  (28),  Via- 
com (28),  Capital  Cities  Communications 
(39)  and  Toft  Broadcasting  (23). 

The  leisure  stocks  on  my  list  in- 
clude Warner  Communications  (34), 
MCA  (43),  Walt  Disney  (36)  and  Coleman 
(17).  In  the  energy  and  energy-related 
group  Amerada  Hess  (40),  Union  Oil  of 
California  (37),  Smith  International  (57)  ! 
and  Schlumherger  (74)  all  have  upside  j 
potential.  And  then  there's  IBM  (75) 
and  Burroughs  (70)  and  .  .  .  well,  have 
a  good  time  and  come  back  safe, 
sound  and  suntanned.  ■ 
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LOOK  TO  THE  STARS  FOR 


All  of  the  income  earned  by 
Fidelity  High  Yield  Municipals 
is  currently  exempt  from  fed- 
eral income  taxes* 

The  Fund  seeks  higher  tax-free 
income  than  any  other  fully  managed 
municipal  bond  fund.  Our  broadly 
diversified  portfolio  consists  pri- 
marily of  high-yielding  A  and  BAA 
rated  bonds.  There  is  no  sales  charge 
There  is  a  free  reinvestment  option. 

Call  today  and  find  out  more 
about  The  Fund  that  rates  five  stars. 

CALL  FREE 
(800)  225-0190 

In  Mass.  call  collect  (617)  726-0650 

*A  portion  may  be  subject  to  state  or  local  taxes. 


HIGH  100%  TAX-FREE  YIELD. 

FIDELITY 
HIGH  YIELD 
MUNICIPALS 

R0  Box  832.  Dept  JB  070979 
82  Devonshire  St.,  Boston.  Mass  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 


Name  

Address 
City  


State  . 


Zip  - 


FIDELITY  GROUP 

Over  $4  billion  of  assets  under  management 


DON'T  LOCK  UP  HIGH 
INTEREST  RATES  BY 
LOCKING  UP  YOUR  MONEY. 
TRY  US  FOR  HIGH  INCOME. 


We'll  also  give  you  three  great  services: 

•  Toll-Free  Telephone  Redemption 

•  Free  Check  Writing 

•  Free  Telephone  Exchange  If  You  Later  Wish  to  Switch 
(There  are  3  Price  Bond  Funds  and  3  Stock  Funds.) 

 ROWE  PRICE  NEW  INCOME  FUND  *  

A  No-Load  Bond  Fund  A6 

Send  in  coupon  or  call  toll-free  1  -800-638-5660.  If  busy,  or  in  Maryland,  call 
(301)  547-2136  collect,  or  write  Mew  Income  Fund,  100  East  Pratt  Street, 
Baltimore,  Maryland  21202. 


Name  Address 

City  State  Zip 

For  more  complete  information,  including  management  fee  and  other  charges  and 

expenses,  obtain  a  prospectus.  Read  it  carefully  Before  you  invest  or  send  money. 


147 


■I 


(Commodities 


Success  in  commodities  comes  from  a  ruth- 
less application  of  the  rule  to  throw  out  the 
losing  trades  while  they  are  small. 

PROFITS  TOP 
LOSSES— AGAIN! 


By  Stanley  W.  Angrist 


As  is  my  custom  ev- 
ery six  months,  I 
here  review  my  rec- 
ommendations over 
the  previous  half 
year  to  see  how 
things  have  been 
working  out.  Trad- 
ers who  followed  ev- 
ery recommenda- 
tion have  nothing  to 


complain  about  as  once  again  I  caught 
hold  of  a  couple  of  nice  winners  that 
more  than  made  up  for  the  dogs. 

This  is  a  good  time  to  remind  trad- 
ers that  success  in  the  commodity 
markets  comes  from  a  ruthless  appli- 
cation of  the  rule  to  throw  out  the 
losing  trades  while  they  are  small. 
Without  a  doubt,  failure  to  follow  this 
simple  (but  often  difficult)  rule  will 
ultimately  lead  to  a  trader's  downfall, 
no  matter  how  successfully  he  man- 
ages the  profitable  trades. 

This  review  begins  with  the  Jan.  22 
issue  when  I  described  how  one  might 
speculate  using  commodity  options. 
Had  a  trader  purchased  a  September 
1979  gold  option  with  a  strike  price  of 
$220  per  ounce  and  liquidated  it  re- 
cently, he  would  have  had  about  a 
$6,800  profit  on  the  trade.  The  story 
is  even  more  impressive  using  a  Sep- 
tember 1979  silver  option  with  a 
strike  price  of  $6.25  per  ounce;  in  this 
case,  a  $19,000  profit  would  have  been 
realized  after  paying  for  the  cost  of  the 
option.  Since  I  never  came  out  with  a 
direct  recommendation  to  purchase 
these  options,  alas,  I  cannot  in  good 
conscience  take  credit  for  these  prof- 
its in  this  review. 

In  the  Feb.  5  issue,  I  recommended 
going  long  May  copper  around  the  74- 
cent  level  or  buying  a  July  copper  op- 
tion with  a  strike  price  of  72  cents  per 


Stanley  W  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  the  autlx>r  of  Sensible 
Speculating  in  Commodities. 


pound.  Copper  performed  like  a 
champ,  with  the  May  contract  reach- 
ing 99  cents  per  pound  in  early  April. 
Being  naturally  modest,  I  will  take 
credit  for  a  rise  to  92  cents  per  pound, 
which  results  in  a  profit  of  only 
$4,500  per  contract.  This  is  my  big 
winner  for  the  first  six  months  of 
1979.  You  would  have  done  even  bet- 
ter had  you  bought  a  July  copper  op- 
tion with  a  strike  price  of  72  cents,  in 
that  you  could  have  realized  about 
$7,000  in  profits  after  paying  the 
$3,000  or  so  for  the  option.  However, 
I  will  only  take  credit  for  the  profit  on 
the  futures  contract  in  this  review. 

In  the  Mar.  5  column,  aptly  titled 
"Those  Volatile  Cotton  Spreads,"  I 
recommended  a  long  July/short  De- 
cember cotton  spread.  The  action  was 
short  and  sweet,  with  most  of  the 
traders  who  followed  this  recommen- 
dation out  of  the  market  within  a 
week.  Traders  were  instructed  to  risk 
only  $500;  I  hope  that  everyone  fol- 
lowed this  suggestion  as  I  was  dead 
wrong  on  the  direction  of  this  spread. 

I  timidly  approached  the  precious 
metals  in  the  Mar.  19  issue  and  rec- 
ommended a  long  December  gold/ 
short  December  silver  spread.  My 
timidity  cost  us  all  greatly.  If  I  had 
recommended  an  outright  long  posi- 
tion in  either  gold  or  silver,  the  re- 
wards would  have  been  handsome.  As 
it  is,  the  ratio  stayed  at  around  33-to- 
1,  and  I'll  call  this  trade  a  wash. 

In  the  Apr.  2  issue,  I  turned  my 
attention  to  a  trade  that  turned  out 
sweet.  I  recommended  going  short 
July  sugar  on  rallies  above  8.85  cents 
per  pound.  The  market  accommodat- 
ed me  just  like  an  old  friend,  rallying  a 
few  points  and  then  promptly  falling 
out  of  bed  for  an  easy  100  points  or 
$1,120  per  contract. 

The  hog  trade  of  long  June/short  Au- 
gust, recommended  in  the  Apr.  30  is- 
sue, produced  a  100-point  profit  or 
$300. 1  was  hoping  for  $600,  but  half  a 
loaf  is  better  than  none. 

On  May  14,  I  examined  the  pros- 
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pects  for  riding  the  yield  curve  by 
going  long  the  December  30-day  T-bill 
with  a  premium  of  15  points  for  the 
one-year  bill.  The  spread  as  of  this 
writing  has  moved  about  17  points  in 
my  direction,  for  an  open  position 
profit  of  $425.  It  can  still  do  better. 

I  reviewed  the  April  1  Planting  Inten- 
tions Report  in  the  May  28  issue  and 
made  several  recommendations,  none 
of  which  were  worth  anything.  The 
September  oats  versus  corn  spread  is 
about  even  at  this  writing.  The  long 
July  corn/short  July  wheat  spread,  rec- 
ommended at  a  premium  of  90  cents 
to  the  wheat,  quickly  went  the  wrong 
way  and  traders  should  now  be  out 
with  a  $500  loss.  The  long  July/short 
August  soybean  spread  to  be  done  at 
even  money  recently  reached  the  bail- 
out point  and  traders  should  have  ex- 
ited with  a  $250  loss  as  per  my  recom- 
mendation. Neither  of  the  cotton 
spreads  has  so  far  been  possible  to  do. 
The  sugar  spread  of  long  July/short 
October  has  moved  against  me  10 
points,  and  traders  who  followed  this 
recommendation  are  holding  a  $112 
loss.  I  believe  that  my  May  28  column 
holds  the  record  for  bad  trades  given 
in  one  column  [Guinness  Book  of  World 
Records  please  take  note). 

But  undaunted,  I  came  back  on  June 

1 1  with  a  cattle  spread  of  long  Decem- 
ber/short August  that  has  moved  to  a 
120-point  profit  ($480  per  spread).  Au- 
gust cattle  headed  south  just  as  I 
thought  it  would,  as  consumers  cut 
back  on  their  beef  purchases. 

It  is  too  soon  to  pass  judgment  on 
the  lumber  and  plywood  recommen- 
dations given  in  the  June  25  issue. 

On  balance,  then,  it  was  not  a  bad 
half-year  for  traders  who  followed  my 
recommendations.  There  were  a  total 
of  12  trades  that  could  have  been  tak- 
en. On  three  of  them,  traders  would 
have  come  out  just  about  even.  Four  of 
them  resulted  in  losses  totaling  about 
$1,400.  The  five  profitable  trades 
would  have  produced  profits  of  about 
$6,800,  so  that  the  net  gain  would 
have  been  $5,400.  The  biggest  profit 
would  have  come  from  the  long  posi- 
tion in  copper,  but  even  if  you  had 
omitted  that  trade,  you  still  would 
have  shown  a  net  profit  for  the  period. 
Commissions  have  not  been  included 
in  these  calculations,  but  would  have 
amounted  to  about  $600  or  so  on  the 

12  trades. 

I  hope  that  this  review  will  remind 
my  readers  that  commodity  trading 
can  be  profitable  for  those  people  who 
are  disciplined  enough  to  let  their 
minds  rule  their  emotions.  ■ 
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THE  INTERNATIONAL  NEWSMAGAZINE 


presents 

A  Special  New  York  City  Supplement 


When: 

September  24,  1979 
Closings:  4-Color   August  13,  1979 
2-Color  &  b/w   August  27, 


1979 


Where: 

Newsweek  Europe  Edition 

United  Kingdom,  Ireland,  Europe,  Scandinavia  and  Israel, 
Newsweek  Asia  Edition: 

Burma,  Hong  Kong,  India,  Indonesia,  Japan,  Laos,  Malaysia, 
Pakistan,  Philippines,  Singapore,  Korea,  Sri  Lanka,  Taiwan,  Thailand. 
Total  circulation:  313,000 
Total  audience:   1 ,095,000 

Why: 

The  dollar's  decline  on  foreign  exchange  markets  as  well  as  soaring 
inflation  rates  in  overseas  business  centers  have  once  again  made 
New  York  City  a  boom  town  for  foreign  business.  Foreign  banks  and 
corporations  are  buying  up  real  estate,  affirming  their  faith  in  the  City's 
future.  New  York  City  itself  is  undertaking  new  initiatives  to  promote 
industrial  development  as  well,  in  such  key  areas  as  apparel,  printing, 
manufacturing,  and  many  other  businesses  throughout  all  five 
boroughs.  It  is  this  kind  of  good  news,  supported  by  the  latest  facts 
and  figures  on  the  state  of  New  York  City  today  that  will  complement 
your  advertising 

Prepared  with  the  cooperation  of  the  City  of  New  York,  the  supplement 
will  explore  the  reasons  for  and  results  of  New  York  City's  dramatic 
success  as  one  of  the  world's  key  financial  and  business  capitals.  The 
supplement  will  reach  over  a  million  top  international  executives  with 
the  power  to  make  investments  on  behalf  of  their  business  interests 
and  to  spend  money  on  themselves.  These  key  decision-makers— the 
executive  readers  of  Newsweek  International— are  prime  prospects  for 
your  business. 
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INTERNATIONAL 
NEWSMAGAZINE 


For  more  information,  contact  Frank 
Tortorello,  U.S.  Advertising  Director,  at 
Newsweek  International,  444  Madison 
Avenue,  N  Y,  N  Y  10022.  Tel:  (212) 
350-2556;  Telex:  RCA  23401 1 . 


Financial  Strategy 


HOW  HIGH 
ARE  YOUR 
EMPLOYEES 

E.Qs.? 

(Economics  Quotients) 

COULD  THEY  ANSWER 
BASIC  ECONOMIC 
QUESTIONS  LIKE  THESE? 

True  False 

□  □  (1.)  Less  than  four  per 
cent  of  the  U.S.  labor  force  are 
agricultural  workers. 

□  □  (2.)  Today,  the  U.S.  ranks 
third  in  international  trade. 

□  □  (3.)  As  productivity 
increases,  our  standard  of  living 
increases. 

□  □  (4.)  When  inflation 
occurs,  each  dollar  we  have  buys 
more  goods  and  services. 

A  recent  national  survey  shows 
that  many  people  would  find  these 
questions  tough.  In  short,  their 
Economics  Quotients,  their  E.Qs., 
could  probably  stand  improvement. 

A  special  booklet  has  been 
prepared  on  what  makes  our 
American  Economic  System  tick. 
It's  fact-filled,  easy  reading  and 
free.  It's  also  an  easy  way  for 
anyone  to  raise  their  E.Q..  For 
your  copy,  just  clip  the  coupon. 

ANSWERS:  d  P 1  £  0SJ!d)  d  Z 1 '  I 

The  American 
Economic  System 

We  should  all  learn  more  about  it. 

^Booklets.  P.O.  Box  1887.  New  York.  N  Y  10001^ 

 Please  send  me  d  free  copy  of  the 

booklet  about  our  economic  system. 

 I  would  also  like  a  copy  of  the  survey 

highlights. 

Name  


Company/Title 

Address  

City  


State. 


Zip- 


Note:  Booklets  in  quantity,  posters  and  other 
materials  are  available  for  use  by  companies, 
clubs,  etc.  For  information,  write:  The  Adver- 
tising Council,  825  Third  Avenue,  New  York. 
New  York  10022. 
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To  get  an  income  beneficiary  with  limited 
means  used  to  living  on  a  return  of  7%  to 
8%  would  be  a  grave  mistake. 

THE  TRUSTEES' 
DILEMMA 


By  John  Train 


A  WIDOW  WAS  LEFT  a 

substantial  amount 
of  money  by  her 
husband  when  he 
died.  The  income 
went  to  her  for  life, 
with  the  capital  to 
'V^^flWk.  be  divided  among 
their  three  children 
BF'Sp  I  after  her  death. 

Her  late  husband 
had  been  a  successful  New  York  busi- 
nessman, and  the  family  had  two 
large  houses:  one  in  Greenwich, 
Conn,  and  one  on  Cape  Cod,  where 
they  went  in  summer.  The  children 
liked  coming  to  the  Greenwich  place 
on  weekends  and  spending  long  peri- 
ods on  Cape  Cod  in  summer,  so  she 
kept  both.  As  a  result,  the  widow 
found  herself  living  at  the  limit  of  her 
resources. 

At  her  annual  meetings  with  her 
trustees,  the  problem  was  aired  frank- 
ly. How  could  she  maintain  the 
houses  and  keep  up  roughly  the  same 
standard  of  living  as  before,  with  her 
husband's  considerable  salary  no  long- 
er available?  Each  year  it  was  decided 
to  sell  some  growth  stocks  with  low 
yields  and  move  into  bonds  or  high- 
yielding  equities  to  maintain  the 
needed  income,  and  hope  that  all 
would  be  well. 

So  the  trust  portfolio  eventually  be- 
came roughly  half  fixed-income  secur- 
ities and  half  high-dividend  stocks, 
notably  utilities  and  the  like. 

Unfortunately,  however,  the  invest- 
ment objective  was  impossible  on  its 
face.  At  a  time  when  costs  are  rising 
10%  a  year,  income  has  to  rise  12%  to 
15%,  as  the  tax  bracket  rises,  in  order 
to  stay  even  in  real  terms. 

Now,  very  few  income  stocks  in- 
crease their  dividends  at  anything  like 

John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  the  author  of 
Dance  of  the  Money  Bees. 


15%  a  year;  and,  of  course,  bond  pay- 
ments don't  increase  at  all. 

After  some  ten  years  of  a  princely 
existence,  the  widow's  buying  power 
in  real  terms  was  about  40%  of  what 
it  had  been  just  after  her  husband 
died.  The  old  trustees,  friends  of  her 
husband,  stepped  down,  and  new  ones 
with  a  more  austere  and  realistic  atti- 
tude came  in.  They  were  dismayed  at 
what  they  saw.  She  had  to  sell  both 
her  houses  and  move  into  a  smaller 
one,  where  it  was  a  strain  to  have  any 
of  her  children  for  weekends,  since 
they  now  had  families  of  their  own 
and  came  in  groups  of  four  or  five. 

She  has  many  years  of  life  ahead  of 
her,  which  she  will  spend  in  strait- 
ened circumstances.  If  she  had  cut 
back  right  away  and  adopted  a  realis- 
tic investment  policy,  she  could  have 
been  comfortable  for  her  lifetime. 

Furthermore,  in  the  future,  when 
the  grandchildren  come  into  their  in- 
heritance, they  will  have  a  justifiable 
complaint  against  the  old  trustees,  if 
they're  still  around.  They  can't  make 
out  a  case  at  law,  but  it  seems  to  me 
that  they  can  certainly  make  one  in 
common  sense  and  morality.  By  in- 
vesting flat  out  for  income  at  a  time  of 
hyperinflation,  the  trustees  knowing- 
ly dissipated  the  corpus  of  the  testa- 
tor's estate,  and  thus  did  violence  to 
his  stated  wishes  and  gypped  the  re- 
maindermen. When  the  grandchil- 
dren ask  what  happened  to  their  in- 
heritance, their  elders  will  have  to 
explain  that  it  was  essentially  blown 
on  high  living.  In  fact,  the  widow  her- 
self also  has  a  valid  complaint.  The 
original  trustees,  old  business  friends 
of  her  husband,  were  paid  to  give  her 
the  benefit  of  their  realism  and  expe- 
rience. Why  didn't  they  look  ahead 
and  set  her  on  a  sustainable  course? 

This  quandary  afflicts  most  trustees 
of  generation-skipping  trusts  today. 

I  observe  that  many  trusts  are  now 
invested  about  half  in  equities  and 
half  in  fixed-income  instruments, 
with  the  income  beneficiary  consum- 
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ig  the  distribution  from  both  sec- 
ons  of  the  trust. 

However,  in  real  terms,  bond  in- 
)me  these  days  is  simply  a  return  of 
ipital:  The  buying  power  of  the  bond 
declining  at  much  the  same  rate 
lat  the  interest  is  being  paid  out 
aster,  for  municipals). 
The  "rule  of  72"  tells  you  how  fast 
loney  doubles  at  compound  interest, 
's  the  interest  rate  divided  into  72. 
But  the  rule  also  works  in  reverse, 
loney  loses  half  its  real  value  in  the 
amber  of  years  that  the  inflation  rate 
)es  into  72.  Thus,  in  a  time  of  10% 
iflation  the  half-life  of  money  is  sev- 
l  years.  So  in  20  years  of  10%  infla- 
on,  the  bonds  in  a  portfolio  may  well 
ive  been  cut  in  half  three  times,  or 
;  worth  in  real  terms  one-eighth  of 
hat  they  were  at  the  outset.  In  other 
ords,  the  bond  component  will  es- 
:ntially  be  all  gone. 
What,  in  this  situation,  is  the  pru- 
:nt  and  ethical  thing  for  the  trustees 
»do? 

There  seem  to  be  two  reasonable 
rocedures  for  a  trust  to  follow:  1) 
old  some  Treasury  bills  or  similar 
istruments  as  a  reserve,  but  wait  for 
good  buying  point  to  put  most  of  the 
3rtfolio  in  solid  stocks  whose  in- 
)rae  will  rise  at  least  as  fast  as  infla- 
on;  or  2)  If  a  lot  of  the  portfolio  is  in 
3nds,  don't  distribute  all  the  income, 
lternatively,  if  there  are  a  lot  of 
Dnds,  buy  some  stocks  with  strong 
owth  but  little  or  no  income,  such 
»  Crown  Cork,  Capital  Cities, 
merican  International  Group, 
:hlumberger  or  Tektronix,  to  offset 
le  illusory  income  from  the  bond 
Drtfolio. 

At  the  moment,  good  stocks  with 
ilation-resistant  characteristics  can 
:  bought  to  yield  roughly  4%  to  5%. 
hat,  therefore,  is  the  maximum  that 
n  ordinarily  be  distributed  from  any 
ust  to  an  income  beneficiary,  if  cap- 
il  is  to  be  preserved. 
To  get  an  income  beneficiary  with 
nited  means  used  to  living  on  a  re- 
rn  of  7%  to  8%  would  seem  to  me 
be  a  grave  mistake,  and  is  likely  to 
disastrous  in  the  end. 
In  discussing  with  clients  how 
uch  they  can  live  on,  I  have  to  ex- 
lin  that  if  their  life  expectancy  is  20 
ars  or  more,  they  cannot  logically 
Id  bonds  unless  they  reinvest  all  the 
:ome;  and  even  then  they  will  be 
able  to  maintain  the  real  value  of 
:  capital. 

would  appreciate  comments  from 
Sessional  trustees  on  this  issue.  It's 
roblem  that  requires  airing.  ■ 


How  VALUE  LINE  can  help  you  detect 


fit 


STOCKS  WITH 
SHAKY"  DIVIDENDS 

...  as  well  as  those  with  relatively  "safe'  dividends 


If  reliable  dividends  are  important  to 
you,  we  suggest  that  you  carefully 
check  every  stock  that  concerns  you 
right  now  against  Value  Line's  specific 
measurements  of  relative  Financial 
Strength  and  Safety.  In  view  of  the 
newly  emerging  uncertainties,  it  might 
be  well  to  do  this  without  delay. 

Value  Line  systematically  covers 
more  than  170(5  companies  and  their 
stocks  (which  account  for  about  96% 
of  total  dollar  trading  volume  in  U.S. 
equity  markets).  The  coverage  in- 
cludes ratings  of  each  company's 
Financial  Strength  relative  to  all  the 
other  companies,  as  follows:  A++, 
A+,  A,  B++,  B+,  B,  C  +  +  ,  C+,  C. 

The  higher  the  rating,  the  better  is  the 
company's  overall  capability  to 
finance  growth,  find  external  financ- 
ing if  needed,  weather  heavy  financial 
storms  without  serious  difficulty  .  .  . 
and  pay  dividends. 

If  you're  looking  for  relatively  safe 
dividends,  focus  on  the  stocks  of 
companies  rated  B++  OR  HIGHER 
by  Value  Line  for  relative  Financial 
Strength.  Avoid  companies  rated 
C++  OR  LOWER.  Their  dividends 
could  be  relatively  shaky. 

CHECK  SAFETY  TOO 

Value  Line  also  ranks  the  1700  stocks 
under  regular  coverage  for  relative  in- 
vestment Safety,  from  1  (Highest) 
down  to  5  (Lowest).  Note  that  the 
Safety  of  a  stock  may  be  question- 
able—say, for  instance,  due  to  sharp- 
ly diminished  growth  prospects- 
even  though  the  Financial  Strength  of 
the  company  may  be  superb.  The  two 
factors  are  related  but  not  identical. 

The  Safety  rank  also  reflects  a  stock's 


price  volatility.  The  more  intense  the 
fluctuations,  the  lower  the  Safety 
rank.  Income-minded  investors  rarely 
feel  at  home  with  roller-coaster 
stocks,  even  if  they  sometimes 
provide  interesting  yields. 

If  you  want  secure  dividends,  con- 
centrate on  stocks  ranked  1 
(Highest)  or  2  (Above  Average)  for 
Investment  Safety  by  Value  Line. 
Avoid  stocks  ranked  4  (Below 
Average)  or  5  (Lowest). 

The  combination  of  superior  Financial 
Strength  and  superior  Safety  should 
provide  you  with  far  greater  dividend 
security  and  reliability  than  would  in- 
vestments rated  poorly  by  Value  Line 
on  these  two  criteria.  But  note  that— 
while  this  approach  will  fortify  your 
position— there  can  never  be  any 
ironclad  guarantees. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  in- 
troductory 9 -week  trial  subscription  to 
The  Value  Line  Investment  Survey  for 
only  $29— about  half  the  regular 
price— providing  you  or  any  member 
of  your  family  has  not  had  a  subscrip- 
tion in  the  past  two  years.  As  a  double 
bonus  at  no  additional  charge,  you 
will  receive  the  2400-page  Investors 
Reference  Service  (covering  more 
than  1700  stocks)  which  will  be  up- 
dated every  week— and  the  96-page 
booklet,  "Evaluating  Common 
Stocks."  Filing  takes  less  than  a 
minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can 
quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 

Send  your  check  or  money  order 
along  with  your  name,  address  and 
mail  the  coupon  today. 


SIGNATURE 


The  Value  Line  Investment  Survey "Vfiy 

Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017  "v 

316C09 

□  Begin  my  9-week  trial  to  the  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
—and  send  payment  now. 

□  1  year  for  $315.  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for 
$315.  (Does  not  include  the  calculator.) 


NAME  (please  print) 


ADDRESS 


APT  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able Foreign  rates  on  request.  (NY  residents 
add  sales  tax  ) 


IBES,  JULY  9,  1979 


151 


j 


THE  SPIRIT 

-  OF  791 


i 


i 
f 

* 

i 
i 
i 
i 


■ 

m 

I 


'Bartender,  give  me  a 


A  rum?  A  vodka?  A  scotch?  A  liqueur?  A  what? 
What  will  be  the  In"  drinks? 

And  who  will  set  tomorrows  trends?  The  same  people  who  are 
setting  todays  trends.  The  kind  of  people  who  read  Psychology  Today 

Because  PT  readers  are  the  "in"  group  of  spenders  in  every  major 
demographic  target  group  from  18-to-49.  All  18-to-49s  are  not  created  equal. 

PT  readers  have  the  money  The  status.  And  the  style. 

Their  concentrations  are  virtually  unbeatable  when  compared  to  the  readers 
of  other  Simmons-measured  magazines  over  one  million  circulation. 

But  more  than  great  numbers,  they  have  a  great  psychology: 
they  live  their  dreams  today  not  tomorrow. 

Yankelovich  Monitor  Studies  show  that  the  kind  of  people  who  read 
Psychology  Today  set  the  trends  that  others  follow. 

They  started  buying  vodka,  and  vodka  became  the  "in"  drink. 

They  decided  to  get  into  shape,  and  jogging  became  the  "in"  exercise. 

They  got  into  self-expression,  and  click,  photography  is  "in" 

They  felt  like  having  fun  in  the  sun,  and  the  new  coastal  resorts 
of  Mexico  are  "in." 

And  when  it  comes  to  what's  "in"  in  drinks,  you  can  be  sure 
PT  readers  will  be  the  leaders. 

They're  worth  more  to  you,  because  you  get  more  from  them. 

PSYCHOLOGY  TODAY. 
GET"Dir 
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REAL  ESTATE 


COLORADO 
ROCKIES 

2  foothill  front  range  ranches: 

•  4,250  ACRES,  14  miles  west 
of  Loveland,  Colorado,  60  miles 
to  Denver.  Adjoins  National  For- 
est. Beautiful  tree-covered  moun- 
tain pasture  with  green  parks. 
6,000  to  8,000  ft  elevation.  All- 
weather  road.  Abundant  deer  & 
elk.  This  ranch's  unique  quality 
is  that  it  is  suitable  for  recrea- 
tion-type secondary  homes  or  it 
would  suit  for  primary  home- 
sites  because  of  proximity  to 
front  range  activity. 

•  1,920  ACRES  adjoin  the 
above  ranch.  Same  qualities, 
smaller  acreage. 

WESTERN  SLOPE 

•  9,500  ACRES  between  Vail 
&  Steamboat  Springs,  140  miles 
to  Denver,  has  government  & 
private  leases.  Beautiful  moun- 
tain tree-covered  land  with 
streams  &  lakes  for  fishing;  has 
deer  &  elk.  Summer  approxi- 
mately 1700  yearlings.  Irrigate 
approximately  500  acres.  Well 
located  for  summer  &  winter 
recreation. 

•  1,280  ACRES,  1  hour  from 
Steamboat  Springs,  similar  to 
above.  Beautiful  country  with 
good  deer  &  elk  hunting,  good 
fishing.  Adjoins  National  Forest. 
Good  irrigated  hayland. 

And  that's  not  all! 
For   information   on   these  & 
other  properties  contact  us! 

ORR  LAND  COMPANY 

4455  Harlan  Street 
Wheat  Ridge,  Colorado  80033 
(303)  424-5010 


MONTANA  RANCH 

Nearly  10,000  deeded  acres  in  con- 
tiguous block  adjoining  National  For- 
est for  6  miles.  Merchantable  timber 
and  lush  grass  just  16  miles  north  of 
Harlowton,  MT.  This  ranch  has  been 
in  same  family  since  homesteaders. 
Priced  just  over  $100  per  acre. 
Call  or  write  for  complete  brochure: 

HALL  AND  HALL,  INC. 

P.O.  Box  1924,  Billings,  MT  59103 
(406)  252-2155 


FREE  CATALOG 

Big,  Free  Summer  1979  Catalog  de- 
scribes and  pictures  more  than  2,600 
farms,  ranches,  acreages,  recreational 
properties,  businesses,  town  and 
country  homes  in  41  states  coast  to 
coast!  Please  specify  type  and  loca- 
tion preferred. 

UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  Mo.  64112 


FOR  SALE 
18,900  ACRE  FARM 
IN  TEXAS,  U.S.A. 

Completely  developed,  and  irrigated. 
Lease  back  from  strong  seller  or  farm 
management  program  available.  Brok- 
er participation  invited.  $13,000,000 
Contact:  Mike  Justice  &  Associates 
Box  501,  Dalhart.  Texas,  U.S.A.  79022 
Phone:  (806)  249-4000  or  249-2122 


SHARING 
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REAL  ESTATE 


RESUMES 


WORLD 

FAMOUS 

REAL 

ESTATE 

BOOK 


New  1979/80  Previews  Guide. 
Just  Out!  NOW  IN  COLOR. 
Glamorous  book  of  256  pages 
—hundreds  of  fine  properties 
described  —  500  photographs. 
For  your  copy  send  $9.00.  Al- 
low 4  weeks  delivery. 

Previews  inc. 

inunuiw nut ttuie Mirtei/*  Realtors 
51-F  Weaver  Street 
Greenwich,  CT  06830 


RESUME  .  .  .  Send  career  objective, 
education,  work  history,  personal  in- 
formation, etc.  with  $100  to  JOBS 
UNLIMITED  418  N.  Potomac  St. 
(1-A)  Hagerstown,  Maryland  21740 
and  receive  10  professionally  written 
copies  in  personalized  book  form, 
ready  to  mail.  Our  resumes  command 
attention  with  proven  effectiveness. 
Upon  request  we  will  (without  charge) 
circulate  nationwide  your  qualifica- 
tions in  our  confidential  critique 
service. 


EXECUTIVE  EDUCATION 


COLLEGE  DEGREES 

FOR  LIFE  &  WORK  EXPERIENCES 

It  is  now  possible  to  earn  a  Bachelors, 
Masters,  Doctoral  Degree  by  receiv- 
ing credit  for  Life  &  Work  Experi- 
ences. Free  information,  write  World 
Wide  Consultants,  Dept.  EB-7,  Suite 
675,  150  South  Los  Roblcs,  Pasadena, 
CA  91101. 


FORBES  BINDERS 


ENERGY  SAVERS 


CEILING  FANS 
ARE  ENERGY  SAVERS 

Nostalgia  plus  efficiency  year  round. 
Send  $1.00  (refundable)  for  catalogs 
of  the  major  brands  and  special  cus- 
tom designs. 

Ceiling  Fans  Unlimited,  Dept.  FB, 
1836  Richmond,  Houston,  TX  77098. 


SLIP  CASES 

for  a  year  of  Forbes  magazines  in 
red  and  black  simulated  leather. 
Send  $4.95  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia.  Pa.  19141 
(for  3  slip  cases,  send  only  $14) 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  AM  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$18.65.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $261.10.  FORBES  will  typeset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$18.30.  Minimum  size  for  display  is  two  inches  (28 
agate  lines)  costing  $512.40.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month  pre- 
ceding date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2371 


AUTOMOBILES 


'79  Cadillacs  Cost  Less 
In  Detroit 

Dalgleish  Cadillac  has  the  lowest 
sticker  prices  in  the  U  S  A. 
Buy  your  new  1979  Cadillac 
in  Detroit  from  Dalgleish, 
the  closest  dealer  to  the  Cadillac  factory 
Before  you  buy  any  Cadillac, 
anywhere,  anytime,  call  or  see: 

DALGLEISH 
CADILLAC 

6160  Cass  Ave.,  Detroit  48202 
near  the  G.M.  &  Fisher  Bldgs. 
"Michigan's  Largest  Cadillac  Dealer" 

Phone  (313)875-0300 

Call  Bob  Pierce  or 
Charles  Owens 


SAVE  $$$$  ON  NEW  1980  CARS 

Buy  at  Detroit  prices — save  on  freight, 
too!  Full  factory  warranty.  Call  toll 
free  (800)  521-7257  for  computer  print- 
out price,  or  mail  make  &  model  to: 

BONDED  BROKERS 

2547-S  Monroe  Blvd. 
Dearborn,  Michigan  48124 
(313)  565-5577.  Specializing  in  Lincoln, 
Mercury,  Ford  &  other  "Big  3"  makes. 


AVIATION  CONSULTANTS 


•  PROFIT  FROM  OUR 
EXPERIENCE 

•  comprehensive 
aviation 
consulting 

•  specializing 
corporate  & 
commuter  lines 

•  Castro-Dugo  Assoc. 
26W580  Barnes 
Winfield,  IL  60190 
312-665-3334  /  312-665-1080 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking  for 
representatives,  the  firm's  product  line 
and  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


RESORTS 


WANT  TO 
VACATION  ON  AN 
ENCHANTED  ISLAND? 

Choose  from  among  the  following: 
SANIBEL  ISLAND 
ESTERO  ISLAND 
TREASURE  ISLAND 
MERRITT  ISLAND 
GRAND  BAHAMA  ISLANDS 

Call  us  at 
1-800-237-3104 

Florida  res.  1-800-282-3404 

Let  us  help  you  have  the 
"Vacation  of  your  life" 
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BUSINESS  OPPORTUNITIES 


ZIP'Z  ICE  CREAM  FROZEN 
YOGURT  STORES.  Join  our 
nationwide  family  of  ZIP'Z 
"Make  your  own  Sundaes"  Fran- 
chisees. ZIP'Z  Ice  Cream  Stores 
Franchise  Location  and  Train- 
ing. $10,000  min.  cash  invest- 
ment. Act  now.  Call  toll  free 
anytime  1-800-821-7700,  Ext  323 
for  ZIP'Z  OPPORTUNITY 
BROCHURE. 


THE  INVENTOR 

of  an  EPA  Approved  Platinum  coat- 
ing process  for  auto  engines  which 
reduces  pollution  and  gas  consump- 
tion simultaneously  seeks  regional  dis- 
tributors. Call  or  Write 

NATIONAL  FUELSAVER  CORP. 

667  Washington  St. 
Brookline,  Mass.  02146 
Tel:  617/731-4444 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


"TOP  20" 
INTEREST  RATE 
SURVEY 

CONCISE  COMPARISON 
OF  HIGHEST  AVAILABLE 

MONEY  MKT. 
INSTRUMENT  RETURNS 

IN  N.  AMERICA 
T-BILLS-CDs-MMCs-GICs 
30  DAY  TO  5  YR  TERMS 
CURRENT  AVAILABILITY 
13.04%  AV.  ANN.  YIELD 
5  YEAR  PLACEMENT 
SUBSTANTIAL  TAX  ADVANTAGES 
MIN.  INV.  $1,000 

NORTHSTAR 

524  CHARLES  ST. 
E.  LANSING,  MICH  48823 
(517)  337-2331 


LARGE  SILVER  MINE 

Open  Pit 
Exploration  Project 
Lease  or  Venture 
F.W.  LEWIS 
120  Greenridge  Drive 
Reno,  Nevada  89509 
Phone  702/826-2404 


CAPITAL  TO  INVEST 

NEED  COLLATERAL??? 

Financial  Guaranties  and  packaging, 
accounts  receivable,  leasing,  letters  of 
credit,  ICC  290s,  debentures  for  man- 
ufacturing, real  estate  or  venture  cap- 
ital projects. 

BROKERS  PROTECTED 
BANCOR  LTD. 
567  San  Nicholas  Dr.,  Suite  206 
Newport  Beach,  CA  92660 
Phone  (714)  640-1633 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A 165  Forbes 

60  Fifth  Avenue 
New  York,  NY  1001 1 


BUSINESS  OPPORTUNITIES 


INDUSTRIAL 
MANUFACTURING  LICENSE 

24  licensees  now  exist  interna- 
tionally. We  seek  only  qualified 
applicants  who  enjoy  the  allure 
of  manufacturing.  Virtually 
competition-free  business  secured 
by  machinery,  training  and  long 
term  support.  Investment  of 
$137,500.  Company  scrutiny  is 
considerable  and  very  much  in 
depth.  We  are  also  seeking  mas- 
ter licensees  for  foreign  coun- 
tries. 

Call  or  write,  Mr.  Faircloth 
North  American  Carbide  Corp. 

2950  So.  Umatilla 
Englewood,  CO  80110 
1-800-525-9496 


13.000,000  MEN 
WILL  RENT  A 
TUXEDO  IN  1979 

Our  youth-oriented  business  is 
growing.  We  have  modernized 
the  formalwear  rental  industry! 
Proms/weddings  are  more  pop- 
ular today  than  ever.  High  ticket 
($35-$45),  high  %  gross/net  prof- 
it business.  Continuous  in-store 
training/support/national  adver- 
tising. 141  Franchisees  are  con- 
vinced! Can  we  convince  YOU? 
(312)  236-2333,  Mr.  Heiser,  GIN- 
GISS  INTERNATIONAL,  180 
N.  La  Salle  St.,  Dept.  A79,  Chi- 
cago, IL  60601. 


MUFFLER 
FRANCHISE  OPPORTUNITY 

Discover  Meineke's  new  concept 
in  inventory  control,  pricing,  and 
selling.  Write  or  Call: 
Meineke  Discount  Muffler  Shops,  Inc. 
6330  West  Loop  South  (Suite  103) 
Bellaire,  TX  77401.  Toll  Free  (800) 
231-6697.  Texas  Residents  call 
D.A.  Kraft— collect  (713)  661-0414. 

BOOKSTORE 

Start-up  and  on-going  services,  inven- 
tory, fixtures,  site  assistance  and  train- 
ing. Approximately  $40,000  equity  cap- 
ital needed.  Over  120  stores  VT  to  CA. 
LITTLE  PROFESSOR 
BOOK  CENTERS,  INC. 
33219  Capitol.  Livonia,  MI  48150 
(800)  521-9802 
In  Michigan,  313-525-1500 

NEW  YORK  METRO  AREA 

One  of  the  largest,  most  successful 
night  club  discos  available  to  quali- 
fied investors  only.  Huge  capacity, 
spectacular  profits.  Please  write  in 
confidence  to 

MR  J  FOLLMER 
BECKWORTH  &  CO 
733  3d  Ave.,  NYC  10017 
(212)  355-0987 


BIG  OIL  MONEY 

PLUS  TAX  BENEFITS 


:mien  you  can  compete  w-tt- 
il  companies  lor  this  federal  land 
A  125  (Tax  Deductible)  fee  coulc 
g  you  as  much  as  175.000  .mmed 
ia1ely  plus  luture  payments  Write 
Dept  FF  or  call  toll  tree 
1(800)528-6050,  Ext  321 


F  MILLICAN.  INC  Drawer  3406.  Boulder.  CO  80307 
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BUSINESS  OPPORTUNITIES 


GBS 


FEEL  LIKE  YOU'RE  JUST 
MARKING  TIME  IN  A 
DEAD-END  JOB? 

Are  you  as  successful  as  you 
want  to  be?  Do  you  love  your 
work?  Find  out  about  a  Gen- 
eral Business  Services  business 
counseling  franchise.  For  a 
$15,000  franchise  fee,  we'll 
give  you  all  the  training  you 
need  to  start  your  own  coun- 
seling business. 

If  you  qualify,  you  can  get  a 
GBS  franchise  in  almost  any 
city,  large  or  small. 

Sound  like  the  break  you've 
been  waiting  for?  Call  or  write 
for  more  information  today: 
Mr.  Robert  Turner,  V.P. 
Field  Development 
Department  F-N-7 
General  Business  Services,  Inc. 
The  GBS  Building 
51  Monroe  Street 
Rockville,  MD  20850 
Or  call  toll-free: 
(800)  821-7700,  ext.  830 


WIN  OIL  RIGHTS! 


Tax  deductible  tiling  fee  of  $25  00  puts 
you  in  line  to  win  an  oil  lease  with 
possible  value  up  to  $100,000.  It's  a 
lottery  run  by  an  agency  of  the  U.S. 
Gov't  Open  to  all  U.S.  citizens  21  years 
and  older.  For  tree  information  write: 

STRATA  SEARCH,  INC.  DEPT.  MR 
P.O.  BOX  21186 
DENVER,  COLORADO  80221 

OR  CALL  TOLL  FREE: 
1-800-327-9191  EXT.  460 


EXECUTIVE  MERCHANDISE 


One  out  of  every  13  FORBES 
subscribers  is  a  millionaire 


WORLD'S  FINEST 
SUMMER 
SHOE 
SALE 


Style 
"CAP 
OXFORD" 

Reg  $130  00 
Sale  Price  $89.50 
Black  or  Brown  French  Calfskin 
S/ze  6'i  -  13  Widths  A-EEE 

REGULAR  VALUES 
FROM  $52  50  —  $172  50 
IN  SPECIAL  SALE  COLLECTION 
SALE  PRICES  FROM 

$39.95  — $125.00 

Many  Other  STYLES  •  SIZES  •  COLORS 
SLIP-ONS  •  TIES  •  BOOTS 
Widths  A-EEE  (not  all  styles  or  sizes) 

Allow  4  weeks  on  mail  orders,  check  or 
money  order  must  accompany  all  orderS- 
Major  credit  cards  accepted,  no 
COO'S  Add  $2  50  per 
pa*lr  mailing  plus  any 
sales  tax  applicable. 
All  merchandise 
subject  to  prior  sale, 
all  sales  final. 

Write  lor  Free  Mail  Order  Sale  Brochure 
CHURCH'S  ENGLISH  SHOES 

428  Madison  Ave.  (at  49th) 
New  York.  N  Y  10017 

9633  Brighton  Way.  Beverly  Hills.  Ca.  90210 
1^      .  (213)  275-1263  /  274-0690^^^1 


Thoughts 

on  the  Business  of  I  jfe 


A  successful  life  is  not  an 
easy  life.  It  is  built  upon 
strong  qualities,  sacrifice, 
endeavor,  loyalty,  integrity. 
Grant  D.  Brandon 


Renown  is  a  source  of  toil 
and  sorrow;  obscurity  is 
a  source  of  happiness. 

JOHANN  L.  VON  MOSHEIM 


Fame  is  a  vapor,  popularity 
an  accident,  riches  take  wing. 
Only  one  thing  endures, 
and  that  is  character. 
Horace  Greeley 


To  find  a  career  to  which 
you  are  adapted  by  nature  and 
then  to  work  hard  at  it,  is 
about  as  near  to  a  formula 
for  success  and  happiness 
as  the  world  provides. 
Mark  Sullivan 


A  Text . . . 

If  any  man  desire  to 
be  first,  the  same 
shall  be  last  of  all, 
and  servant  of  all. 
Mark  9:35 


Sent  in  by  Douglas  H.  Hoard,  Pontiac,  Mich. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


When  a  man  decides  to  do 
something  he  must  go  all 
the  way,  but  he  must  take 
responsibility  for  what  he 
does.  He  must  know  first  why 
he  is  doing  it  and  then  he 
must  proceed  with  his  actions 
with  no  doubts  or  remorse. 
Carlos  Castenada 


Early  in  life  I  had  to  choose 
between  honest  arrogance  and 
hypocritical  humility.  I  chose 
honest  arrogance  and  have  seen 
no  occasion  to  change. 
Frank  Lloyd  Wright 


Is  your  goal  in  life  such 
that  the  reaching  of  it  would 
win  you  a  place  in  the  hearts, 
the  affections,  the  esteem  of 
others?  Or  would  it  please 
only  yourself7  If  that  is  so, 
it  wouldn't  do  even  that. 
B.  C.  Forbes 


Loneliness  is 

the  ultimate  poverty. 

Frank  Tyger 


Half  the  harm  that  is  done  in 
this  world  is  due  to  people  who 
want  to  feel  important.  They 
don't  want  to  do  harm — but  the 
harm  does  not  interest  them.  Or 
they  do  not  see  it,  or  they 
justify  it.  Because  they  are 
absorbed  in  the  endless  struggle 
to  think  well  of  themselves. 
T.  S.  Eliot 


A  man  is  what  he  is  before 
God  and  nothing  more. 
St.  Francis  of  Assisi 


It  hath  been  observed  by  some 
man  of  much  greater  reputation 
for  wisdom  than  myself  that 
misfortunes  seldom  come  single. 
An  instance  of  this  may,  I 
believe,  be  seen  in  those 
gentlemen  who  have  the 
misfortune  to  have  any  of 
their  rogueries  detected,  for 
here  discovery  seldom  stops 
till  the  whole  is  come  out. 
Henry  Fieldim; 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue,  New  York, 
N.Y.  10011  Add  appropriate  sales  tax  on 
New  York  State  orders. 


I  must  study  politics  and  war, 
that  my  sons  may  have  liberty 
to  study  mathematics  and  phi- 
losophy. My  sons  ought  to  study 
mathematics  and  philosophy, 
geography,  natural  history  and 
naval  architecture,  in  order 
to  give  their  children  a  right 
to  study  painting,  poetry, 
music,  architecture,  statuary, 
tapestry  and  porcelain. 
John  Adams 


The  whole  history  of  the 
world  is  summed  up  in  the  fact 
that,  when  nations  are  strong, 
they  are  not  always  just,  and 
when  they  wish  to  be  just, 
they  are  no  longer  strong. 
Winston  Churchill 


The  great  differences  that 
disturb  the  peace  of  mankind 
are  not  about  ends,  but  means. 
Samuel  Johnson 

Democracy  is  the  most  fragile 
and  difficult  political  system 
ever  devised.  Its  fragility 
lies  precisely  in  the  fact  that 
it  is  the  system  best  suited 
to  the  human  condition  itself, 
since  it  allows  maximum 
freedom  for  all  the  whims  and 
emotions,  the  wants  and  the 
needs,  of  the  individual  person. 
Democracy  is  difficult  because 
men  and  women  are  difficult. 
John  D.  Rockefeller  hi 


No  one  in  this  country  has  any 
roots  anywhere;  we  don't  live 
in  America,  we  board  here,  we 
are  like  spiders  that  run  over 
the  surface  of  the  water. 
Van  Wyck  Brooks 


If  each  of  us  can  be  helped 
by  science  to  live  a  hundred 
years,  what  will  it  profit  us 
if  our  hates  and  fears,  our 
loneliness  and  our  remorse  will 
not  permit  us  to  enjoy  them? 
David  Neiswanger 


Happiness  is  not  the  station 
we  arrive  at  but  the  manner 
by  which  we  arrive. 
Oliver  G.  Wilson 
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Some  people  set  their  sights  higher  than  others. 
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The  symbol  of  imported  luxury.  Bottled  in  Canada 
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Enjoy  our  quality  in  moderation. 

whisky  A  blend  of  Canada's  finest  whiskies  6  years  old.  86.8  Proof.  Seagram  Distillers  Co.,  N.Y.C. 
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Cleveland,  Ohio: 

Still  the  hone 
of  free  enterprise. 


In  spite  of  its  current  notoriety, 
Cleveland  is,  and  will  continue  to  be, 
the  home  of  free  enterprise  and  the 
workers  it  benefits. 

When  the  publicity  seekers  have 
moved  on  to  new  confrontations,  we  and 
the  other  companies  who  call  Cleveland 
home  will  still  find  the  same  attractions 
and  opportunities  awaiting  us  along 
the  shores  of  Lake  Erie. 

The  economic  advantages  of  trans- 
portation, proximity  to  raw  materials, 
abundant  water  supply,  nearness  to 
major  markets,  and  the  large  and  diverse 
labor  pool  that  drew  us  to  Cleveland  in 
the  first  place  still  remain. 

As  a  company  soon  to  celebrate 
its  100th  anniversary  in  Cleveland,  we 
anticipate  a  second  century  just  as 
challenging,  and  just  as  rewarding,  as 
the  first.  We're  confident  that  Cleveland 
still  holds  the  same  keys  to  our  promising 
future  that  have  contributed  to  our 
successful  past. 


The  abundance  of  skilled  workers  which  brought 
Warner  G  Swasey  to  Cleveland  in  1881  is  still 
a  major  strength  of  our  city. 


WARNER  &  SWASEY 

Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 
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Lots  of  things  have  changed 

in  fleets,  except 
the  name  of  the  leader. 

Running  a  fleet  of  vehicles  has  become 
more  and  more  complex  over  the  years.  But 
through  the  years  and  all  the  changes,  one 
thing  remains  the  same.  Chevy  is  still  the 
leader. 

Being  right  makes  Chevy  first. 

Chevy  is  the  traditional  fleet  sales 
leader  because  Chevys  have  always  helped 
meet  the  needs  and  solve  the  problems  of 
fleet  operators.  Over  the  years  Chevy  has 
evolved  a  complete  line  of  trim,  downsized 
cars.  So,  fleet  operators  can  match  their  needs 
with  the  right  car  for  the  job. 

Chevy  is  right  for  the  '80s. 

In  April  of  this  year  America  met  the 
first  Chevy  of  the  '80s.  Chevy  Citation.  The 
public  took  one  look  at  this  spacious,  front 
wheel  drive  compact  and  they  liked  what  they 
saw.  That's  because  all  Chevys,  from  Chevette 


to  Caprice,  are  designed  and  built  to  meet  the 
real  needs  of  people  who  drive. 

The  proven  performers. 

Chevy  offers  fleets  more  than  great 
cars  and  design  genius.  The  Chevy  fleet  or- 
ganization is  a  group  of  bright,  experienced 
hardworking  people,  people  whose  business 
it  is  to  help  you  stay  ahead  of  the  game.  They 
work  with  one  of  the  biggest  dealer  networks 
in  the  world  to  get  the  job  done  for  you.  It's 
clear,  lots  of  things  have  changed  in  fleets  over 
the  years  except  the  name,  and  the  solid  value 
of  the  traditional  leader  in  fleet  sales.  Chev- 
rolet. 

Chevy  cars,  Chevy  dealers, 
Chevy  people:  the  proven  performers. 
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Side  Lines 


Balloons,  balloons, 
balloons 


Fast  action 

Articles  that  appear  in  Forbes  have  been 
known  to  have  an  impact  on  readers  and 
on  events,  but  rarely  has  there  been  a 
reaction  as  swift  as  that  which  followed 
publication  in  our  last  issue  of  a  story  on 
Wheeling-Pittsburgh  Steel  Corp.'s  efforts 
to  get  a  federal  loan  guarantee  (Forbes, 
July  9). 

On  Monday,  June  25,  the  very  day  that 
issue  began  to  reach  subscribers,  Senator 
Lowell  Weicker  (R-Conn.)  was  in  the 
midst  of  a  floor  fight  to  cut  funds  from 
the  agency  that  would  grant  the  loan 
when  an  aide  slipped  him  the  new  issue 
of  Forbes.  Weicker  scanned  our  article, 
quoted  the  last  three  paragraphs  in  his 
remarks  and  had  copies  placed  on  his 
colleagues'  desks.  The  story  questioned 
management's  motives  in  telling  share- 
holders about  the  deal  and  pointed  out 
that  professional  investors  stood  to  prof- 
it handsomely  if  the  loan  guarantee  were 
approved. 

Tempers  in  the  world's  greatest  delib- 
erative body  instantly  rose.  Senator  John 
Heinz  (R-Pa.),  in  whose  state  Wheeling 
plans  to  open  its  plant,  accused  Weicker 
of  fighting  the  loan  to  help  a  Connecti- 
cut-based corporation.  Heinz,  it  appears, 
mistakenly  thought  that  a  subsidiary  of 
New  York's  Crane  Co.  which  would 
compete  with  Wheeling  if  the  loan  goes 
through  was  located  in  Connecticut. 
Weicker,  according  to  a  Washington  Post 


The  scene  at  left  was  photographed  las 
month  at  the  Fifth  Annual  Invitations 
Balloon  Meet  sponsored  by  Forbes  an 
held  at  the  Forbes-owned  Chateau  di 
Balleroy  in  Normandy.  On  the  grounds  c 
this  historic  17th-century  estate  wher 
Malcolm  Forbes  has  installed  the  world' 
first  museum  dedicated  to  ballooning 
13,500  visitors  paid  to  watch  balloonin, 
demonstrations.  Among  the  winners  o 
the  Balloonists  of  the  Year  Trophy  thi 
year  were  the  three  Americans  who  las 
August  thrilled  the  world  by  crossing  th< 
Atlantic  in  a  balloon.  The  distinguishet 
balloonists  rubbed  shoulders  with  somi 
equally  distinguished  businessmen 
guests,  among  them,  Thomas  Mellon  Ev 
ans,  chairman  of  Crane  Co.,  and  Franqoi 
Giscard  d'Estaing,  the  prominent  Frencl 
banker  whose  first  cousin  is  president  o 
France.  The  whole  weekend  was  bril 
liantly  planned  and  executed  by  the  at 
tractive  manager  of  the  chateau,  Mme 
Kassia  LePrieur-Decker.  The  guests 
didn't  even  seem  to  mind  when  the> 
discovered  that  many  rooms  at  the  cha 
teau  don't  have  modern  plumbing.  Yoii 
can't  have  everything. 


account  the  next  day,  responded  thai 
anyone  so  confused  was  "either  an  idiol 
or  devious." 

Nothing  of  that  heated  exchange 
shows  up  in  the  Congressional  Record's 
official  account.  After  several  minutes  ol 
pandemonium,  Heinz  invoked  a  little- 
used  rule  that  stops  debate  and  allows 
senators  to  take  back  offensive  remarks. 
Meanwhile,  Senate  Majority  Leader  Rob- 
ert C.  Byrd  (D-W.Va.)  rushed  in  to  cool 
tempers. 

Being  expunged  from  the  Congression- 
al Record,  it  seems  to  us,  is  rather  like 
being  dropped  from  the  telephone  direc- 
tory of  Petropavlovsk.  Unless  someone  is 
looking  for  you  there  for  some  particular- 
ly urgent  reason,  no  one  is  likely  to  no- 
tice. Still,  the  event  leaves  us  with  decid- 
edly mixed  feelings.  On  the  one  hand,  we 
are  awed  by,  and  just  a  little  bit  envious 
of,  the  Senate's  power  to  alter  the  writ- 
ten record  of  its  past.  On  the  other  hand, 
we  wish  the  Senate  wouldn't  think  it 
necessary  to  take  itself  so  seriously  all 
the  time. 

In  any  case,  though  Weicker 's  amend- 
ment subsequently  lost  by  a  vote  of  59  to 
29,  the  issue  isn't  dead  yet.  Bureaucrats 
in  the  Departments  of  Agriculture  and 
Commerce  still  haven't  approved  Wheel- 
ing-Pittsburgh's loan  guarantee  applica- 
tions, and  the  Securities  &  Exchange 
Commission  has  now  assigned  an  inves- 
tigator to  the  case. 
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Through  ERC  we're  deep  into 
developing  and  producing 
tomorrow's  energy  systems,  today 


FUEL  CELLS 


NICKEL-ZINC  BATTERIES 


Our  subsidiary,  Energy  Research  Corporation,  has 
already  gone  further  than  their  name  suggests. 
They  have  produced  silver-zinc  batteries  for  the 
Navy's  deepest  diving  submersible,  the  bathy- 
scaphe TRIESTE  II. 

ERC  has  a  contract  with  the  Argonne  National 
Laboratory  for  the  development  of  advanced 
nickel-zinc  batteries  for  electric  autos. 
Fuel  cells  are  being  developed  by  ERC  for  use  by 
the  U.S.  Army  as  field  electrical  generating  units. 


MINERALS  CORPORATION 

A  BASIC  SOURCE 


These  quiet,  non-polluting,  very  high  efficiency 
units  are  forerunners  of  independent,  gas-fueled 
total  energy  systems  being  developed  for  the  De- 
partment of  Energy  to  provide  all  the  electrical 
power,  heat  and  cooling  requirements  of  large 
buildings,  factories  and  mines.  ERC  is  also  devel- 
oping a  coal-burning  fuel  cell  system  for  DOE. 

Throughout  the  world,  we're  exploring  and  developing 
underground  sources  of  minerals,  coal,  oil  and  gas. 
Through  Energy  Research  Corporation  we're  exploring 
above-ground  to  develop  energy  systems  which  make 
the  most  efficient  use  of  these  resources. 
If  you  would  like  to  know  more  about  us,  write  to  Dept. 
4  for  our  annual  report. 

250  Park  Avenue,    New  York,  New  York  10017 


Paper. 

Is  your  office 
exceeding  its  minimum 
daily  requirement? 


Kodak  knows  that  paper  is  the  cholesterol 
that  clogs  your  filing  system,  builds  up  on  your 
desk,  and  weighs  you  down.  You  can  never  find 
it  when  you  want  it,  all  of  which  makes  your 
office  slower  to  act  and  react. 

We  have  a  Kodak  Reducing  Plan  that  can 
help  you.  It  recognizes  that  you  can't  cut  down 
on  the  amount  of  paper  that  comes  into  your 
office.  But  you  can  avoid  taking  on  flab  by 
managing  paper— putting  it  on  microfilm  and 
reducing  your  filing  space  by  as  much  as  98%. 

It  sounds  incredible,  but  Kodak  has 
helped  thousands  of  companies  do  just  that. 
Microfilming  of  old,  inactive  records  immediately 
reduces  the  girth  of  storage  rooms,  freeing  up 
space  for  productive  use.  Microfilming  active 
records  stops  bulging  files  before  they  start. 


Eastman  Kodak  Company,  1979 


You'll  be  able  to  find  the  information  you  want 
and  make  an  excellent  paper  print  of  it,  all  in 
seconds.  We  can  counsel  you  on  your  systems 
and  help  you  save  money  in  time,  space, 
and  labor. 

Other  advantages  of  microfilm,  such  as 
its  ease  of  handling  and  archival  quality,  make  it 
a  compelling  alternative  to  taking  on  more  and 
more  paperweight. 

Let's  talk  about  it.  Our  products  range 
from  desk-top  cameras  and  readers  to  laser 
COM  devices  for  computer  output  microfilming. 
We  can  help  you  design  an  equipment  configu- 
ration that  will  meet  your  needs.  Get  your 
office  back  to  its  minimum 
daily  requirement  of  paper.  Clip 
and  mail  the  coupon  today. 

The  Reducing  Plan 

Kodak  microfilm 


Eastman  Kodak  Company 
Department  DP9629 
Rochester,  New  York  14650 

□  Please  send  me  more  information 
about  the  Kodak  Reducing  Plan. 

□  Please  have  a  Kodak  representative 
call  to  arrange  a  free  survey  of  my 
office  filing  system. 
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Company 
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State  &  Zip 


Phone 


Trends 


Economics  in  the  Senate 


Senator  Gary  Hart 


Battle  order  on  the  balance  sheet. 

The  draft  is  alive  and  moving  in  Con- 
gress and  while  most  of  the  debate  on  it 
will  throb  with  flag-waving  oratory,  one 
senator  is  marshaling  a  purely  economic 
argument  against  it.  Surprisingly,  this 
boardroom  approach  comes  from  Colora- 
do's Democratic  Senator  Gary  Hart,  who 
managed  George  McGovem's  1972 
presidential  campaign,  an  effort  noted 
for  zany  economics.  A  member  of  the 
Senate  Armed  Services  Committee,  Hart 
thinks  the  Pentagon  should  build  up  the 
Navy  instead  of  trying  to  fill  the  Army's 
thinning  ranks  because  the  U.S.  is  by 
nature  a  sea  power.  But  he  is  arguing  like 
Keynes,  not  Clausewitz.  Seapower,  he 
says,  is  capital  intensive,  rather  than  la- 
bor intensive.  Almost  60%  of  the  Army 
budget,  he  points  out,  goes  for  manpow- 
er; the  Navy  operates  at  half  that  level. 
Fifteen  years  ago,  he  adds,  when  the  U.S. 
fleet  was  twice  its  present  size,  the  Navy 
manned  it  with  only  25%  more  men 
than  it  now  has.  Hart  also  criticizes  the 
Army  for  its  level  of  support  troops — 
highest  among  the  major  powers — 
40,000  backup  soldiers  per  division,  vs. 
25,000  for  Western  Europe  and  10,000  for 
the  Soviet  Union.  (Hart  is  overlooking 
the  fact  that  the  U.S.  has  fought  its  wars 
at  the  end  of  ocean-spanning  supply 
lines,  the  others  in  their  own  backyards.) 


Ms.  Manager 

Lots  of  Indians,  but  few  chiefs,  sums  up 
how  women  are  faring  in  business.  To- 
day, 50%  of  American  women  are  work- 
ing (41%  of  the  work  force)  but  a  far,  far 
smaller  fraction  has  reached  the  upper 
echelons.  One  indicator  is  the  number  of 


distaff  students  in  "management  en- 
hancement" courses  at  major  business 
schools.  These  one-week-to-two-month 
sessions,  designed  to  polish  management 
skills,  are  one  sure  sign  that  someone  is 
on  the  fast  track.  Last  year  4,633  execu- 
tives, ages  35  to  45,  attended  such  brush- 
up  courses  in  83  university  programs  (at 
an  average  cost  to  employers  of  $5,000). 
Only  213,  or  4.6%,  were  women.  At  Cor- 
nell, for  example,  4  of  114  students  were 
female  (an  improvement,  at  that,  over 
pre- 1974,  when  there  were  none).  Stan- 
ford's business  school  had  5  women  out 
of  400.  Cornell's  Earl  Brooks,  who  has 
been  running  these  programs  for  27 
years,  thinks  the  principal  reason  is 
"there  aren't  that  many  women  in  upper 
management."  Brooks  also  cites  fears 
that  sending  female  talent  to  these 
courses  makes  them  too  visible — and 
vulnerable — to  competitors.  The  same 
point  is  made  by  Alan  White  of  M.I.T.'s 
Alfred  P.  Sloan  School  (whose  female  reg- 
istration in  its  nine-week  senior  execu- 
tive course  is  close  to  10%  and  is  over 
10%  for  its  one-year  program).  Off  cam- 
pus, Terry  Odendahl  of  the  Business  & 
Professional  Women's  Foundation  is 
more  blunt:  "I  think  the  problem  is  still 
discrimination."  She  could  have  a  point. 
In  1947,  5%  of  working  women  were 
managers;  today  the  figure  is  6% . 


Sunshine  on  the  farm 

This  looks  like  the  best  year  since  1973, 
with  net  income  expected  to  climb  be- 
yond the  $31  billion  to  $33  billion  pre- 
dicted earlier  by  the  Agriculture  Depart- 
ment. Beef  prices  are  staying  sky-high, 
and  with  a  poor  harvest  in  the  Soviet 
Union  the  prospects  for  exports  are  send- 
ing grain  prices  soaring.  Wheat  is  head- 
ing for  $5  a  bushel  and  corn  and  soybean 
tags  have  jumped  during  the  last  two 
months.  The  farmers'  old  peak  was  $33 
billion  in  1973,  another  year  of  massive 
sales  to  the  Soviet  Union. 


Uncle  Sam's  paper 

The  Treasury  says  it  is  getting  a  barrage 
of  mail  from  citizens  worried  about  their 
U.S.  Savings  Bonds.  The  confusion  ap- 
parently started  when  Washington  an- 
nounced earlier  this  year  that  bonds  sold 
between  May  1941  and  April  1952  would 
stop  bearing  interest  after  40  years  and 
that  the  familiar  E  and  H  bonds  would  be 
eliminated  at  the  end  of  this  year  and 
replaced  by  new  issues.  Actually,  no 
bonds  will  stop  earning  interest  until 
May  1981  and  even  then,  they  need  not 
be  cashed  in  by  any  fixed  date.  (The  $25 
bond  bought  for  $18.75  in  1941  will  be 
worth  more  than  $90  by  1981,  the  Trea- 
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sury  says.)  The  replacement  for  old  I 
bonds,  the  EE  series,  will  be  similar  tc 
the  "Remember  Pearl  Harbor"  paper  ex 
cept  that  the  smallest  denomination  will 
be  $50,  buyable  at  $25  and  maturing  in 
eleven  years. 


Bouncing  back 

How  does  a  community  fare  after  it  has 
been  smashed  by  some  natural  disaster? 
Remarkably  well,  Northwestern  Univer- 
sity concluded  after  a  study  of  tornadoes, 
floods  and  hurricanes.  A  check  on  areas 
struck  by  disaster  during  the  1950s  and 
1960s  in  Kansas,  Texas,  Arkansas  and 
California  found  that  the  target  communi- 
ties suffered  few  long-term  economic 
losses.  The  researchers  examined  the 
economies  of  the  cities  involved  ten  years 
before  and  ten  years  after  the  disaster, 
using  such  benchmarks  as  the  number  of 
restaurants,  gasoline  stations  and  other 
small  businesses  during  the  20  years. 


The  reluctant  pensioner 

The  experts  may  have  guessed  wrong 
when  they  said  that  raising  the  manda- 
tory retirement  age  from  65  to  70  would 
persuade  only  a  few  old-timers  to  stay  on 
the  job.  For  one  thing,  13%  inflation  will 
convince  many  that  they  can't  afford  to 
go  to  pasture.  (Few  private  pension  plans 
made  allowances  for  the  cost  of  living.) 
Sears,  Roebuck,  for  one,  has  found  that 
since  it  dropped  mandatory  retirement 
last  year,  most  of  its  workers,  salaried 
and  hourly,  preferred  to  stay  on  the  pay- 
roll. The  new  law  has  only  been  in  effect 
since  January,  so  it's  too  early  to  assess 
its  full  impact.  But  corporations  are  brac- 
ing for  the  realization  that  they  may 
have  to  fire  those  diehards  who  are  no 
longer  doing  the  job.  "The  ones  who 
want  to  stay,"  says  General  Motors 
Chairman  Thomas  A.  Murphy,  "are  of- 
ten the  ones  who  should  retire." 


Sour  note 

Pop  singer  John  Denver,  long  the  darling 
of  the  "involved  citizens"  in  the  conser- 
vation and  environmental  camps,  has 
been  taking  his  lumps  since  the  gasoline 
crunch  arrived.  The  Rocky  Mountain 
News,  the  big  voice  in  Denver's  home 
country,  has  blasted  him  for  installing  a 
2,000-gallon  gas  storage  tank  on  his  As- 
pen, Colo,  spread.  "Here's  rule  number 
one  of  what  not  to  do  in  a  crisis,"  the 
paper  said  in  an  editorial:  "Don't  decide 
it's  every  man  for  himself."  The  tank 
might  help  the  millionaire  singer  weath- 
er the  fuel  crisis,  the  .Yews  added,  "but  it's 
not  going  to  help  his  neighbors."  Denver, 
it  concluded,  "should  know  better."  ■ 
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Hard,  timely  information 
you  can  use  today,  planning  for 
better  business  tomorrow. 


Presenting  the  latest  edition  of  the 
Guild  books,  a  series  of 
illuminating  case  studies  that 
illustrate  important  facts  in  planning 
professional  or  business 
partnership  buy-outs  and  stock 
purchase  agreements  for  close 
corporations. 

In  a  concise, 
readable  style,  the  author 
of  these  well-known  and 
widely  used  books  offers 
significant  up-to-date 
information  on  helping 
yourself  or  your  clients 
build  a  healthy  and  stable 
business  future. 

If  you  are  involved  in  or 
are  advising  a  member  of  a 
close  corporation,  business 
or  professional  partnership, 
(whether  or  not  yet  formed) 
these  books  can  help  you 
significantly  improve  the 
chances  for  success. 

Stock-Purchase  Agreements  and 
the  Close  Corporation 

•  The  Need  for  Careful  Planning 

•  Stod<  Retirement  or  Cross 
Purchase:  Which  Plan? 

•  Using  a  Trustee 

•  The  Problem  of  Valuation 

•  Tax  Considerations 

•  Spedmen  Agreements 


Please  send  me  a  free  copy  of 

□  Stock  Purchase  Agreements  and 

I The  Close  Corporation 
□  Business-Partnership 
Purchase  Agreements 

□  Professional-Partnership 
■       Purchase  Plan 

jj|  Name  

Address  

I 
I 

I 

New  York.  New  York  1 00 1  / 


City- 


Irwin  Smiley,  C.L.U.,  General  Agent 
Smiley-Worth  Associates,  Inc. 

National  Life  Insurance  Company 
380  Lexington  Avenue 
New  York.  New  York  1 00 1  7 


I 
I 
I 
I 
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Business-Partnership  Purchase 
Agreements 

•  The  Business  Partnership  Defined 

•  The  Plans:  Equity  Purchase  or 
Cross  Purchase? 

•  Adhering  to  Classic 
Arrangement 

/  •  Tax  Considerations,  Good 
/  Will,  Funding  Insurance 

#  Spedmen  Agreements 

Professional-Partnership 
Purchase  Plans 

•  The  Nature  of  a  Professional 
/  Partnership 

•  The  Various  Purchase  Plans:  Pros 
)  and  Cons 

•  Valuation  and  Tax  Considerations 

•  How  to  Set  Up  a  Plan 

•  Putting  a  Price  Tag  on  the 
Interest  of  Each  Partner 

•  The  Role  of  Estate  Taxes 

Any  one  of  these  books  is 
yours  free  for  the  asking.  For  your 
copy,  simply  complete  the  coupon 
and  send  it  with  your  business 
card  attached. 


The  quality  of  Life. 

National  Life 

of  Vermont 

National  Life  Insurance  Company    Home  Office:  Montpelier.  Vermont  05602 
LIFE  INSURANCE.  BUSINESS  INSURANCE.  DISABILITY  INSURANCE.  PENSION  AND  PROFIT-SHARING  PLANS. 
THROUGH  OUR  AFFILIATE.  EQUITY  SERVICES.  INC.  —  MUTUAL  FUNDS,  VARIABLE  ANNUITIES. 


First-CIa 


The  U.S.  Postal  Service  has  specifically 
designed  the  Presort  mail  system  to  help  you 
cut  your  First-Class  mailing  costs. 

You  can  save  two  cents  on  every  First- 
Class  letter  and  one  cent  on  every  postcard. 
It  doesn't  sound  like  much,  but  if  you  think  of 
your  yearly  mail  volume,  those  few  cents  could 
add  up  to  hundreds  of  thousands  of  dollars. 

Large  companies,  already  using  Presort, 
report  savings  in  the  $100,000  to  $300,000 
range  every  year. 

Retailers,  banks,  universities,  state  and 
local  governments,  publishers -more  than 
10,000  organizations  of  every  kind  will  save 
more  than  $100  million  this  year  by  using 
Presort  for  their  First-Class  Mail.® 

In  these  times  of  rising  costs,  can  you 
afford  to  pass  up  these  kinds  of  savings? 

Sort  your  mail  by  ZIP  Code. 
Then  count  up  your  savings. 

The  concept  of  Presort  is  simple.  You  pre- 
sort your  First-Class  Mail  by  ZIP  Code®  be- 
fore you  bring  it  to  the  Post  Office.  By  saving 
us  a  little  effort,  you  save  your  organization  a 
lot  of  money. 

And  the  Presort  system  is  easily  adapta- 
ble to  your  organization: 

1.  You  must  have  at  least  500  First-Class  Mail 
pieces  per  mailing  to  qualify. 

2.  You  must  bundle  your  mail  in  groups  of  10  or 
more  pieces,  presorted  to  common  5-digit 
ZIP  Codes. 

3.  Remaining  mail  can  be  presorted  to  the  first 
three  ZIP  Code  digits  whenever  there  are  50 
or  more  pieces. 

We'll  even  supply  you  with  the  special 
trays  and  preparation  materials  you'll  need,  at 
no  extra  charge.  Then  all  you  have  to  do  is  drop 
off  your  presorted  mail  at  the  designated  postal 
facility  in  your  city. 


$75,000  postage 
for 500,000  letters. 


Presort  ensures  consistent 
delivery  because  your  mail 
goes  through  fewer  steps. 

With  Presort,  your  mail  requires  less  nan 
dling  time  since  it  bypasses  many  individual 
Postal  Service  operations.  Presorted  mail  is  on  8 
its  way  almost  as  soon  as  vou  drop  it  at  your 
Post  Office. 

That  ensures  consistent  delivery-  and  bet- 
ter service  for  you.  Which  translates  into  a 
quicker  turnaround  time  for  payments,  faster 
communications  with  customers  and  stock- 
holders, and  significant  cash  float  savings. 

One  company  saves  s 84,000  a  year. 

The  Bank  of  Virginia  uses  Presort  to  mail 
3.9  million  Master  Charge  statements  annuallv 
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for  the  frugal. 


$65, 000  postage 
for 500,000  letters. 


jid  shortly,  they  will  be  presorting  savings 
2count  statements.  The  company  saved 
29,000  the  first  year,  even  after  start-up  costs, 
id  expects  to  save  $84,000  this  year. 

In  addition,  Presort  allows  their  market- 
ig  department  to  target  advertising  inserts  at 
emographic  profiles  identified  by  3-digit  ZIP 
ode  areas. 


As  Peter  Haff,  Assistant  "Vice  President, 
Bank  of  Virginia,  says,  "Any  company  that 
doesn't  closely  analyze  what  Presort  can  do  for 
them,  is  foolish." 

You  do  the  sorting. 
We'll  put  in  our  2<. 

You  can  presort  mail  with  special  mail 
sorting  equipment,  computer  or  even  by  man- 
ual processing.  But  whatever  method  you 
choose,  Presort  adds  up  to  substantial  savings. 

The  Postal  Service  can  explain  the  service 
in  detail,  advise  your  mailroom  personnel,  help 
organize  your  mail  flow,  or  help  set  up  your 
mailing  system  to  take  advantage  of  the 
Presort  system. 

Shouldn't  you  evaluate  how  your  mailing 
costs  affect  your  profit  picture? 

We  don't  think  you  can  afford  to  pass  by 
the  savings  Presort  offers  you. 

For  the  Presort  Saver  Kit,  send  in  the 
coupon.  Better  yet,  contact  your  local 
Postmaster  or  Customer  Service  Representa- 
tive for  more  information. 


PRESORT 

CUTS  THE  COST 
OF  FIRST-CLASS  MAIL 


U.S. 
POSTAL 
SERVICE 


To:  Asst.  Postmaster  General,  Customer  Svcs. 
U.S.  Postal  Service,  Room  5900  (F-2) 
475  L'Enfant  Plaza,  West,  S.W. 
Washington,  D.C.  20260 

Annual  D  100,000  pieces  or  less 

Mail  Volume      □  100,000-1,000,000  pieces 
(Check  One)      □  1,000,000  and  above 


Please  send  Presort  literature  to: 

Name  

Title  

Company  

Street  

City  


(F-2) 


.State. 


_ZIP. 


Type  of  Business:  (Check  one) 

□  Banking  □  Retail  □  Government 

□  Education        □  Medical       □  Publishing 


□  Manufacturing 

□  Other 

 I 


Follow-Through 


An  original  in  oil 

"Boone  Pickens  has  a  way  of  zigging 
while  others  are  zagging,"  Fokbks  com- 
mented this  spring  (May  14)  after  the  50- 
year-old  geologist-chairman  of  Mesa  Pe- 
troleum proposed  selling  his  firm's  North 
Sea  and  Canadian  interests  to  build  up 
$500  million  in  cash  and  credits  at  home. 
Last  month  he  set  Wall  Street  agog  once 
again  by  announcing  he  would  create  an 
independent  trust  for  his  shareholders 
and  transfer  to  it  a  90%  royalty  in  gas- 
producing  properties  that  are  55%  of  Me- 
sa's assets. 

The  plan  means  Mesa  stockholders  will 
own  these  properties  directly  instead  of 
through  their  shares  and  will  get  all  the 
postexpense  cash  flow  (estimated  at  $50 
million  a  year)  from  gas  fields  in  Kansas, 
New  Mexico,  Colorado  and  Wyoming. 
Owners  will  get  their  Mesa  Trust  certifi- 
cates this  fall,  not  in  trade  but  as  a  "divi- 
dend in  kind."  Each  should  produce  over 
$3  a  year  in  income  and  the  estimated 
market  value  for  the  new  paper  will  be 
about  $30.  For  tax  purposes,  it  will  repre- 
sent a  return  of  capital  and  holders  can  also 
apply  depletion  allowances.  Thus  an  own- 
er in,  say,  the  50%  bracket  could  pay  25% 
on  gas  income. 

Why  did  Pickens  do  this?  Because,  as 
he  has  said  before,  "we  have  to  translate 
the  true  value  of  the  reserves  of  the  com- 
pany to  the  stockholder  at  some  point." 
The  move  also  reduced  Mesa's  reserves 
so  that  any  new  discovery  will  have  a 
greater  impact  on  a  smaller  base.  "It's  a 
more  exciting  company,"  he  says. 

It  is  certainly  different.  Once  the  pro- 
ceeds of  the  Canadian  and  North  Sea 
sales  are  in  and  the  gas  lands  are  spun  off 
to  the  new  trust,  Mesa  will  be  the  debt- 


free  owner  of  17  million  barrels  of  oil, 
800  million  cubic  feet  of  gas  reserves  and 
1.3  million  undeveloped  acres.  Pickens' 
new  properties  in  the  Gulf  of  Mexico, 
moreover,  won't  be  in  full  production 
until  next  year  when  the  new  Mesa  will 
have  a  cash  flow  of  around  $140  million, 
some  $25  million  more  than  the  old 
Mesa  had  in  1978.  To  keep  things  rolling 
along,  Pickens  plans  to  lay  out  $150  mil- 
lion next  year  for  exploration  and  capital 
spending  and  comparable  sums  in  subse- 
quent years.  The  idea  is  to  make  Mesa 
burgeon  like  a  well-pruned  tree.  "Bur- 
geon" is  the  word  for  Boone  Pickens.  He 
started  selling  oil  leases  in  1956  with 
$2,500  and  $100,000  in  credit.  From 
there  he  built  Mesa  into  a  company  with 
$374  million  in  stockholders'  equity,  $1 
billion  in  assets  and  market  value  of 
more  than  $650  million. 

Scores  of  investment  bankers  have  al- 
ready called  Amarillo  to  talk  about  the 
Mesa  Trust  and  are  checking  their  files 
to  see  if  other  oil  companies  can  do 
something  like  it.  The  fact  is  that  unless 
a  company  has  been  as  aggressive  in  ex- 
ploring as  Mesa,  the  tax  consequences 
could  be  prohibitive.  Wall  Street  is  dis- 
covering there  aren't  many  companies 
like  Mesa,  because  there  aren't  many 
oilmen  like  T.  Boone  Pickens. 

Who's  on  first? 

Coopers  &  Lybrand's  first  annual  report, 
claiming  $595  million  in  worldwide  rev- 
enues, made  the  Anglo-American  audit- 
ing firm  the  "new  champion"  among 
accountants,  Forbes  proclaimed  last  year 
(Nov.  27,  1978).  The  result  was  an  imme- 
diate brouhaha  of  claim  and  counter- 
claim among  accounting's  Big  Eight 


Mesa  Petroleum  Chairman  Boone  Pickens 

One-upmanship  with  WaU  Street  keeps  the  shareholder  one  up  at  the  bank. 


about  who  ranked  where,  a  debate  that 
sounded  and  probably  was  about  as 
meaningful  as  an  argument  about  a  third- 
strike  call. 

Peat,  Marwick,  Mitchell  &  Co.,  long 
the  self-proclaimed  number  one,  charged 
that  C&.L  was  counting  associates  in 
Switzerland,  Sweden,  India  and  New 
Zealand  that  PMM  would  not  have  in- 
cluded. If  it  had,  PMM  sniffed,  its  $586 
million  annual  billing  would  have 
jumped  $15  million.  Besides,  it  added,  if 
its  1978  fiscal  year  had  ended  on  Sept. 
30,  as  C&L's  did,  instead  of  on  June  30, 
the  total  would  have  increased  to  "at 
least  $603  million." 

Since  that  first  flurry,  the  American 
Institute  of  Certified  Public  Accountants 
has  launched  a  project  aimed  at  standard- 
izing accountants'  accounting.  Not  all 
AICPA  members  like  the  idea.  Bernard 
Z.  Lee,  managing  partner  of  Seidman  & 
Seidman  in  Houston,  says,  "The  only 
ones  who  give  a  hoot  about  that  stuff  are 
the  ones  in  the  contest."  A  Big  Eight 
member  sounds  just  as  miffed  about  the 
whole  subject  for  a  different  reason. 
"Look,"  says  Russell  Palmer,  chief  ex- 
ecutive of  Touche  Ross  &  Co.,  "no  one 
says  we  have  to  publish  these  figures.  If 
we  do  put  them  out  and  they're  just  a 
cockamamy  collection  of  numbers,  how 
is  that  going  to  look  for  the  profession?" 

The  problem  is  the  Big  Eight's  Byzan- 
tine complex  of  arrangements  with  their 
affiliates.  Sometimes  local  foreign  firms 
are  integrated  into  the  U.S.  parent;  oth- 
ers simply  handle  work  for  American 
firms.  The  SGV  Organization  in  the  Phil- 
ippines, for  example,  the  biggest  CPA. 
firm  in  Southeast  Asia,  has  its  own  prac- 
tice and  serves  as  auditing  representative 
for  most  of  the  Big  Eight.  How  should  its 
revenues  be  figured?  "I  understand  sever- 
al of  the  U.S.  firms  are  counting  the  same 
revenues,"  says  Lee  J.  Seidler,  an  ac- 
counting professor  and  an  analyst  for 
Wall  Street's  Bear,  Stearns  &.  Co.  Many 
of  the  Big  Eight  have  joint  venture-type 
operations  with  large  foreign  accounting 
firms,  he  points  out,  but  some  C.P.A.s 
count  these  as  member  firms,  and  some 
do  not.  Seidler  compares  the  situation  to 
tobacco  companies  that  include  huge  ex- 
cise taxes  in  their  sales.  They  don't  keep 
the  money,  he  says,  so  should  it  really  be 
reported  as  revenue? 

What  really  counts,  Seidler  says,  is 
profit,  not  "a  revenue  figure  filled  with 
questions."  The  big  C.P.A.s,  he  suspects, 
have  fallen  victim  to  the  "same  big-is- 
better  vanity  as  a  lot  of  corporations." 

Profit  figures  support  what  most  of  the 
profession  believes,  that  Peat,  Marwick 
still  has  the  edge.  With  earnings  of  $156 
million,  its  1,530  active  partners  aver- 
aged $102,000  in  1978.  Coopers  &  Ly- 
brand's 1,707  partners  averaged  $19,000 
less  on  their  firm's  $142  million  profit. 

So,  as  Costello  used  to  ask  Abbott: 
"Who's  on  first?" — and  who  cares?  ■ 
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FILL  UP  A  FALCON.  IT  PAYS. 


Leading  firms  fly  the 
Falcon  10  for  many 
reasons.  One  of  them: 
the  aircraft's  great 
short-hopping  ability. 

Short-hopping 
ability.  It's  an  asset  any  time.  And  sharply  rising  fuel 
costs  make  it  vital  today.  For  only  in  a  Falcon  can  you 
do  this: 

Top  the  tanks,  board  seven  passengers,  fly  less  than 
125  miles  and  land.  Then  go  on.  Make  those 
several  hops  you've  got  to  make  that  day.  No  need 
to  stop  for  fuel.  For  you've  filled  up  the  tanks 
at  home  base — at  better  rates.  You  save  fuel  dollars. 
And  you  save  time.  All  along  the  way. 

Short  hopping  in  other  planes?  A  dilemma.  For  you 
must  give  up  passengers  or  give  up  fuel.  Reason? 
Other  planes  simply  are  not  strong  enough  to  with- 
stand landings  with  heavy  fuel  weight  still  aboard. 
They  must  do  their  fueling  en  route. 

And  while  the  others  are  on  the  ground.  Falcon 
owners  are  on  the  move. 


But  great  short- 
hopping  ability  is  only 
one  reason  why  it  pays 
to  fly  a  Falcon.  There 
are  many  others.  Things 
like  speed,  proven  tech- 
nology, high  residual  value — and  more.  They're  all 
discussed  in  a  new  brochure — The  Best  Investment 
You  Can  Make.  We'd  be  pleased  to  send  you  a  copy. 

Just  write  on  your  letterhead  to  Tom  Turner,  Vice 
President-Marketing,  Falcon  Jet  Corporation,  Suite  720, 
Teterboro  Airport,  Teterboro,  New  Jersey  07608. 

The  Falcon  10. 

The  best  investment  you  can  make. 


i    m  Wcc 


FALCON  JET 
CORPORATION 


"Next  time  we  meet, 
tell  me  The  Continental  Corporation 
a$7  billion  diversified  insurance  company. 
You'll  make  me  a  happy  man." 


"When  I'm  on  an  airplane,  I  often 
meet  people  who  know  almost  nothing 
about  The  Continental  Corporation. 
Which  is  a  little  surprising  when  you 
consider  that  we're  a  company  with 
over  $3  billion  in  revenues  and  $7  bil- 
lion in  assets.  In  fact,  Fortune  magazine 
ranks  us  as  the  tenth  largest  diversified 
financial  corporation  in  the  U.S. 

"A  lot  of  people  have  heard  of  The 
Continental  Insurance  Companies,  our 
property  and  casualty  affiliate,  which  is 
the  seventh  largest  in  U.S.  premium 
volume.  Or  they've  shopped  at  The  In- 
surance Store,  a  Continental  Insurance 
marketing  concept  that  has  been 
adopted  by  thousands  of  independent 
insurance  agents  across  the  U.S.  Or 
maybe  they  know  our  subsidiary, 
MO  AC,  one  of  the  world's  largest 
marine  insurance  companies. 

"That's  all  well  and  good.  But  I'd 
like  them  to  know  something  about 
the  parent  company,  too.  After  all,  The 
Continental  Corporation  operates  in 
not  one,  but  four  major  areas:  property 
and  casualty  insurance,  life  and  health 
insurance,  international  insurance  and 
reinsurance,  and  financial  services.  We 
have  39  subsidiaries  and  25  affiliates 
including  joint  ventures  and  part  own- 


John  B.RickerJn, Chairman  and  President 

erships  which  enable  us  to  manage 
risks  worldwide. 

"And  we  have  a  habit  of  excelling. 
In  1978,  we  reported  record  results. 
Operating  income  rose  to  $303  million. 
Per  share  earnings  increased  to  $5.66 
from  $4.70  in  1977. 

"What's  more,  we've  been  paying 
cash  dividends  without  interruption 
since  1853.  And  that's  a  record  ex- 
ceeded by  only  twelve  companies  listed 
on  the  New  York  Stock  Exchange. 
Since  1960,  we've  increased  our  divi- 
dend 14  times. 

"So  the  next  time  you're  sitting 
next  to  someone  on  a  plane,  try  using 
this  information  to  talk  about  The 
Continental  Corporation.  If  it  happens 
to  be  me,  I'll  be  extremely  grateful.  If 
it  happens  to  be  a  prospective  investor 
or  customer,  he  or  she  probably  will  be, 
too." 

For  our  latest  financial  reports, 
write  The  Continental  Corporation, 
Dept.  A,  80  Maiden  Lane,  New  York, 
New  York  10038. 


THE 

CONTINENTAL 
CORPORATION 

The  Continental  that  means  insurance. 


Readers  Say 


Executives/Professionals 

BORROW  up  to 


$ 


25,000 


by  Mail 


If  you  need  money  .  .  .  it's  good  to 
know  you  can  borrow  in  utmost 
privacy  ...  by  mail.  We  are  geared  to 
serve  the  needs  of  the  execu 
tive  or  professional  person.  Com 
petitive  rates,  payments.  Prepay 
without  penalty.  Interest  is  tax 
deductible.  Call  toll  free 
800-525  1344  or  mail  coupon. 


W.L  Martin 

Dept.  0544 
14201  E.  4th  Ave 

P.O.  BOX  39F 
Denver,  CO  80239 


W  Write  to: 

W.  L.  Martin 
TW  Dept  0544 

■f  14201  E.  4th  Ave  ,  P.O.  Box  39F 

■ Denver,  CO  80239 
Send  complete  Information  and  a  loan  application 
£  Name  


Address- 
City_ 


I 
I 


State. 


-Zip. 


of  the  St.  Paul  Companies,  tnc 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $24.00  □  3  years 
$48.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OK  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  ( please  prim  ) 


New  Address: 


City 


State 


Zip 


Date  of  Address  Change 


1-4826 


Pessimistic  equation 

Sir:  (EPA  +  OSHA  +  Department  of 
Energy)  x  (money  supply  +  government 
spending)  =  recession. 
—Bill  Handle 
Fenton,  Mo. 


Going  with  coal 

Sir:  I'm  grateful  for  your  views  about  the 
multiple  uses  of  coal  as  a  way  of  reducing 
our  dependence  upon  foreign  oil  ("The 
Price  Is  Right, ' '  Fact  and  Comment,  June  25). 

I  and  a  number  of  others  have  been 
drumming  away  on  this  issue  at  the 
White  House  and  elsewhere  for  some 
time,  and  I  really  am  beginning  to  believe 
that  there's  going  to  be  a  response.  Some 
of  the  coal  liquefaction  projects  that 
seemed  less  likely  a  year  or  so  ago  are,  I 
think,  now  quite  likely  to  be  funded. 
—John  D  Rockefeller  N 
Governor, 

State  of  West  Virginia 
Charleston,  W.Va. 


Pharaon  shoots  back 

Sir:  Re  your  article  "Buying  by  the  seat 
of  his  pants"  (June  25)  I  cannot  but  be 
reminded  of  an  old  but  appropriate  Arab 
saying,  "The  dogs  keep  barking,  but  the 
caravan  moves  on." 
— Ghaith  R.  Pharaon 
Jeddah,  Saudi  Arabia 


No  gimmick 

Sir:  Re  "Exxon  Brings  In  A  Gusher  "(Fact 
and  Comment,  June  25 )  A  brazen  PR  gim- 
mick by  Exxon.  .  .  . 

Being  an  engineer,  I  know  adjusting 
the  speed  of  pumps  and  fans  has  been 
studied,  written  about,  and  done,  for 
many  years.  Using  frequency  changers 
(inverters)  to  do  this  is  also  old  hat. 
—John  Smith 
New  York,  N.Y. 

Although  tlx  technology  is  not  wholly  new, 
Exxon  deserves  credit  for  creating  tlx  first 
really  workable  system  to  regulate  the  speed 
of  AC  motors — MSF. 


We  can  do  it,  too 

Sir:  President  Carter's  plan  to  decontrol 
oil  prices  will  encourage  Americans  to 
become  more  energy  conscious.  The  Ital- 
ians (who  drive  everywhere)  pay  the 
equivalent  of  $2.36  per  gallon.  If  the  Ital- 


ian people,  whose  per  capita  income  is 
much  less  than  that  of  Americans,  can 
afford  to  pay  that,  so  can  we. 
— Troy  J  Erwin 
Naples,  Italy 


Easy  solution 

Sir:  Concerning  the  possible  cost  of  hun- 
dreds of  millions  of  dollars  to  enable  gas 
pumps  to  handle  prices  of  more  than  $1 
per  gallon  (Trends,  May  28),  using  tenths 
of  1  cent  in  pricing  gasoline  is  redundant. 
The  solution:  Drop  the  tenth  pricing, 
move  the  decimal  point  and  use  our  pres- 
ent gasoline  pumps  untouched. 
— Ralph  C  George 
Grass  Valley,  Calif. 


look  his  advice 

Sir:  Re  MSF's  advice  in  a  recent  adver- 
tisement on  how  to  write  a  business 
letter.  I  took  his  advice,  particularly  on 
editing  business  letters,  to  heart.  Hope 
he'll  enjoy  the  enclosed  portion  from 
that  ad. 

— Thomas  J.  Trafals 
Bensenville,  III 

from  experience. ) 

Edit  ruthlessly.  Somebody  -ha* 
said       words  are  a- lot  like  inflate 
money -the  more  of  thtm  that  you 
use,  the  less  each^rte  of  thorn  is 
worth.  Pdght  on.  Go  through  your 
enttre-  letter  +um  as  many  times  as 
it  takes.  Search  out  arw-1  Annihilate 
-aH*  unnecessary  words, sen- 
tences        entire  paragraphs. 


Missed  main  point 

Sir:  Your  article  "A  second  chance?" 
(May  28)  talks  about  Squibb's  new  anti- 
hypertensive drug,  captopril.  Squibb's 
stock  has  dropped  several  times  when 
news  appears  of  a  side  effect  of  the  drug, 
but  there  is  not  a  drug  in  existence  that 
does  not  show  side  effects  with  some 
people.  Side  effects,  unless  severe  or  life 
threatening,  have  not  often  prevented 
approval  of  the  drug  by  the  FDA. 

The  analysts  whose  articles  I  have  read 
have  missed  what  is  probably  the  most 
important  point  about  captopril.  It  was 
not  a  shot-in-the-dark  drug  but  was  a  so- 
called  "planned"  chemical.  If  side  reac- 
tions occur,  one  knows  how  to  deal  with 
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them.  Instead  of  the  modifications  being 
a  shot  in  the  dark,  they  can  be  made 
rationally,  ensuring  that  the  basic  activ- 
ity of  the  drug  is  not  lost.  Presumably 
more  planned  drugs  will  appear  in  the 
future  as  biochemists  apply  their  vast 
store  of  information  to  the  medical  field. 
— /  h  it  id  Freifelder 
Professor  of  Biochemistry, 
Brandeis  I  niversity 
Lexington,  Mass 


Good  old  days 

Sir:  We  were  happy  to  see  a  Viking  ship 
on  your  cover  (June  25),  as  it  brought 
back  memories  of  the  good  old  days.  No 
visa,  no  passport,  no  currency  problems. 
4 The  travel  business  was  in  its  heyday.  No 
fuel  shortage.  No  pollution.  We  were  cer- 
tainly discovered  by  the  right  people. 
— Ivor  Christensen 
('resident, 

leifEricson  Society  International 
Media,  Pa. 


Who's  really  sick? 

Sir:  So,  50%  of  the  retired  feds  receiving 
disability  benefits  are  not  disabled  ("I'm 
pot  all  right,  Jack,  "  June  25)  As  I  read 
(watchdog  Thomas  Tinsley's  feeble  expla- 
nations and  excuses  (eg  "This  system  is 
po  more  milked  than  any  other  sys- 
tem."), I  realize  that  he  could  qualify,  for 
he  undoubtedly  is  the  sickest  of  all.  How- 
ever, equally  ill  are  those  physicians 
who,  with  a  penchant  for  playing  both 
Santa  Claus  and  God,  have  declared  the 
60%  disabled. 
V-CH.  Howarth,  M.D. 
'loise,  Idaho 


Poor  example? 

Sir:  In  quoting  Lucius  Lucullus  in  de- 
ense  of  corporate  "bloodbaths"  (Fact  and 
Comment,  May  14,  1979),  you  select  an 
.infortunate  example  for  a  doubtless  valid 
base.  Lucullus'  reputation  as  a  military 
genius  was  somewhat  tarnished  by  the 
nutiny  of  his  men  in  Armenia  and  his 
consequent  inability  to  complete  that 
campaign. 

Concludes  Montgomery  of  Alamein, 
n  A  History  of  Warfare,  "Lucullus  .  .  .  was 
l  oo  vigorous  a  disciplinarian  to  keep  the 
personal  loyalty  of  the  mercenary-mind- 
ed Roman  soldiers.  He  gave  up  the  mili- 
tary life  and  became  a  gourmet." 
felA/Jf,  Watson 
Worth  Vancouver,  R.C 
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A 

luxury 
leather 
attache  that 
e-x-p-a-n-d-s 
two  extra  inches 


GENUINE 

LEATHER 


We'll  be  amazed  if 
you  can  find  one  for 
less  than  $200.00 
anywhere  else. 


Handcrafted,  of  the  finest  leather,  with  solid 
brass  hinges,  two  solid  brass  combination 
locks,  leather  release  straps  and  five  fitted, 
leather-trimmed,  legal-size  compartments, 
this  expanding  attache  is  as  practical  as  it  is 
handsome.  A  case  you'll  carry  with  pride.  Use 
for  years. 

And  it's  about  half 
the  price  of  compara- 
ble quality  leather  at- 
taches without  the  ex- 
panding feature. 

From  Trim  to  Roomy 

So,  you'll  have  a 
standout  leather  attache 
—  light,  sleek,  easy  to 
carry.  A  slim,  perfect  for 
your  everyday  needs, 
33/4-inches  wide.  That 
expands  in  an  instant 
by  50%  to  give  you 
plenty  of  room  for 
bulky  files,  literature 
and  samples,  even  an 
extra  shirt  and  change  of  underwear. 

"The  convenience  is  unbeatable.  There  s 
room  for  everything  I  have  to  carry  without 
carrying  a  case  any  bigger  than  I  absolutely 
need,"  Bob  Dickenson,  Director  of  Marketing, 
the  Lehigh  Press,  Inc. 

"A  great  combination  of  luxury  and  utility 
It's  hard  to  believe  an  attache  commands  so 
much  attention  and  gets  so  many  compli- 
ments. "  Howard  Rothschild,  Sales  Manager, 
Datafold  Computer  Forms,  Inc. 

Priced  Below  Wholesale 

The  leather  is  calfskin.  Smooth  grained, 
soft  and  supple.  If  you  know  leather,  you  know 
this  is  the  top  grade.  The  color's  Traditional 


Tan,  warm  and  rich.  The  price  is  an  extraordi- 
nary $99.00  which  is  below  wholesale  for 
a  genuine  leather  attache  of  comparable 
quality. 

Douglas  Dunhill  is  one  of  the  oldest, 
largest-volume  mail  merchandisers.  We  con- 
trol the  manufacture,  do  business  without 
salesmen,  wholesal- 
ers or  retailers  — 
eliminating  all  these 
costs. 

More,  we'll  send  the 
attache  to  you  on  a 
30-day  trial  basis,  with 
simple  directions  for  re- 
turning it  to  us  for  a  com- 
plete refund  if  you're  not 
delighted  with  the  bar- 
gain, completely  satis- 
fied with  the  quality  and 
convenience. 
^    Check  your  attache. 
If  it  doesn't  look  as 
good  as  it  should,  step 
up  to  the  best.  With 
the  extra  room  you  so  often  need . . . 
and  the  luxury  look  that  improves  with  age. 

Call  toll  free  to  charge  it  to  any  national 
credit  card  or  send  $99.00  plus  $3.50  for 
shipping  to  Douglas  Dunhill.  (In  Illinois  in- 
clude the  sales  tax.)  Your  satisfaction  is 
guaranteed. 

Call  800-621-5554 

Illinois  residents  call  800-972-5858 
(In  operation  24  hours.  7  days  a  week) 

Doughs  Dunhill 

inc.  JflFFOPDRBLE  QUBLTTY 

Dept  49-1840 

Ten  Douglas  Dunhill  Drive,  Oak  Forest,  IL  60452 
©  Douglas  Dunhill  Inc  1979 
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The  Digital  Commitment: 

computers  to  help  you  meet  your  most 
important  business  goals. 


BOTTOM  LINE  PERFORMANCE:  Only  Digital 
can  match  a  computer  to  every  job  in  your  com- 
pany to  help  you  get  more  from  your  people, 
your  dollars  and  your  operations.  Digital  can  put 
small  word  processing  systems  in  your  office, 
real-time  systems  on  your  factory  floor,  time- 
sharing systems  in  your  departments,  computa- 
tional systems  in  your  labs  and  mainframes  in 
your  data  processing  center.  Only  Digital  has 
them  all,  to  let  you  fit  price  and  functionality  to 
your  every  performance  need. 

REDUCED  RISK:  Better  than  anyone,  Digital 
protects  your  computer  dollars.  Your  software 
investment  lasts  longer  because  new  Digital  sys- 
tems are  compatible  even  with  those  introduced 
15  years  ago.  Your  total  system  investment  is 
more  efficient  because  fewer  computer  profes- 
sionals are  needed  for  applications  development 


and  operations.  And  the  return  on  your  invest- 
ment is  protected  because  Digital  offers  the 
industry's  best  reliability  features  including 
remote  diagnostics,  built-in  self-testing  programs 
and  service  contracts  which  guarantee  a  service 
call-back  within  15  minutes. 

INCREASED  PRODUCTIVITY:  The  Digital  family 
of  systems  not  only  offers  unmatched  response 
time  and  performance,  but  also  remarkable  ease 
of  use.  Digital  systems  are  designed  to  stop 
errors  and  respond  to  simple  plain-talk  instruc- 
tions. Even  unskilled  personnel  can  learn  to  use 
them  in  a  matter  of  hours. 

PROFITABLE  GROWTH:  Digital  helps  you  man- 
age growth.  You  can  go  from  an  $11,000  DEC 
Datasystem  to  a  $175,000  DEC  Datasystem  in  big 
steps  or  small  ones.  And  they  provide  unique 


opportunities  for  you  to  extend  the  capabilities  of 
your  IBM  mainframe  by  letting  you  off-load  the 
jobs  an  interactive  computer  can  handle  more 
efficiently  Meanwhile,  Digital's  8,000  service  and 
support  people  are  located  worldwide  so  you  can 
grow  into  38  countries  without  outgrowing  your 
computer  company 

A  SHARPER  COMPETITIVE  EDGE:  This  year 
alone,  Digital  will  spend  over  $140  million  devel- 
oping new  ideas  for  you  to  cut  your  costs, 
improve  your  products,  upgrade  your  services 
and  penetrate  new  markets.  And  Digital's  sup- 
port experts  or  your  Authorized  Digital  Computer 
Distributor  can  show  you  how  to  take  advan- 
tage of  Digital's  unequalled  experience  —  over 
150,000  interactive  systems  sold  —  to  keep  you 
on  the  leading  edge  of  new  computer  concepts. 

TIGHTER  CONTROL:  Distributed  processing 
lets  you  break  down  problems  into  more  manage- 
able segments.  It's  a  proven  business  strategy  and 
the  most  important  computer  strategy  in  recent 
years.  Digital  is  the  recognized  leader  in  network- 
ing and  distributed  processing.  With  Digital 
you  can  match  the  right  computer  to  the  right 
job  and  then  use  Digital's  advanced  networking 
software  to  tie  them  all  together  while  dele- 
gating control  in  a  way  that  fits  your  business 
top  to  bottom. 


PUT  THE  DIGITAL  COMMITMENT  TO  WORK 
FOR  YOU:  Whether  yours  is  a  multinational  cor- 
poration or  a  small  business  buying  its  first  com- 
puter, Digital  can  give  you  a  computer  strategy 
tied  to  your  most  important  business  goals.  Send 
the  coupon  and  let  us  tell  you  more. 


DIGITAL  EQUIPMENT  CORPORATION 
COMMERCIAL  SYSTEMS  GROUP, 

Continental  Boulevard, 
Merrimack,  New  Hampshire  03054. 
Department  MK1-2N38. 

□  Please  send  more  information  about  Digital's 
commitment. 

□  Please  have  a  salesman  call. 

□  Please  send  information  on  Authorized 
DIGITAL  Computer  Distributors  for  first- 
time  users. 

•  Name  

Title  

|  Company  

I  Address  

City  State  Zip  

Phone—  FB7239 

European  headquarters:  12,  av.  des  Morgines,  1213  Petit-Lancy/ 
Geneva.  In  Canada:  Digital  Equipment  of  Canada.  Ltd. 

SB! 


The  Home  Insurance  Company  means  security 

to  Wells  Fargo. 

American  business  turns  to  The  Home  for 
innovative,  dependable  protection. 


The  Home  Group,  Inc. 

A  City  Investing  Company 

The  Home  Insurance  Company  •  The  Home  Indemnity  Company 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor  in  Chief 


GUILTY— EVEN  WHEN  FOUND  INNOCENT 


In  this  country  we  pride  ourselves  on  that  great  judicial 
precept  that,  in  our  courts,  people  are  innocent  until  proven 
guilty.  (Though  the  Supreme  Court  is  weakening  even  that 
premise  these  days.) 

It's  fortunate  that  in  the  legal  sense  this  is  indeed  so.  As  a 
practical  matter,  though,  we — overwhelmingly — assumepeople 
are  indeed  guilty  as  charged  by  a  complainant,  regulatory  agency, 
a  prosecutor  or  grand  jury.  Even  when  charges  are  subsequently 


dropped,  or  a  verdict  of  not  guilty  is  rendered,  the  public  tends  to 
remember  the  charge  rather  than  the  outcome.  So  often,  what  we 
practice  differs  profoundly  from  what  we  profess. 

Bert  Lance  wryly  made  that  point  to  the  reporters,  photogra- 
phers and  TV  cameramen  surrounding  him  on  the  sidewalk 
after  his  arraignment  in  Atlanta:  "You  all  be  careful.  I  don't 
want  any  of  you  to  get  run  over.  I  want  this  same  crowd  around 
when  I'm  found  innocent." 


CHALK  ONE  UP  FOR  CARTER 


If  he  can  get  the  legislative  package  passed,  President  Car- 
ter's proposals  to  protect  the  privacy  of  individuals,  as  well  as 
lournahsts'  files,  will  be  a  most  significant,  sorely  needed 
accomplishment. 
The  bills  would: 

a)  give  consumers  the  right  to  see  and  copy  credit  reports 
bout  them  held  by  banks  and  insurance  and  other  consumer 
;redit  firms,  as  well  as  the  legal  right  to  challenge  requests  for 
disclosure  of  their  records; 

b)  insure  the  privacy  of  medical  records  and  give  individuals 
he  right  to  see  their  own  records,  and  provide  protection  for 


individuals  whose  records  are  used  in  research; 

c)  ban  searches  and  seizure  of  the  work  of  journalists,  schol- 
ars, novelists  and  others  involved  in  the  dissemination  of 
information  to  the  public.  Exceptions  would  be  made  when  the 
person  holding  the  material  was  suspected  of  having  commit- 
ted a  crime  and  in  life-endangering  situations. 

The  necessity  of  providing  government  agencies,  insurance 
companies,  credit  companies  with  endless,  very  personal  infor- 
mation, combined  with  the  growing  computer  ability  to  pool  it 
all,  allowing  it  to  be  pulled  out  by  any  key-puncher,  makes 
privacy  safeguards  essential. 


PRESIDENT  SADAT  SHOULDN'T  HOLD  HIS  BREATH 


jintil  the  American  people  take  up  his  suggestion  and  publicly 
ubscribe  $525  million  to  provide  Egypt  with  the  50  Ameri- 
an  jets  that  Congress  okay'd  and  that  the  Saudis  were  going 
o  pay  for. 

Egypt's  president  popped  the  idea  on  the  New  York  Times' 
,'unch  Sulzberger  during  an  interview.  I  hope  this  graciously 
harp  publishing  Eminence  was  able  to  suggest  the  unlikeliness 
f  such  a  move  succeeding. 

It's  not  from  lack  of  sympathy  for  Mr.  Sadat  and  the  Egyp- 
ians.  There  probably  would  be  sufficient  public  support  to 
iave  Congress  do  the  job. 
But  public  subscription?  One  should  point  out  to  Mr.  Sadat 


that  it  took  nearly  50  years  (1833-76)  to  get  money  by  public 
subscription  to  build  the  Washington  Monument — and  then 
the  federal  government  had  to  finish  the  job. 

As  for  the  Saudis  going  back  on  their  promise  to  pay  for 
those  fighters,  President  Sadat,  I  think,  put  his  finger  right  on 
the  problem  when  he  said,  "They're  scared  of  Iraq  and  Kho- 
meini and  Libya." 

The  Saudis  ought  to  keep  in  mind  that  U.S.  military  Might, 
not  endless  placating  of  duphcitous  Qaddafis,  is  their  best 
guarantee  of  ultimate  security  and  survival — along  with  an  up- 
to-date  Egyptian  army  to  help  counter  the  momentary  brother- 
hood of  traditionally  feuding  Iraq  and  Syria. 
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BRASS  HATS  ON 

You'd  think  the  Army  had  trouble  enough  over  grossly 
inadequate  enlistments  without  compounding  the  problem 
with  utter  foolishness.  In  the  Armed  Forces,  morale  is,  in 
essence,  pride  in  one's  unit.  When  the  risks  and  challenges  are 
greater,  so  too  there's  greater  pride  in  achievement.  The  U.S. 
Marines  are  a  case  in  point;  so  too  the  Army's  Green  Berets 
and  the  Rangers. 

But  when  the  paratroopers  on  the  one  hand  and  air  assault 
troops  on  the  other,  plus  the  mountain  troops  based  in  Alaska 
and  spearhead  tank  units  as  well,  wanted  to  continue  wearing 


EMPTY  HEADS 

their  distinctive  headgear,  Pentagon  Army  brass  said  No. 

If  the  Secretary  of  the  Army  doesn't  have  the  good  sense  to 
overrule  with  a  Yes,  maybe  Secretary  of  Defense  Brown  will 
realize  how  consequential  such  seemingly  little  things  are  in 
providing  the  spirit  that  helps  to  make  up  for  inadequate 
numbers. 

The  Army  should  take  a  leaf  from  Navy  Secretary  W.  Gra 
ham  Claytor,  who  is  returning  to  U.S.  sailors  their  traditional 
uniform  after  they  were  briefly  Zumwalted  into  outfits  that 
had  'em  all  looking  like  movie  theater  ushers. 


THE  SUCCESSFUL  ARROGANCE  OF  NONSMOKERS 


is  shocking.  Their  huffing  and  puffing 
threatens  to  blow  down  the  wobbly- 
kneed  who  so  often  form  legislative  ma- 
jorities. The  next  thing  you  know  these 
baying  Banners  will  have  some  cities  and 
some  states  outlawing  smoking  with  cof- 
fee in  coffee  shops,  with  drinks  in  bars, 
meals  in  restaurants  and  any  and  every 
place  where  nonsmokers  might  be. 

Following  nonsmokers'  logic  to  the 
same  extremes,  cars  and  planes  ought  to 
be  banned,  too — they  emit  fumes.  So, 
too,  perfumes.  And  ban  pets.  People  have 
broken  their  legs  slipping  on  dog  drop- 
pings. Others  have  severe  allergies  trig- 


gered by  cat  fur,  so  ban  cats. 

(I  was  about  to  cite  the  symbolic  sig- 
nificance of  the  Indians  and  their 
peace  pipes  as  part  of  our  American 
tradition,  but  on  second  thought, 
where  did  those  peace  pipes  get  the 
Indians?  In  the  end.) 

Limitations  and  regulations  relating  to 
fire  hazards,  crowd  density  and  common 
sense  are  all  well  and  good.  But  to  say  all 
air  belongs  to  the  nonsmokers  is  an  arro- 
gant presumption. 

No  wonder  so  many  people  die.  It's  not 
from  smoking.  It's  from  all  the  do-good- 
mg  overkill. 


IT'S  TOO  BAD  THE  MACARTHUR  FOUNDATION 


trustees  can't  seem  to  get  their  act  together.  Or  at  least 
persuade  58-year-old  son,  Rod  MacArthur,  to  cooperate  in 
greater  degree  with  the  other  five  board  members,  including 
the  late  billionaire's  widow  (see  Forbes,  June  11). 

Why  is  it  too  bad  they're  feuding?  Because  this  foundation, 
with  assets  estimated  to  be  in  the  $500-million-to-$700-mil- 
lion  range,  gives  promise  of  reflecting  the  independent  attitude 
of  its  late  establisher,  Bankers  Life  &  Casualty  Co.  owner  John 
D.  MacArthur. 

The  first  grant  of  half  a  million  dollars,  to  be  repeated  over  each 
of  the  next  four  years,  was  to  the  Better  Government  Association 
of  Chicago,  an  outfit  that's  been  effective  in  exposing  public 


corruption  in  Chicago's  government.  MacArthur  Foundation 
acting  president,  Paul  Doolen,  told  the  Wall  Street  Journal  that 
"the  BGA  is  ideally  suited  to  carry  out  the  founder's  desire  ta 
ferret  out  waste  and  let  the  public  know  about  it." 

It'll  be  a  refreshing  change  to  have  a  believing  capitalist's 
capital  being  dispensed  in  ways  that  should  further  the  free 
enterprise  system,  instead  of  ending  up  in  the  hands  of  acade- 
micians who  seem  so  often  to  fund  efforts  that  would  further 
the  system's  demise.  It's  high  time  that  some  consequential 
foundation  decided  that  countering,  exposing  government  en 
velopment,  corruption  and  bureaucracy  ranked  in  importance 
with  furthering  research  in  medicine,  art  and  education. 


WHEN  WATCHING  AN  IRVING 

we  couldn't  stop  marveling  at  the  wide  gamut  of 
unforgettable  songs  this  unequaled  genius  cov- 
ered. Of  his  1,500-plus  songs,  doesn't  it  seem  that 
at  least  1,499  are  familiar  friends? 
F'rinstance  .  .  . 

Alexander's  Ragtime  Band  -  Blue  Skies  -  Cheek 
to  Cheek  -  Easter  Parade  -  God  Bless  America  - 
How  Deep  is  the  Ocean?  -  I'm  Putting  All  My 
Eggs  in  One  Basket  -  It's  a  Lovely  Day  Today  -  I've  Got  My  so 
Love  to  Keep  Me  Warm  -  Let's  Face  the  Music  and  Dance  -  91 


BERLIN  TRIBUTE  ON  TV 

Let's  Have  Another  Cup  of  Coffee  -  Oh  How  1 
Hate  to  Get  Up  in  the  Morning  -  A  Pretty  Girl  is 
Like  a  Melody  -  Puttin'  on  the  Ritz  -  Say  It  Isn't  So 
-  The  Song  is  Ended  -  There's  No  Business  Like 
Show  Business  -  This  is  the  Army,  Mr.  Jones  - 
White  Christmas. 

The  songs  of  Irving  Berlin  are  now  really  the 
folksongs  of  all  the  people  in  this  land,  a  land 
blessed  to  have  this  modest,  incomparable  genius,  now 
years  young. 
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DESPITE  INADEQUATELY 
SIZED  PINNACLES 

architect  Philip  Johnson's  design  for  the  planned 
Pittsburgh  Plate  Glass  Gothic  glass  skyscraper 
(right)  is  a  dazzler. 

What  an  improvement  over  the  graceless  Chip- 
pendale Highboy  that  he's  foisted  on  Ma  Bell  for  its 
New  York  center. 

It's  nice  to  see  this  Woolworth  (left)  genre,  in 
shimmering  modem  dress. 

WITH  NORMAL  KIDS 

never  underestimate  the  appeal  presents  add  to  your  presence.  That's  not  to  be 
deplored.  Their  eagerness  gives  givers  as  much  fun  as  little  gifts  give  the  little  getters. 


WITHOUT  PUSH 

pull's  useless. 


IF  YOU  CAN  PAY  YOUR  WAY 

you  can — sometimes — have  it. 


FIXED-INCOME  INVESTORS— BEWARE! 


By  M.S.  Forbes  Jr. 


If  you  hold  high-coupon  bonds  or 
preferred  stocks,  watch  out.  You  may 
not  have  those  issues  for  very  long  if 
interest  rates  continue  their  down- 
ward trend. 

Most  fixed-income  investors  are 
aware  that  corporations  have  the 
right  to  redeem  or  "call  in"  their 
bonds  before  maturity.  Utility  bonds 
traditionally  have  five  years  of  "call 
protection";  other  companies,  ten 
years.  Thus,  a  debt  security  issued  by 
a  utility  now  could  be  called  in  in 
1984,  even  though  the  bond  might  not 
mature  until  2004. 

However,  high-coupon  bonds  or 
high-dividend  preferred  stocks  of  util- 
ities may  now  be  redeemed  by  issuers 
before  the  call  period  is  up,  thanks  to 
a  recent  court  decision. 

The  court  case  concerned  a  maneu- 
ver by  Commonwealth  Edison.  In 
1970  this  utility  issued  a  high-yield 
preferred  stock  and,  in  seeming  viola- 
tion of  the  call-protection  covenant, 
redeemed  it  less  than  two  years  later. 
Commonwealth  Edison  sold  an  issue 
of  common  stock  and  used  the  pro- 
ceeds to  call  in  the  preferred. 

Traditionally,  it  is  not  legal  for  a 
company  to  purge  a  high-coupon  issue 
with  a  lower-coupon  one  before  the 
end  of  the  call-protection  period.  But 
by  ostensibly  getting  the  funds  via 
common  stock,  Commonwealth  Edi- 
son endplayed  that  restriction  even 
though  it  was  also  issuing  new  debt.  A 
federal  appeals  court  has  unanimously 
upheld  the  legality  of  this  maneuver. 
Thus,  other  utilities  which  regularly 


issue  common  stock  will  surely  follow 
suit  when  interest  rates  decline. 

There  is  another  potential  time 
bomb  for  utility  investors.  Many  util- 
ity bonds  specify  that  the  company 
spend  a  certain  percentage  of  its  gross 
revenues  on  repairs  and  maintenance 
to  make  sure  that  the  property  on 
which  the  bondholder  has  a  lien  is 
kept  in  good  order. 

With  the  explosion  of  fuel  prices 
and  the  resultant  increase  in  gross 
revenues,  utilities  may  discover  they 
can  adequately  keep  up  that  property 
and  still  fall  short  of  the  bonds'  main- 
tenance ratio.  The  utility  will  have  to 
pledge  more  property  for  the  bonds  or 
put  up  more  cash  to  make  up  for  the 
shortfall.  In  some  cases,  that  cash  can 
be  used  to  redeem  high-coupon  bonds 
before  the  call  date. 

Holders  of  nonutility  company  debt 
face  another  vulnerability.  The  fine 
print  of  many  bonds  or  preferred 
stocks  allows  a  corporation  to  call  in 
its  high-coupon  obligation  anytime  it 
wishes,  as  long  as  the  company  does 
not  sell  a  similar  issue  for  the  next 
year  or  two.  In  1977,  for  instance, 
NCR  called  in  its  9%%  bonds  issued 
in  1975.  Investors  thought  these 
bonds  were  safe  until  1985. 

What  should  the  fixed-income  in- 
vestor do?  All  these  potential  pitfalls 
make  Treasury  notes  and  bonds  espe- 
cially attractive.  The  yields  may  not 
be  as  high  as  corporate  issues,  but 
Uncle  Sam  cannot  redeem  that  debt 
before  maturity. 

Another  area  worth  looking  at: 
AT&T  and  its  subsidiaries.  They  are 
immune  to  both  the  Florida  and  Com- 


monwealth dangers.  If  a  Bell  Tel  bond 
is  not  callable  before,  say,  1983,  you 
can  be  sure  of  keeping  it  until  then. 

Better  yet,  you  might  also  consider 
buying  low-coupon  bonds  or  preferred 
stocks  which,  thanks  to  high  interest 
rates,  sell  well  below  par.  Interest 
rates  would  have  to  fall  substantially 
before  such  issues  would  be  vulner- 
able, and  you  would  have  room  for  a 
sizable  capital  gain,  as  well. 

COUNTERPRODUCTIVE 
DECISIONS 

The  energy  crisis  is  leading  us  to  a 
couple  of  moves  that  will  make  our 
problems  worse,  not  better. 

First  is  the  windfall  profits  tax  now 
making  its  way  through  Congress.  As 
it  is  now,  the  act  will  place  a  fairly 
stiff  levy  on  newly  discovered  oil,  put- 
ting an  unnecessary  dampener  on  do- 
mestic exploration. 

A  second  unfortunate  move  is  the 
Transportation  Department's  deci- 
sion to  ease  off  on  cutting  back  the 
deficit-ridden  Amtrak  passenger  train 
system.  Contrary  to  popular  opinion, 
Amtrak  uses  more  energy  than  would 
buses  over  similar  routes.  The  excep- 
tions are  high-density  corridors,  such 
as  Boston-New  York- Washington.  To 
preserve  the  current  Amtrak  system 
in  the  name  of  energy  conservation 
would  be  similar  to  preserving  autos 
that  averaged  six  miles  per  gallon. 

Both  of  these  moves  are  responses 
to  political  expediency  in  this  energy- 
short  environment,  but  both  are  self- 
defeating  to  our  ultimate  goal  of  ener- 
gy independence. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate 
abuse  or  amuse  this  editor's  mind — MSF 


No  Arms  to  Shoulder  'Em 

It  the  Congress  passed  a  draft  by  to- 
morrow at  noon  and  the  President 
signed  it  by  two  o'clock  tomorrow  after- 
noon to  meet  an  emergency,  it  would 
take  110  days  for  the  first  draftee  to 
show  up  for  the  first  day's  basic  train- 
ing. We  don't  even  know  where  people 
are.  .  .  .  Nobody  at  very  high  levels  has 
focused  on  this  problem  to  the  degree  I 
would  like  to  see. 

— Senator  Sam  Nunn  (D-Ga.), 
chairman,  Armed  Services 
Subcommittee  on  Manpower  & 
Personnel  on  Face  the  Nation 

We  are  going  to  have  to  bring  back  the 
draft.  The  all-volunteer  army  isn't  work- 
ing. It  is  enormously  expensive,  and  it  is 
failing  in  its  mission  to  maintain  com- 
bat-ready active  forces  and  reserves.  .  .  . 
Representative  Paul  McCloskey,  a  Cali- 
fornia Republican,  is  one  who  thinks  a 
system  of  national  service  could  be  de- 
veloped with  military  and  civilian  op- 
tions. His  plan  is  well  worth  considering. 
At  age  18,  youngsters  could  choose  to: 
volunteer  for  two  years  of  military  ser- 
vice in  exchange  for  four  years  of  educa- 
tional benefits;  volunteer  for  six  months' 
active  military  duty  and  5%  years'  re- 
serve duty,  without  educational  benefits; 
volunteer  for  one  year  of  civilian  ser- 
vice— working  in  day-care  centers,  aid- 
ing the  elderly  or  performing  other  social 
services — without  gaining  any  postser- 
vice  benefits,-  decline  to  volunteer  and  be 
placed  in  a  lottery  pool  for  six  years  of 
draft  liability.  If  drafted  for  a  two-year 
hitch,  they  would  be  required  to  serve 
four  more  years  in  the  reserves  and 
would  receive  two  years  of  educational 
benefits.  .  .  .  The  idea  of  national  ser- 
vice, with  military  and  civilian  options, 
offers  the  best  prospect  of  restoring  a 
sense  of  duty  among  youngsters,  and 
maintaining  an  army  that  is  representa- 
tive of  the  society  it  serves. 

— Norman  C.  Miller, 
Wall  Street  Journal 

Past  Dangers 

Safety  brakes  and  air  cushions  not- 
withstanding, the  New  York  Tribune,  in 
1912,  cited  published  data  showing  that 
2,671  persons  had  been  reported  injured 
or  killed  in  elevator  accidents  in  the  U.S. 
in  the  years  from  1909  through  1911. 
The  paper  suggested  that  the  true  total 
was  probably  much  greater.  It  was  popu- 
larly assumed  that  the  higher  an  elevator 
rose,  the  more  dangerous  the  ride.  .  .  . 
An  elevator  ride  no  longer  offers  even  the 


thrill  of  danger,  one  insurance  company 
having  calculated  that  it  is  five  times  as 
safe  these  days  to  take  an  elevator  as  it  is 
to  walk  up  or  down  a  flight  of  stairs. 

— Spencer  Klaw, 
American  Heritage 

Attacking  the 
Energy  Problem 

General  Motors,  which  with  most  oth- 
er auto  manufacturers  sees  a  strong  fu- 
ture for  alcohol,  has  recommended  use  of 
pure  methanol,  rather  than  ethanol  or 
gasohol,  as  the  fuel  of  the  future.  That  is 
because  methanol  can  be  produced  from 
readily  available  sources,  including  gar- 
bage and  agricultural  waste  such  as  ma- 
nure and  cornstalks.  Ethanol  is  made 
from  corn,  sugar  beets  and  other  food 
grains,  and  it  is  three  times  as  expensive 
to  produce.  .  .  . 

One  method,  developed  at  Texas 
AikM,  solves  a  number  of  the  problems 
[associated  with  the  use  of  alcohol  as  a 
fuel  for  autos]  by  combining  separate  gas- 
oline and  methanol  systems.  Hard  start- 
ing because  of  poor  vaporization  is  taken 
care  of  by  using  gasoline  until  the  engine 
warms  up,  at  which  point  an  automatic 
switchover  takes  place.  Vapor  lock  and 
the  need  for  manifold  heating  are  elimi- 
nated by  a  separate  tank,  heated  by  ex- 
haust, that  vaporizes  the  methanol  be- 
fore it  gets  to  the  carburetor. 

— Marshall  Schuon, 
The  New  York  Times 

The  municipally  owned  Burlington 
[Vt.]  Electric  Department  converted  one 
of  its  three  boilers  to  burn  wood  chips 
instead  of  coal.  The  company  now  plans 


to  convert  a  second  boiler  to  wood  thi 
year  and  to  erect  a  new  SO-megawatti 
wood-fired  plant  by  late  1982.  When 
completed,  the  wood-burning  facilities; 
will  provide  35%  of  the  utility's  electric- 
ity needs.  .  .  .  Vermont  has  more  trees; 
than  it  did  100  years  ago  and  forestry 
officials  feel  that  the  utility's  neeq 
for  wood  will  improve  the  quality 
of  the  forests  through  the  culling  of  de- 
fective trees. 

— U.S.  News  &>  World  Report 


With  such  remarkable  con  men* 
how  can  this  country  fail? 

— Ted  Morgan, 
On  Becoming  American 


Dinner — White  vs.  Black 

"The  difference  between  a  white  din- 
ner party  and  a  black  dinner  party  is* 
that  at  a  black  dinner  party  they  servel 
food  that  people  like  to  eat,  and  as  muchil 
as  they  want  to  eat.  At  a  white  dinnerfl 
party,  you  find  yourself  sitting  in  front 
of  a  plate  and  on  top  of  that  is  a  smaller)] 
plate,  and  on  top  of  that  is  a  teeny* 
weeny  little  glass  goblet,  and  in  it  areij 
two  shrimp.  Now,  what  are  you  sup- 
posed to  do  with  that?" 

— a  black  Bermudian  quoted  by) 
Suzannah  Lessard  in  a  profile 
on  Bermuda  in  The  New  Yorker] 

Smoking's  Good  for  You? 

[At]  Eton  ...  in  the  1660s,  smoking 
was  made  compulsory  because  it  was 
thought  to  be  a  prophylactic  against  the 
plague.  Thomas  Hearne  in  his  diaries 
describes  [a  student]  telling  him  that  "ha 
was  never  so  much  whipped  in  his  life  asi 
he  was  one  morning  for  not  smoking." 

— The  Old  School  Tie, 
by  Jonathan  Gathorne-Hardy 


ROTHCO 


'The  traffic  situation  looks  great  this  morning,  folks. 
All  the  cars  are  off  the  roads  and  lined  up  for  gas. " 
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Frankie  crooned 
Harry  gave 'em  hell. 


The  boys  came  home.  And  again  Avco  was  there.  Ready  to  help 
rebuild  a  peacetime  economy.  With  manufacturing  capabilities  to  help 
achieve  the  highest  standard  of  living  in  history. 

A  confident  standard  of  living.  Built  by  corporations  responding  to 
the  needs  of  the  times.  Today,  Avco  is  building  generator  components 
for  the  nation's  first  coal-fired  magneto-' 
hydrodynamic  (MHD)  pilot  plant 
Providing  one  of  the  most  energy  effi- 
cient uses  of  coal  to  date.  ; 

Avco  designs  and  builds  engines  for 
every  leading  manufacturer  of  general 
aviation  aircraft.  Setting  new  standards 
for  safety,  efficiency,  and  maintainability 
in  a  worldwide  market. 

And  Avco  is  the  world's  leading  suppli- 
er of  boron  fibers.  Strong  as  steel,  with 
a  fraction  of  steel's  weight.  Reinforcing  X^™^^, 
aircraft  tail  surfaces.  And  the  frame  of  lasers, 
your  favorite  tennis  racket. 

Leading  the  way  for  fifty  years.  From 
aerospace  to  financial  services,  from  ^i/lt^LtV^W^ 
research  to  manufacturing.  Where  Avco    ^—/uJr^Ai  W#WJ 
leads,  confidence  follows.  CORPORATION 


^7AVCO 

CORPORATION 


h  m  


Where  Avco  leads,  confidence  follows. 


A  top  international  bank 
must  offer  an  extensive 
global  network  for 
truly  comprehensive 
service. 


etwork 
100  offices  in  31  countries, 
including  all  major  money 
markets  in  the  world. 

Our  worldwide  network  serves  as  an  essential  tool  to  the  Continental  banker,  providing  the  capacity 
for  timely  response  and  comprehensive  follow-through.  It's  what  you  expect  from  a  top  international 

bank.  At  Continental  Bank,  it's  reality. 


CONTINENTAL  BANK 

^^^^^r   Continental  Illinois  National  Bank  and  Trust  Company  of  Chicago 


Argentina  •  Australia  •  Austria  •  Bahamas  •  Bahrain  •  Belgium  •  Brazil  •  Canada  •  Colombia  •  France  •  Greece  •  Hong  Kong  •  Indonesia  •  Italy 
Japan  •  Kenya  •  Korea  ■  Lebanon  •  Malaysia  •  Mexico  ■  The  Netherlands  ■  The  Philippines  •  Singapore  •  Spain  •  Switzerland  ■  Taiwan  ■  Thailand 

United  Kingdom  •  United  States  •  Venezuela  ■  West  Germany 


llumana's  mission  is  to  de- 
livei  hospital  services  that  arc 
unequnlcd  in  quality  and  pro- 
ductivity lb  achieve  this  objee- 

1 1 \  v- .  Humana  has  formulated  a 
system  ol  standards  and  prac- 
tices that  is  unique  in  the  hospi- 
tal industry 

We  establish  these  standards 
by  identifying  the  values  and 
needs  ol  patients  and  ph\  sicians 
in  the  critical  elements  m  each  ol 
over  thirty  hospital  processes. 
And.  then  v\e  constantl>  mea- 
suiv  quality  ol  performance  and 
producti\it\  against  these 
standards. 

One  example  ot  a  standard 
established  from  identifying  a 
patient  need  is  Human  as 
emergency  room  standard.  It  ixx- 
quitvs  that  each 
patient  be  at- 
tended  b\  a 
medical  proles- 
si  on  a  I  within 
si\t\  seconds  ol 
the  patient's  ar- 
rival in  the  emer- 
gency room. 

Another  ex- 
ample pertains 


to  medications.  Standards  es- 
tablish stringent  time  limita- 
tions lor  delivery  ol  accurate 
medications  to  the  patient. 

\;  Humana  we  are  totally 
committed  to  achieving  our 
standards  For  ty\o  reasons: 
more  and  better  caix  lor  our  pa- 
tients and  solid  profit  gixnvth  for 
our  hospitals  Our  commitment 
is  such  that  Humana  has  be- 
come the  largest  company  in  the 

industry 

Humana  was  lounded  in  Ncl 
and  is  guided  by  the  same  top 
management  team  today  — a 
team  supported  in  depth  by 
experienced,  professional  man- 
agers and  administrators  at  the 
corporate  and  hospital  leyels. 
Our  groyvlh  picture  continues 

If  more  hospitals 
lived  up  to  our  standards 
theyd  give 
better  treatment  and 
make  a  better  profit. 


to  be  solid.  Over  4t>  percent  of 
our  hospital  capacity  is  less  than 
live  years  old  and  f»8  percent  has 
been  built  in  the  last  ten  years 
So  our  hospitals  are  among  the 
most  modern  and  technologi- 
cally superior  in  the  nation. 

In  addition,  llumana's  out- 
patient scry  ices  are  growing 
even  taster  than  in-patient,  re- 
sulting in  significant  economies 
for  the  patient. 

You  yvill  find  our  financial 
gixmth  picture  as  solid  as  our 
groy\  th  in  capacity  and  our  lead- 
ership in  setting  standards  lor 
patient  care.  In  the  last  five 
years    lor  instance.  Humana 
has  achieved  a  47  percent 
compound  annual  increase  in 
revenue  and  a  3  2  percent 
compound  an- 
nual i  net  ease  in 
net  income. 

For  mote  in- 
formation about 
us.  write  Hu- 
mana Inc..  1800 
First  National 
lower.  Dept.  F3. 
Louisville.  KY 
40201. 


Humana 
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^Denver's  financial  district,  which  calls  itself  the  Wall  Street  of  the  Rockies 
towntown  is  booming,  and  so  is  the  business  of  selling  penny  stocks. 
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It's  a  new  dance  to 
old  music.  It's  the  . . . 

Denver 
Hustle 


By  Allan  Sloan 
and  Thomas  Jaffe 

Who  says  the  stock  market  is  dead? 

Since  it  went  public  in  February,  Bio- 
Gas  of  Colorado  Inc.  has  been  one  of  the 
over-the-counter  market's  glamour 
stocks.  Riding  the  current  boom  in  small 
western  energy  companies,  Bio-Gas 
soared  at  one  point  last  month  to  17 
times  its  original  offering  price,  then  slid 
all  the  way  down  to  5.5  times.  Even  more 
astounding  than  the  price  run-up  has 
been  the  volume:  More  than  15  million 
shares  have  changed  hands  since  Bio- 
Gas,  with  only  a  4  million-share  float, 
began  trading  Feb.  14.  To  put  these  big 
numbers  in  perspective,  Bio-Gas  is  what 
used  to  be  called  a  penny  stock.  It  went 
public  at  25  cents  a  share.  On  its  busiest 
day,  the  amount  involved  in  its  trading 
was  maybe  $3  million.  On  a  dull  day  IBM 
shares  turn  over  that  much  money  in  90 
minutes.  Bio-Gas  and  about  a  dozen 
Denver-based  or  Denver-underwritten 
stocks  like  it  have  dominated  the  o-t-c's 
ten-most-active  list  since  late  March. 

A  few  years  ago,  securities  regulators 
cracked  down  on  the  penny  stock  mar- 
ket in  Salt  Lake  City  because  of  abuses. 
The  market,  some  of  the  experts  in  it, 
and  many  of  the  all-too-ready-to-believe- 
a-hot-story  investors  moved  the  act  to 
Denver,  transforming  the  Salt  Lake  City 
Shuffle  into  the  Denver  Hustle.  Some  of 
the  players  and  names  are  new,  but  the 
game  is  not. 

Take,  for  example,  Bio-Gas,  which 
raised  $1  million  of  capital  in  February. 
Run  by  Shelley  Don,  a  37-year-old  Den- 
ver personal-injury  and  criminal  lawyer, 
Bio-Gas  operates  pilot  projects  to  make 
natural  gas  out  of  animal  manure.  Don 
says  he  hopes  the  company  will  begin 
making  profits  before  it  runs  out  of  cap- 
ital. He  hopes.  Meanwhile,  he  says  can- 
didly, "I  told  everyone  I  know  to  sell  at  4 
or  they  were  all  lunatics."  The  stock, 
which  has  traded  more  shares  since  Feb- 
ruary than  De  Beers'  ADRs,  hit  4 V*  brief- 
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John  Christensen,  the NASD's  man  in  Denver 
Trying  to  slow  down  the  hustle. 

ly  on  June  8  but  lately  has  been  trading  at 
about  l3/8. 

Or  how  about  Comparator  Systems 
Corp.,  which  came  public  in  (une  with 
10  million  shares  at  a  dime  apiece.  De- 
spite a  prospectus  full  of  dire  warnings — 
the  company's  product  is  a  fingerprint 
identification  system  similar  to  one  that 
was  previously  a  commercial  failure,  the 
public  shareholders  suffered  an  80%  dilu- 
tion, the  company  was  insolvent  and 
some  of  the  capital  raised  was  to  pay  off 
bank  loans  guaranteed  by  its  organiz- 
ers— the  stock  opened  lustily  and  regular- 
ly makes  the  o-t-c's  ten-most-active  list. 
A  recent  quote:  19  cents,  a  90%  profit  for 
people  who  bought  shares  at  the  initial 
underwriting. 

Comparator  is  one  of  the  companies 
brought  public  recently  by  Meyer  Blind- 
er, proprietor  of  Blinder,  Robinson  &  Co. 
Blinder,  a  native  of  Brooklyn,  moved  to 
Denver  two  years  ago  at  the  age  of  55 
because  he  was  attracted  by  the  growth. 
Bhnder's  trying  to  become  a  popular  fig- 
ure in  Denver  by  putting  up  the  $250,000 
guarantee  for  a  boxing  exhibition  be- 
tween Muhammad  Ali  and  Lyle  Alzado, 
a  Denver  Bronco  all-pro  defensive  end. 

"A  dime  is  the  magic  number,"  says 
Blinder,  whose  firm  has  underwritten  a 
dozen  new  stock  issues  since  the  start  of 
1977  and  plans  nine  more  before  year- 
end.  The  day  Forbes  interviewed  him, 
Blinder  was  basking  in  unparalleled  suc- 
cess: His  start-up  issues — Cram  Explora- 
tion, Comparator  and  Credo  Petro- 
leum— were  numbers  one,  two  and  three 
on  the  o-t-c's  active  list.  Even  when  a  10- 
cent  stock  doubles  or  triples,  Blinder 
says,  it  still  looks  cheap.  "At  20  or  30 
cents,  it's  like  10  cents,"  he  said.  "Even 
if  they're  paying  30  or  40  cents,  they 
know  they've  got  a  shot.  That's  all  they 
can  ask  for  with  a  penny  stock.  You're 
not  buying  IBM." 

Blinder,  who  doesn't  seek  to  hide  the 
fact  that  the  Securities  &  Exchange 
Commission  and  the  National  Associ- 
ation of  Securities  Dealers  have  been 


Shelley  Don  of  Bio-Gas 
There's  glamour  in  manure. 


J.  Daniel  Bell,  tlx'  alternative  energy  king 
The  ten- most-active  is  the  key. 

scrutinizing  his  activities  for  months,  is 
the  king  of  the  new-issue  market,  but  he 
can't  hold  a  candle  to  }.  Daniel  Bell  when 
it  comes  to  handling  the  really  sexy 
item:  alternative  energy. 

"We're  the  biggest  raisers  of  capital  for 
alternative  energy  companies  in  the 
world,"  boasts  Bell,  a  smooth-talking, 


34-year-old  Texan  from  Port  Arthur.  Bell 
has  brought  about  half  a  dozen  solar  and 
alternative  energy  companies  public. 
Even  though  many  of  them  have  nothing 
more  substantial  than  an  idea,  trading  in 
them  has  been  heavy — although  the 
track  record  for  many  small  solar  compa- 
nies has  been  awful.  "All  solar  compa- 
nies are  in  trouble  [except  one],"  Bell 
says.  "They're  all  undercapitalized." 

Bell's  activities  have  gotten  him  in 
trouble  with  the  NASD,  which  has 
charged  him  with  market  manipulation 
and  selling  new-issue  stock  to  his  firm's 
lawyer.  He  denies  the  charges. 

The  regulators  are  part  of  the  scene, 
too.  The  NASD,  trying  to  cool  off  the 
Denver  market,  had  its  four-person 
SWAT  team  of  fraud  investigators  in 
Denver  for  six  months  recently,  and  will 
probably  bring  them  back  soon.  More 
than  35  NASD  complaints  are  pending 
against  Denver  brokerage  firms — more 
than  any  other  place  in  the  country — and 
the  NASD  has  sent  a  special  lawyer  just 
to  handle  the  hearings.  The  SEC  has  al- 
leged market  manipulation  by  one  Den- 
ver company,  and  is  investigating  others. 
But  while  the  regulators  probe,  the  Den- 
ver stock  boom  roars  on. 

The  one  thing  underwriter  Bell  and  the 
NASD  investigators  agree  on  is  the  pat- 
tern that  turns  a  small  Denver  company 
into  a  hot  o-t-c  stock.  First,  there's  a  lot 
of  trading  in  the  Denver  market — Bell 
and  other  brokers  say  it's  all  legitimate; 
regulators  suspect  part  of  it  is  artificial, 
to  jack  up  volume  and  run  up  the  price. 
With  luck,  the  issue  trades  enough  shares 
to  make  the  NASD's  ten-most-active 
list,  printed  daily  in  the  Wall  Street  jour- 
nal. Any  company  with  $1  million  in 
assets,  two  marketmakers  at  brokerage 
firms,  300  stockholders,  a  public  float  of 
100,000  shares  and  an  SEC-approved  reg- 
istration can  get  on  the  NASD's  o-t-c 
quote  system,  which  doesn't  discrimi- 
nate between  a  penny  stock  and  shares 
of  companies  like  De  Beers  (see  box). 

Once  a  company  hits  the  Journal's 
most-active  list  and  is  moving  up,  the 
phones  begin  ringing  off  the  hooks  in 
Denver  brokerage  houses.  "They're  com- 
ing in  here,  buying  the  ten-most-active 
list,  and  hoping  like  hell  it  will  go  up," 
says  Bell.  "If  it  doesn't,  they'll  scream 
the  guys  in  Denver  cheated  them." 

Any  doubt  about  the  nature  of  the 
game  can  be  dispelled  with  a  trip  to  yet 
another  regional  Denver  brokerage 
house,  American  Western  Securities. 
When  a  Denver  stock  hits  the  Journal's 
most-active  list,  says  Jacob  Krahling, 
Amwest's  vice  president  and  treasurer, 
"New  York  brokers  hop  on  that,  call  up 
and  say,  'What  the  hell's  going  on?'  and 
buy  away  the  stock."  Krahling's  office  is 
reassuringly  conservative,  with  nice  fur- 
nishings, a  superb  view  of  the  Rockies 
and  Dreyfus  Liquid  Assets  prospectuses 
all  on  display.  In  the  background,  howev- 
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er,  a  visitor  can  hear  a  loudspeaker  urging 
brokers  on  to  greater  sales  efforts. 

But  though  the  Blinders,  Bells  and  Am- 
wests  underwrite  the  new  issues,  there 
wouldn't  be  much  of  a  Denver  market 
without  Arnie  Greenberg.  Greenberg, 
who  comes  to  work  at  7  a.m.  wearing 
sneakers  and  faded  jeans,  runs  the  Den- 
ver office  of  Sherwood  Securities  and 
handles  many  of  the  big  blocks  of  Denver 
o-t-c  companies  that  trade.  Greenberg 
gave  up  a  career  peddling  ladies'  dresses 
to  merchants  in  places  like  Moab,  Utah. 
He  deals  with  other  brokers,  not  the  pub- 
lic— a  wholesaler,  if  you  will.  He  keeps 
an  inventory  of  more  than  200  stocks — 
including  Denver  issues — and  buys  and 
sells  them  to  keep  the  market  relatively 
steady  and  make  a  few  cents  a  share  as 
the  stock  goes  by. 

"I've  got  a  bigger  inventory  of  this  crap 


Four  little  words  are  lifting  spirits — and  farm 
prices— from  the  Wabash  to  the  Rockies.  When 
farmers  feel  good  they  start  spending. 


The  Russians 
are  coming 


What's  a  "most 
active"  stock? 

The  Denver  promoters  are  astutely 
using  the  National  Association  of  Se- 
curities Dealers'  computerized  over- 
the-counter  quotation  system  to  gain 
instant  respectability  for  the  penny 
stocks  they're  pushing.  If  the  stock 
can  trade  enough  shares,  it  cracks  the 
NASD's  ten-most-active  list  and  ap- 
pears in  the  Wall  Street  journal  promi- 
nently the  next  day. 

An  NASD  committee,  trying  to 
weed  out  penny  stocks  while  keeping 
their  listing  fees,  may  adopt  a  propos- 
al to  limit  the  most-active  list  to 
stocks  selling  for  $2  or  more.  That's 
what  the  Associated  Press  does, 
which  is  why  The  New  York  Times  ten- 
most-active  o-t-c  issues  aren't  the 
same  as  the  journals.  — A.S. 


than  all  the  other  Denver  o-t-c  houses 
put  together,"  says  Greenberg,  talking 
about  the  Denver  penny  stocks.  He  says 
issues  get  hot  because  their  volume  and 
price  rises  attract  speculators,  and  the 
presence  of  speculators  brings  in  even 
more  speculators. 

John  Christensen,  head  of  the  NASD's 
Denver  office,  says  that's  true,  but  partly 
because  some  brokerage  houses  are  ma- 
nipulating the  market  in  some  securities. 
Brokers,  he  says,  "park  stock  in  certain 
customers'  accounts  in  return  for  fa- 
vors," but  he  concedes  he's  having  diffi- 
culty proving  it. 

I  Again  without  naming  names,  Chris- 
censen  says  some  Denver  brokers  are 
koing  to  overreach  themselves.  "Some  of 
chose  firms  won't  be  here  a  year  from 
how,"  he  says. 

!  Robert  Malone,  executive  vice  presi- 
dent at  E.J.  Pittock  &  Co.,  another  re- 
gional Denver  o-t-c  house,  sums  it  up 
neatly:  "For  years,  New  York  had  Den- 
ver," he  cackles.  "Now,  Denver  is  having 
New  York."  ■ 


GIVE  A  FARMER  A  NICKEL  and  he'll 
spend  a  dime,"  says  Garry  Bon- 
ham,  part-time  mortician  and 
full-time  International  Harvester  imple- 
ment dealer  in  Anthony,  Kans.  "The  day 
wheat  prices  shot  up  the  other  week 
there  was  a  farmer  here  before  seven 
o'clock  in  the  morning,  and  he  bought  a 
10-86  [the  standard  130-horsepower  trac- 
tor at  $35,000]  and  a  2-plus-2  [the  new 
two-wheel  model  at  $46,000].  That  made 
me  feel  real  happy." 

"We're  seeing  the  effects  already," 
says  Sam  Silverman,  who  sells  men's  and 
boys'  clothing  in  Grand  Forks,  N.  Dak. 
wheat  country.  "They  don't  watch  the 
prices,  and  when  a  boy  gets  married, 
instead  of  making  last  year's  suit  do  for 
the  wedding,  they  are  buying  a  new  one; 
instead  of  old  shoes,  a  new  pair." 

"Farmers  are  coming  in  here  smiling 
from  ear  to  ear,"  says  WiHie  Salyer,  a 
John  Deere  dealer  in  Anadarko,  Okla., 
who  also  has  grain  elevators,  a  fertilizer 
plant  and  is  into  cattle  and  wheat  him- 
self. The  other  day  he  was  paying  $4.19  a 
bushel  at  the  elevator  while  growing 
costs  are  about  $2.75  a  bushel.  This 
means  that  in  just  two  months  profit 
expectations  have  jumped  five-  to  sixfold 
as  prices  rose  from  around  $3  a  bushel. 
Indeed,  in  his  implement  business  the 
problem  isn't  finding  customers;  it's  get- 
ting machines  from  Deere.  "We've  been 
on  allocation  for  a  year,"  he  says,  and 
with  the  new  boom  "we'll  be  able  to  sell 
anything  Deere  can  make." 

What  triggered  the  price  explosion 
were  reports  of  a  poor  harvest  in  Russia's 
European  growing  areas.  Normally  the 
Soviets  need  about  230  million  metric 
tons  of  grain,  the  Agriculture  Depart- 
ment estimates.  Last  year  the  harvest 
was  a  record  237  million  tons.  This  year 
U.S.  experts  have  predicted  179  million 
to  210  million  metric  tons  (including  79 
million  to  97  million  tons  of  wheat) 
against  a  Soviet  goal  of  227  million  tons. 
So  they  must  draw  down  their  grain  re- 
serves (whose  size  nobody  really  knows), 


or  reduce  their  grain-eating  poultry 
flocks  and  cattle  herds,  or  import,  or  a 
combination  of  all  these. 

Under  our  grain  agreement  with  the 
Soviet  Union  (a  five-year  pact  now  in  its 
third  year),  the  Soviets  are  committed  to 
buy  at  least  6  million  metric  tons,  and 
may  buy  up  to  8  million  without  consul- 
tation. Last  year  they  bought  14.8  mil- 
lion tons.  This  year's  estimate  is  for  15 
million  tons,  and  they  will  need  more 
late  this  year  and  next  if  the  crop  is  poor. 

Like  everything  else,  the  boom 
sparked  by  this  anticipated  Russian 
buying  is  a  good  news-bad  news  situa- 
tion. The  good  news:  Stepped-up  buying 
by  farmers — tractors,  suits,  auto- 
mobiles— can  help  mitigate  the  predict- 
ed recession  this  year  and  next.  The  an- 
ticipated Soviet  buying  adds  to  the  ex- 
port total,  a  plus  for  the  balance  of  trade. 
Agriculture  exports  this  year  are  now 
expected  to  exceed  the  old  forecast  of 
$32  billion  (which  would  be  a  record  any- 
way), and  the  old  projection  for  next 
year — $33  billion  to  $37  billion — is  con- 
sidered conservative  by  the  Department 
of  Agriculture.  The  bad  news  is  that  the 
booming  grain  prices  may  sink  hopes  for 
smaller  food  price  increases,  encouraged 
by  a  May  rise  at  a  6%  annual  rate. 

It's  not  just  grain  prices  going  up,  of 
course.  Fuel  and  fertilizers  that  are  based 
on  petrochemicals  are  climbing  as  well 
as  transportation  costs  (remember  that 
Teamster  contract)  and  wages.  "That  in- 
evitably means  somebody  over  the  long 
run  is  going  to  pay  more  for  food,"  says 
Dale  Hathaway,  undersecretary  for  inter- 
national agriculture. 

Bakers  are  already  screaming.  "It's 
anybody's  guess,  but  I  say  not  less  than  a 
buck  a  loaf,"  says  William  Botty,  presi- 
dent of  the  Independent  Bakers  Associ- 
ation. (Supermarket  bread  in  Washing- 
ton, D.C.  now  runs  from  about  49  cents 
to  69  cents  a  loaf.)  He  urges  moves  to 
hold  down  wheat  prices,  including 
quicker  release  of  reserves  from  stock- 
piles and  an  end  to  land  set-asides  that 
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hold  down  the  crop.  In  the  last  wheat 
price  run-up,  1973-74,  he  said,  80  large 
bakeries  went  out  of  business.  "If  this 
keeps  up  we'll  close  another  80." 

Complaints  about  food  prices  cause  no 
worry  in  wheat  country.  "Ten  pounds  of 
ice  cost  as  much  as*ten  pounds  of  pota- 
toes," says  Vernon  Johnson  of  Wahpe- 
ton,  N.  Dak.  "Folks  paying  that  much  for 
ice  shouldn't  worry  about  the  price  of 
potatoes."  Johnson  is  chairman  of  Wil- 
Rich,  Inc.,  which  makes  $5,000-to- 
$15,000  tillage  attachments  for  big  trac- 
tors. He,  too,  is  beginning  to  feel  the 
boom  effects  of  soaring  grain  prices. 
"This  should  be  the  slow  time  of  the 
year,  and  there  is  no  slowdown,"  he  says, 
predicting  a  25%  sales  gain  next  year. 

But  these  initial  reports  of  boom  in  the 
farm  belt  are  just  indicators  of  better 
times  coming.  Farmers  are  still  in  the 
harvest  season,  and  the  big  gains  in  grain 
sales  and  prices — and  the  spurt  in  buying 
by  farmers — are  still  to  come.  Vice  Presi- 
dent Stanley  F.  Lancaster  of  Internation- 
al Harvester  Co.  talks  of  "$5  wheat,  $8 
beans  and  $3.50  corn"  and  the  prosperity 
that  brings  to  the  countryside.  "Inven- 
tories are  even  lower  than  low,"  adds 
Vice  President  Boyd  C.  Bartlett  at  Deere 
&  Co.  "We're  short  of  all  equipment, 
[especially]  the  big-ticket  items." 

The  price  jumps  have  one  result  even 
farmers  don't  like:  rising  land  prices. 
When  farmers  have  money,  they  try  to 
buy  land.  Recently  they've  had  competi- 
tion from  foreigners  and  other  investors. 
In  the  past  few  years  farmland  prices 
soared  (to  $3,000  an  acre  for  good  corn 
land  in  Iowa,  for  example),  but  recently 
the  climb  slowed.  Now  it  shows  signs  of 
starting  again. 

"Ten  days  ago  we  had  a  parcel  near 
here  sold  for  $2,400  [an  acre];  it  had  been 
going  for  $1,800  to  $2,000  an  acre,"  says 
Tom  Neth,  who  sells  Harvester  imple- 
ments in  Wichita.  Adds  C.J.  Conrady, 
who  both  farms  and  sells  Deere  tractors 


Oklahoma  implement  dealer  Willie  Salver 
Selling  anything  Deere  can  make. 

in  Anthony,  Kans.:  "There  was  a  plot  I 
saw  in  March.  He  [the  owner]  needed 
money  badly.  It  was  $90,000.  I  didn't 
have  it  then,  but  I  knew  my  cash  posi- 
tion would  be  better  later.  I  came  back  at 
the  end  of  May.  He  wanted  $150,000." 

The  expected  riches  will  also  allow 
farmers  to  pay  off  debts  they  ran  up 
buying  high-priced  land  and  machinery 
after  the  last  Soviet-triggered  boom.  In- 
deed, early  this  year  some  farmers  drove 
their  tractors  to  Washington  complain- 
ing of  these  debts  and  hard  times 
(Forbes,  Mar.  5).  A  row  of  broken-down 
tractors  is  still  parked  by  the  nation's 
Capitol,  but  there  aren't  any  farmers 
around  them  now — not  with  $4  to  $5 
wheat  to  be  harvested. 

It  isn't  communism  or  mismanage- 
ment that  causes  the  Russians'  troubles: 


Their  grain  production  has  soared  over 
the  years.  But  most  of  the  Soviet  grain- 
producing  areas  are  north  of  the  northern 
borders  of  the  U.S.,  even  as  far  north  as 
the  southern  tip  of  Hudson's  Bay. 

Weather  varies  dramatically,  so  that 
harvests  are  much  more  unpredictable 
than  in  the  U.S.  "Probably  no  system 
will  really  deal  with  the  kind  of  situation 
that  arose  this  year,"  says  Agriculture's 
Hathaway,  noting  that  in  Australia  a  har- 
vest of  8.8  million  tons  was  followed  by 
one  of  18  million  tons.  "No  one  would 
ever  argue  that  the  Australians  are  not 
good  managers,  or  that  they  don't  have  a 
free  enterprise  system.  But  they  also  are 
subject  to  substantial  variations  in 
weather  for  their  wheat  crop." 

In  addition,  some  40%  to  50%  of  the 
huge  Soviet  wheat  harvest  goes  for  ani- 
mal feed  [vs.  10%  of  U.S.  wheat).  Corn,  a 
major  U.S.  animal  feed,  is  not  as  exten- 
sively grown  abroad.  To  reduce  the  ani- 
mal herds  because  of  crop  failure  would 
be  a  major  Soviet  setback  because  they 
would  take  years  to  rebuild. 

If  the  Soviets  want  grains,  the  U.S. 
may  be  the  only  big  seller  around.  What 
with  transportation  troubles  and  strikes 
earlier  this  year,  the  Canadians  probably 
can't  ship  any  more  than  present  com- 
mitments through  the  first  of  next  year. 
The  Australians  are  in  the  same  posi- 
tion— they  can't  move  any  more  out,  al- 
though they  have  large  reserves.  Argenti- 
na has  the  capability  to  move  grain  "but 
production  is  somewhat  uncertain," 
notes  Hathaway.  Here  the  store  is  at 
least  open,  though  the  price  is  up. 

"I  was  down  talking  to  a  man,"  said 
Kansas  dealer  Garry  Bonham,  in  an  al- 
most reverential  whisper.  "He  averaged 
51  bushels  [an  acre].  He  never  got  more 
than  40  before.  He's  got  800  acres.  The 
price  was  $4.24.  He  was  thrilled  to  death. 
He  said:  'I  made  some  money.'  If  it  keeps 
coming  on  as  it  has,  we're  really  all  going 
to  make  some  good  money."  ■ 


Despite  seeming  plenty,  shortfalls 


Soviet  agriculture  has  made  strong  strides  since 
the  land  was  ravaged  in  World  War  II.  But  with 
nearly  half  the  wheat  crop  committed  to  animal 

Billions  of  bushels 
4 


feed  {vs.  10%  in  the  U.S.)  and  with  more  uncer- 
tain weather,  even  relatively  small  variations  in 
the  Soviet  harvest  can  cause  serious  shortages. 
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Synthetic  fuel  will  be  costly  and  messy,  but  it  smells  like  pork  to  a 
hungry  Congress.  For  this  reason  as  much  as  for  common  sense,  the 
U.S.  may  finally  be  on  the  road  back  to  energy  independence. 


Something  to  think  about 
on  the  gas  line 


By  Ann  Hughey 


Coal's  comeback,  prematurely  heralded 
in  the  early  Seventies,  is  finally  at  hand. 
The  environmentalists  will  still  moan; 
but  under  the  pressure  of  President  Cart- 
er's recent  Tokyo  pledge  to  hold  down  oil 
imports,  the  logic  of  a 
switch  from  oil  to  coal  is 
now  overwhelming. 

There's  a  new  word 
soon  to  enter  the  everyday 
language  of  TV  commen- 
tators and  headline  writ- 
ers: Synfuel.  Synthetic 
fuel  can  be  made  from 
many  things — vegetable 
wastes,  oil  shale,  tar 
sands — but  the  most  easi- 
ly available  source  is  coal, 
where  the  technology,  al- 
though very  expensive, 
has  existed  for  more  than 
half  a  century.  Germany 
fueled  its  World  War  II 
war  machine  on  liquefied 
coal.  Converting  coal  ei- 
ther into  gas  or  into  liquid 
fuel  is  going  to  be  costly.  And  messy.  But 
ithe  U.S.  has  enough  readily  mineable 
coal  to  supply  its  energy  needs  far  into 
the  future  if  the  coal  is  developed  and  the 
plants  built. 

Representative  Jim  Wright,  the  Texas 
Democrat  who  is  the  House  Majority 
Leader,  sums  up  the  case  for  synfuel  and 
concludes  with  a  grim  prophecy: 

"Nigeria  thinks  it's  proper  to  lecture  us 
on  recognition  of  Rhodesia,  and  the  Sau- 
pdis  are  hinting  broadly  that  we  must 
[negotiate  with  the  Palestine  Liberation 
[Organization.  Four  oil  producers — Libya, 
(Algeria,  Iraq  and  Iran — are  openly  hostile 
:to  the  U.S.  Unless  we  reduce  our  reliance 
Ion  oil,  it  is  the  beginning  of  the  end  of 
!the  U.S.  as  a  major  power." 

Wright  recalls  that  in  1976  the  House 
almost  passed  a  bill  providing  big  money 
to  support  a  synthetic  fuels  industry,  but 
it  was  defeated  by  one  vote.  "It  was  a 


victim  of  two  sorts  of  mindless  efforts — 
the  liberal  types  who  believed  we  will 
conserve  ourselves  into  plenty  and  are 
instinctively  suspicious  of  anything  that 
might  be  a  boon  or  benefit  to  busi- 
ness"— there  Wright  mimics  the  prissy 
voice  of  a  liberal  colleague  from  New 


First  U.S.  flight  powered  by  gasoline  from  coal 

Senator  Jennings  Randolph  (D-W.Va.),  shown  above  at  left,  has 
pushed  coal  conversion  since  he  took  the  first  coal-based  flight 
from  Morgantown,  W.Va.  to  Washington  in  1943.  

York — "and  the  unthinking  ideologues 
of  the  right  who  don't  want  any  kind  of 
government  interference." 

Nearly  50  bills  pushing  synfuel  are  sit- 
ting in  Congress.  The  final  sorting  out 
will  probably  produce  a  package  built 
around  price  supports,  incentives  for  pri- 
vate industry,  a  speeded-up  regulatory 
process  and  up-front  government  money 
because  the  investment  is  so  huge. 
Among  the  key  proposals  in  Congress: 

•  Representative  William  Moorhead's 
(D-Pa.)  bill  that  allows  the  Defense  De- 
partment to  spend  up  to  $3  billion  in 
price  supports  for  synfuel  at  a  rate  of 
500,000  barrels  a  day  by  1985  and  2  mil- 
lion a  day  by  1990. 

•  Senator  Henry  Jackson's  (D-Wash.) 
omnibus  energy  bill  covering  just  about 
everything  from  fuel  cells  to  geothermal 
power,  with  about  $5  billion  for  coal 
conversion   plants  and   provisions  to 


speed  up  and  ease  regulatory  approval. 

•  Senator  Pete  Domenici's  (R-N.M.) 
bill,  to  create  a  government  body  with 
broad  and  flexible  powers  to  assist  the 
private  sector — financially  and  other- 
wise— in  creating  a  synfuels  industry.  (It 
is  expected  to  be  merged  with  the  Jack- 
son bill.) 

The  synfuel  bill  to  end 
all  synfuel  bills  comes 
from  House  Education  & 
Labor  Committee  Chair- 
man Carl  Perkins  (D-Ky.), 
whose  home  state  is  the 
nation's  largest  coal  pro- 
ducer. He  proposes  a  huge, 
government-owned  syn- 
thetic fuels  corporation 
with  $5  billion  to  spend, 
authority  to  borrow  up  to 
$200  billion  more  and  the 
power  to  do  just  about 
anything  it  wants  in  pur- 
suit of  synfuel  production. 

It  will,  of  course,  take 
more  than  Congress'  will- 
ing it  so  to  create  a  real 

  synfuels    industry.  Coal 

conversion  plants,  with  their  wastes  and 
emissions,  face  any  number  of  what  one 
Department  of  Energy  official  calls  regu- 
latory "show  stoppers"  that  could  delay 
projects  and  cause  huge  cost  overruns. 
There  is  the  potential  for  lengthy  litiga- 
tion. "In  the  populous  areas  of  the  East, 
people  don't  like  refineries  in  their  back- 
yards. In  the  West,  where  you  have  an 
influx  of  workers  into  small  communi- 
ties, you  have  boomtown  problems," 
says  the  DOE  official.  He  adds  that  the 
plants  will  have  to  be  very  careful  about 
protecting  workers  since  there  are  labo- 
ratory studies  that  indicate  synfuels 
cause  a  higher  incidence  of  cancer  than 
their  petroleum-based  equivalents. 

Then  there  is  the  budget-conscious 
White  House.  One  Administration  aide 
says  that  when  he  was  called  to  testify 
for  the  Administration  on  the  synfuel 
bills,  "the  orders  were  to  play  cool.  I  had 
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to  use  body  English  to  try  to  show  that 
some  of  us  thought  it  was  a  good  idea." 

The  day  the  Moorhead  bill  roared 
through  the  House,  House  coal  group 
head  Nick  Joe  Rahall  II  (D-W.Va.)  com- 
mented that  the  Administration,  which 
had  finally  endorsed  the  bill,  was  "cer- 
tainly not  out  front  pushing  for  yes  votes 
on  this  issue." 

Prosolar  environmentalists  and  bal- 
anced-budget advocates  in  the  Carter 
Administration  are  said  to  be  less  than 
enthusiastic  about  synfuels.  Synfuel  pro- 
ponents finger  Eliot  Cutler  at  the  Office 
of  Management  &  Budget  and  Katherine 
Schirmer,  a  young  Wellesley  graduate 
who  handles  energy  questions  for  Do- 
mestic Adviser  Stuart  Eisenstadt,  as 
chief  culprits.  "They're  Luddites,"  snaps 
one  industry  lobbyist. 
.  But  none  of  these  potential  pitfalls  is 
likely  to  stop  the  rush  to  synfuels. 

Since  1970,  when  the  Libyans  first 
started  raising  the  price  of  oil,  the  U.S. 
has  lost  a  precious  decade,  but  action 
now  is  almost  certain.  Congress  is  falling 
all  over  itself  to  get  to  the  head  of  the 
parade:  "People  want  action  out  of  this 
Congress  and  they  don't  really  care  what 
it  costs,"  says  Representative  Millicent 
Fenwick  (R-N.J.). 

It  helps,  too,  that  Congress  has  lost 
hone  of  its  ability  to  sniff  a  pork  barrel  in 
the  offing.  With  the  interstate  highway 
system  all  but  complete  and  water  proj- 
ects currently  unpopular  at  the  White 
House,  energy  projects  open  up  new  and 
appealing  prospects.  Senate  Majority 
Leader  Robert  Byrd  plans  to  push 
through  a  Senate  synfuels  bill  this 
month.  By  coincidence  West  Virginia, 
the  Democrat's  home  state,  is  a  major 
coal  producer  and  a  likely  site  for  synfuel 
plants.  Congressmen  from  other  coal 
states  will  benefit  from  more  coal  min- 
ing and  a  big  synfuel  industry.  Repre- 
sentative fames  Blanchard  (D-Mich.)  is  a 
member  of  the  congressional  "solar  co- 
alition." But  no  one  has  yet  figured  out 
how  to  make  gasoline  from  sunshine,  so 
Blanchard  is  getting  into  line. 

There's  no  outcry  from  the  oil  indus- 
try. Guess  who's  in  the  forefront  of  syn- 
fuel technology? 

During  debate  on  the  Moorhead  bill, 
Majority  Leader  Wright  stalked  the 
aisles  to  keep  things  moving  and  took  to 
the  floor  himself  with  charts  and  graphs 
to  make  his  case.  The  vote  was  biparti- 
san and  overwhelmingly  in  favor:  368  to 
25.  The  price  was  easily  raised  from  $2 
billion  to  $3  billion  during  the  debate. 

The  shock  of  the  1973-74  oil  embargo 
got  the  Alaska  pipeline  and  the  55-mph 
national  speed  limit  through  a  previously 
reluctant  Congress.  This  second,  even 
greater  shock  in  1979  looks  likely  to 
force  the  nation  into  taking  a  much  big- 
ger step  toward  energy  independence. 
This  time,  OPEC's  arrogance  may  force 
us  to  take  that  step.  ■ 


Despite  all  the  unknowns,  a  scramble  for 
position  in  synfuel  has  already  begun. 

Present  at 
the  creation 


By  James  Flanigan 


Down  in  Catlettsburg,  Ky. — if,  at 
long  last,  things  go  well — a  pilot 
plant  to  test  a  process  for  turning 
coal  into  liquid  fuels  will  open  next  Jan. 
1,  over  a  year  later  and  at  a  cost  65% 
greater  than  it  was  supposed  to.  The  De- 
partment of  Energy,  which  put  up  most 
of  the  nearly  $300  million  it  will  take  to 
get  going,  not  only  has  fired  Ashland  Oil 
as  project  manager  but  is  now  accusing 
Ashland  of  "gross  mismanagement." 
Ashland,  in  turn,  calls  DOE's  charges 
"misleading  and  distorted." 

Such  tales  are  likely  to  become  com- 
monplace. As  in  aerospace  and  defense 
work,  a  certain  amount  of  waste  and 
wrangling  between  government  and  pri- 
vate bureaucracies  seems  inevitable  as 
high  technology  and  massive  amounts  of 
capital  combine  in  a  race  to  create  a 
synthetic  fuel  industry. 

The  higher  the  goals,  the  greater  the 
chance  for  mismanagement.  And  the 
goals  being  talked  up  in  Washington — 
synfuel  production  equivalent  to  2  mil- 
lion barrels  per  day  by  1990— have  a  good 
many  energy  experts  worried.  "Typical 
Washington  hype,"  one  anxious  oil  in- 
dustry executive  calls  it.  Half  that 
amount,  1  million  barrels  per  day  in 
1990,  is  a  more  realistic  goal.  That  would 
be  only  one-eighth  the  amount  of  oil  the 
U.S.  imports  right  now;  but  getting  even 
that  much  synthetic  capacity  into  being 
will  be  immensely  costly — some  $50  bil- 
lion at  present  estimates.  And  that's  only 
the  capital  cost  of  plant  and  equipment. 
At  present  prices,  the  cost  of  enough  coal 
to  produce  the  equivalent  of  1  million 
barrels  of  oil  per  day  for  ten  years  would 
come  to  some  $18  billion. 

It  is  a  measure  of  how  bleak  U.S.  ener- 
gy prospects  are  that  an  outlay  of  $68 
billion  to  create  synthetic  fuel  produc- 
tion of  1  million  barrels  per  day  is  regard- 
ed with  some  calm.  At  OPEC's  latest 
prices,  the  cost  of  importing  1  million 
barrels  per  day  for  ten  years  adds  up  to 
slightly  more,  some  $72  billion. 

As  Ashland  Oil's  experience  shows, 
the  scramble  for  position  in  the  synfuel 
industry  is  not  for  the  fainthearted. 
Among  the  scramblers  in  the  U.S.  are  the 


oil  companies,  of  course,  and  natural  gas 
companies,  suppliers  to  the  utility  indus- 
try like  General  Electric,  Westinghouse 
and  Combustion  Engineering,  chemical 
companies  like  Dow  and  Du  Pont,  engi- 
neering and  construction  companies  like 
Fluor  Corp.,  Bechtel,  Foster  Wheeler, 
Lummus,  Kellogg  and  Dravo  Corp.  At 
every  step  of  the  way,  the  capital  costs 
will  be  tremendous.  That  pilot  plant 
DOE  is  building  in  Catlettsburg  for  near- 
ly $300  million  is  designed  to  handle  just 
600  tons  of  coal  per  day.  The  next  step 
up,  a  large  demonstration  plant  such  as 
the  14,329  ton-per-day  plant  American 
Natural  Resources  Corp.  plans  to  build  in 
Beulah,  N.  Dak.,  will  cost  well  over  $1 
billion.  How  much  for  a  full-size  plant  to 
yield  50,000  to  100,000  barrels  a  day  as 
many  oil  refineries  now  do?  Estimates 
start  at  $2.5  billion. 

Given  costs  of  this  magnitude,  the 
synfuel  business  will  see  all  sorts  of 
strange  bedfellows.  Exxon,  for  example, 
is  building  a  $240  million  pilot  plant  at 
Baytown,  Tex.  to  turn  250  tons  per  day 
of  coal  into  625  barrels  a  day  of  oil  prod- 
ucts— naphtha  for  gasoline,  heating  oil 
and  a  low-sulfur  fuel  oil  for  power  plants. 
DOE  will  put  up  half  the  money,  Exxon 
23%.  The  rest  is  coming  from  an  odd 
consortium  that  includes  the  Electric 
Power  Research  Institute,  Phillips  Petro- 
leum, Atlantic  Richfield,  a  Japanese  con- 
sortium and  Germany's  Ruhrkohle  AG. 

Since  1974  Gulf  Oil  has  been  testing  a 
coal  liquefaction  process  (see  p  35)  in  a| 
pilot  plant,  funded  by  DOE,  in  Ft.  Lewis, 
Wash.  Now  Gulf  is  proposing  to  scale-up 
to  a  demonstration  plant  at  Morgan- 
town,  W.Va.  which  would  turn  6,000 
tons  of  coal  per  day  into  the  liquid  and 
gas  equivalents  of  20,000  barrels  a  day  of 
oil.  That  plant  would  cost  approximately 
$1  billion  and  be  completed  late  in  1984. 
It  could  be  among  the  first  to  get  federal 
support  under  new  legislation.  But  the 
German  and  Tapanese  governments,  in- 
terested in  the  project,  have  each  offered 
to  put  up  25%  of  the  cost. 

Industry,  says  Vice  Chairman  David 
Garfield  of  coal  equipment  maker  Inger- 
soll-Rand,  assumed  for  years  that  a  major 
synthetic  fuels  effort  would  be  made. 
Now,  at  last,  it  seems  to  be  at  hand.  ■ 
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The  hydrogen  hurdle 


The  trick  in  turning  coal 
into  an  efficient  liquid  fuel 
is  to  change  the  molecular 
structure  and  boost  the  hy- 
drogen content.  Gulf  Oil's 
"solvent  refined  coal"  ap- 
proach is  typical  of  the 
chemistry  involved.  Shown 
here,  schematically,  is  how 
Gulfs  "SRC  II"  works. 


z 


Gasifier 

Here,  residual  ash  is  melted 
into  molten  slag  (of  no  value), 
and  unconverted  coal  becomes 
hydrogen  (returned  to  the  reac- 
tionary) and  carbon  monoxide. 


Slurry 

Ground-up  coal  is  mixed 
with  liquid  residue  at 
300°  400°F.  The  wet- 
ted coal  is  heated  to  750°, 
then  pumped  into 
reactionary. 


Slurry  recycle 

Recycled  slurry  has  ash 
with  high  sulfur  content. 
The  sulfur  is  in  the  form  of 
iron  pyrite  (fool's  gold) — a 
natural  catalyst  for  break- 
ing down  the  coal  itself. 


r 


Slurry  recycle 


> 


The  reactionary 

Here,  coal  is  hydro- 
cracked,  using  hydro- 
gen gas  to  reduce  sulfur 
content  and  shorten 
molecular  structure.  The 
shorter  the  molecule,  the 
more  hydrogen  per  molecule. 


Naphtha 

Naphtha,  a  higher-grade  fuel  / 
oil,  goes  through  hydro-  \ 
treating  and  reforming . . . 


Distillery 

Product  slurry,  ash  and 
coal  not  converted  in  the 
reactionary,  is  boiled  in  the 
distillery  to  separate  liq- 
uids from  solids. 


Gas  recovery 

Methane  has  more  hydro- 
gen than  ethane,  ethane 
more  than  propane,  pro- 
pane more  than  butane. 


DJ 
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...  to  make 
high-octane  gasoline. 


Sulfur 

Sulfur,  after  its 
final  conversion, 
is  sold  as  a 
by-product. 


Fuel  oil 

With  an  8%  or  9%  hydro- 
gen content,  fuel  oil  will 
not  burn  in  automobiles 
but  can  be  used  by  utilities 
to  generate  electric  power. 


LPG 

Liquefied  petroleum  gas, 
a  mixture  of  propane 
with  butane,  is  used 
for  cooking  and  heating 
in  rural  areas  and  as 
petrochemical  feedstock. 


Out  of  the  SRC  n 
process: 

Low-sulfur  fuel  oil  50% 
Naphtha  30% 
LPG  and  Gas  20% 
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A  UTILE  PIECE 
OF  GRUMMAN 

TOUCHES  DOWN 
ON  THE  MOON. 


NT 
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Even  after  a  decade  of  tech- 
nological wonders,  the  small  ship 
that  first  brought  men  to  the  lunar 
surface,  and  then  lifted  them 
safely  off  again,  continues  to 
capture  the  imagination. 

The  Lunar  Module  was  the 
product  of  Grumman  people.  With 
their  special  combination  of  scien- 
tific curiosity  and  devotion  to 
turning  out  dependable  products 
that  satisfy  real  human  needs. 

From  leisure  time  products, 
such  as  Grumman  canoes,  small 
boats  and  Pearson  yachts,  to 
practical  energy  savers  like  our 
Sunstream™  solar  system  and 
Flxible  870®  transit  bus.  Fire- 
fighters and  rescue  vehicles  that 
help  save  lives.  And  F-14  Tomcats 
and  E-2C  Hawkeyes  that  play 
key  roles  in  helping  to  defend 
our  country. 

They're  all  from  Grumman. 
Where  technology,  performance 
and  reliability  are  part  of  every- 
thing we  make.  Grumman 
Corporation,  Dept.  GCP,  Bethpage, 
Long  Island,  New  York  11714. 


GRUMMAN 


THE  RELIABLE  SOURCE 


Fourth-ranked  appliance  maker  Magic  Chef 
just  doubled  its  size.  But  can  a  $750  million 
company  compete  with  the  industry's  giants? 


Out  of  the 
frying  pan, 
into  the  fray 


As  befits  his  setting,  President  S. 
Bradford  (Skeet!  Rymer,  of  Magic 
Chef,  Inc.,  is  a  man  of  few  words. 
His  office,  on  the  wrong  side  of  down- 
town Cleveland,  Tenn.,  has  brown-and- 
white  tile  floors,  fading  green  paint  and 
battleship-gray  furniture.  Out  the  win- 
dow is  the  plant,  and  down  the  hall  a 
roomful  of  visiting  salesmen  mentally 
review  what  they  will  say  to  the  purchas- 
ing agent.  "We  are  not,"  explains  Rymer, 
"a  glamorous  company." 

On  the  contrary.  Magic  Chef  is  less 
than  half  the  size  of  its  nearest  com- 
petitor in  the  slow-growing  (current- 
ly 1%  a  year!,  low-margined  appli- 
ance business.  And  unlike  such 
successful  specialty  makers  as 
Maytag  or  Raytheon's  Amana 
subsidiary,      Magic  Chef 
doesn't    have    a  premium 
product  with  above-average 
margins.  Rymer,  64,  whose 
father  started  the  firm  in 
1916  to  make  cast-iron  skil- 
lets, rejected  that  strategy 
years  ago.  But  recently  he 
made  a  bet-the-company  de- 
cision that  puts  Magic  Chef 
in  across-the-kitchen  compe- 
tition with  such  giants  as 
General    Electric,  Whirlpool 
and  White  Consolidated. 

Few  noticed  the  move  be- 
cause of  the  headlines  this  spring 
when  White  Consolidated  paid  an 
estimated  SI 20  million  for  General 
Motors'  Frigidaire  division.  White,  a 
respected  cost-cutter  that  had  bought 
out  Westinghouse  in  1975,  now  has  SI. 5 
billion  a  year  in  appliance  sales.  But  with 
less  hurrah  Rymer  put  together  two  deals 
of  his  own:  For  S57  million  he  bought 
Rockwell  International's  Admiral  refrig- 
erator business,  and  for  another  S13  mil- 
lion he  added  a  washer-dryer  line  from 
Fedders  Corp.'s  Norge  subsidiary. 

From  all  this — and  taking  on  an  extra 
$48  million  in  debt — Rymer  gets  only 
about  SI  million  more  in  current  earn- 


ings. But  he  doubles  Magic  Chef's  sales, 
which  should  top  S750  million  this  year. 
And  most  important,  Magic  Chef  be- 
comes a  full-line  producer.  "That  is  es- 
sential to  survive,"  says  Rymer,  who 
took  over  from  his  father  in  1952  when 
sales  were  just  S4  million  a  year.  "Deal- 
ers and  housewives  want  all  their  appli- 
ances to  have  the  same  brand  name. 


\ 


Magic  Chefs  Skeet  K\  mer 

"Big  enoughto  compete  with  any  body." 

You'd  walk  down  a  store  aisle  and  see 
refrigerators,  ranges,  washers  and  dryers 
from  GE  all  lined  up  together.  Then 
there'd  be  Magic  Chef  by  itself  in  a  cor- 
ner with  a  few  ranges.  Why  fool  with  us 
for  just  one  product?" 

A  broader  line  solves  that  problem  and 
also  moves  Magic  Chef,  30%  owned  by 


the  Rymer  family,  into  the  private-label 
business.  That  has  been  a  traditional 
strength  at  Whirlpool,  which  sells  half  its 
output  to  Sears,  Roebuck.  Now,  through 
Admiral  and  Norge,  Magic  Chef  is  a  ma- 
jor supplier  to  Mobil  Corp.'s  Montgom- 
ery Ward.  Also,  providing  more  product 
makes  Magic  Chef  a  stronger  competitor 
in  the  GE-dominated  home-building 
market,  which  accounts  for  nearly  a 
third  of  all  new  appliance  sales. 

But  even  with  those  pluses — and  as- 
suming that  Magic  Chef  carries  out  ma- 
jor cost-cutting  at  its  new  acquisitions — 
Rymer's  toughest  problem  remains  un- 
solved. Magic  Chef  is  the  market  leader 
in  only  one  product  line,  gas  ranges.  In 
refrigerators,  the  largest  and  most  profit- 
able appliance  group,  its  8%  share  trails 
GE  (30%!,  Whirlpool  (27%)  and  White 
(23%!.  In  laundry  products  Magic  Chef  is 
even  farther  behind. 

"I  know  all  about  the  Boston  Consult- 
ing Group  and  their  theories,"  says 
Rymer,  referring  to  BCG's  frequent  ad- 
vice to  companies  to  abandon  also-ran 
situations  like  Magic  Chef's  and  to  aim 
instead  at  being  number  one  or  number 
two  in  fast-growing  product  lines.  "They 
did  some  work  for  us  in  microwave 
ovens  and  concluded  that  we  should  stay 
in  the  business  even  though  our  market 
share  isn't  big." 

BCG's  reasoning  was  that  the  high 
ratio    of    purchased  components 
equalized  production  costs  for  all 
microwave  oven  producers.  But 
the  same  isn't  true  for  other  ap- 
pliances. Magic  Chef,  for  exam- 
ple, must  buy  its  refrigerator 
compressors;  its  three  larger 
competitors  choose  to  build 
theirs. 

Such  limitations  are  hard 
to  overcome  in  a  volume 
business.  So  is  the  fact  that 
Magic  Chef's  expansioni 
comes  just  before  a  predicted 
economic  slowdown  that 
could  clobber  the  appliance 
business.  But  under  the  bright 
_jf  fluorescent  lights  in  his  I 

austere      office,  Skeet] 
Rymer  shows  a  flinty  easti 
Tennessee   tenacity  that 
smoother  corporate  execu-i 
tives  somehow  lack.  "We're 
appliance  people,"  he  says. 
"It's  our  only  business,  andl 
we're  totally  committed  to  it  I1 
think  we're  big  enough  and  efficient 
enough  now  to  compete  with  anybody." 

How  much  credence  would  a  security 
analyst  put  in  that,  compared  with  the 
hard  facts  of  Magic  Chef's  objective  situ- 
ation? He  would  probably  prefer  the  hard 
facts — and  thereby  disregard  the  crucial 
element  that  no  less  an  authority  than 
I. P.  Morgan  found  all-important  in  mak- 
ing a  loan.  "Character,"  he  said,  comes | 
"before  anything  else.'  ■ 
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One  flag. 
Five  continents. 


When  Farrell  Lines  acquired  American 
Export  Lines  in  1 978,  it  was  the  beginning 
of  an  American  superfleet. 

Each  line  had  stars  of  its  own,  stars  such 
as  the  GREAT  REPUBLIC  and  YOUNG 
AMERICA,  huge  containerships  that  plow 
the  Atlantic  at  24  knots  even  when  fully 
loaded;  stars  such  as  the  AUSTRAL 
ENVOY  and  AUSTRAL  ENTENTE  that 
have  been  jumboized  to  carry  a  mighty 
1708  TEU  containerloads  each,  much  of  it 
in  a  unique  refrigerated  cold-holding 
capacity  that's  been  specially  developed 


for  the  shipping  needs  of  the  frozen  meat 
and  dairy  producers  of  Australia  and  New 
Zealand. 

American  ingenuity  has  built  up  this 
fleet  of  modern  ships  to  offer  shippers 
more  than  200  scheduled  sailings  a  year, 
to  more  than  150  ports  of  the 
world— covering  5  continents.  Service  is 
not  once  in  a  blue  moon,  either.  Most  ports 
are  on  a  regular  weekly  or  semi-monthly 
schedule. 

Fleet  expansion  is  continuing,  with  four 
more  ultra-modern,  ultra-efficient  ships 


being  built  right  now  at  Bath,  Maine  and 
Sparrows  Point,  Maryland. 

In  addition  to  Farrell  Lines  Atlantic  ser- 
vice between  the  East  Coast  ports  and  the 
East,  West  and  South  Coasts  of  Africa,  and 
regular  East  and  Gulf  Coast  routes  to  Aus- 
tralia and  New  Zealand,  Farrell's  new 
routes  in  its  American  Export  Line's  ser- 
vice to  Europe,  the  Mediterranean,  Middle 
East,  South  Asia  and  the  Far  East  give  you 
the  opportunity  to  use  Farrell  Lines  service 
to  and  from  almost  anywhere  in  the  world. 
We've  put  our  money  where  our  flag  is. 


In  the  Tradition  of  Great  American  Seamanship 


Farrell  Lines 

INCORPORATED 


One  Whitehall  Street,  New  York,  N  Y.  10004    (212)  425-6300 
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Westinghouse  radar 
is  helping  stop 
a  vicious  enemy 

from  killing  our  youth 

There's  an  invasion  of  the  United  States  taking  place  right  now.  Every  day 
drug  runners  fly  their  contraband  across  our  borders  to  sell  it  on  our  streets. 
They  fly  at  altitudes  low  enough  to  avoid  detection  by  ground-based  radar. 

But  this  deadly  enemy  is  being  slowed  with  the  help  of  Westinghouse 

airborne  radar. 

The  U.S.  Customs  Service,  America's  prime  border  protection  agency 
uses  a  radar  system  originally  developed  for  the  Air  Force's  F-16  fighter. 
Mounted  on  board  Cessna  Citation  jet  aircraft,  the  radar  can  spot  both 
low-flying  planes  and  small  ships. 

Customs  officers  also  fly  aboard  modified  Air  Force  Boeing  707's 
equipped  with  huge  Westinghouse  radar  systems  that  scan  our  skies  for 
otherwise  undetectable  low-flying  planes. 

At  present,  Westinghouse  is  jointly  involved  with  the  U.S.  Air  Force  and 
the  Customs  Service  in  developing  the  most  effective  systems  possible 
against  this  deadly  enemy. 

Powerful  radar  systems.  Just  another  way  Westinghouse  directs  its 
energies  to  help  America  stay  healthy. 


Westinghouse 

A  powerful  part  of  your  life. 


Hitachi  is  already  known  as  the  "GE  of  Japan. "  It  aspires  to  be  the  IBAt 
as  well  Here's  a  look  inside  the  company  that  many  observeri 
consider  Japan's  best  run — and  hardest  running. 


That  old  nobushi  spirit 


Most  Americans,  when  they 
think  of  Japanese  competition, 
come  up  with  familiar  names 
like  Sony,  Nippon  Steel,  Mitsubishi, 
Toyota,  Honda,  Sumitomo  Bank.  But  ask 
the  people  at  General  Electric  or  Interna- 
tional Business  Machines  and  you  gel  a 
different  answer:  Hitachi.  Hitachi  Ltd.  is 
a  lug,  diverse,  technically  advanced  com- 
pany whose  revenues  in  the  fiscal  year 
ended  this  Mar.  31  were  over  $12  billion 
and  whose  product  line  and  management 
style  roughly  resemble  GE's. 

A  good  many  Americans  familiar  with 
international  business  consider  Hitachi 
the  best-managed  company  in  fapan. 
John  Templeton,  the  Bahamas-based  in- 
vestment sage  (Forbes,  Feb  5),  regards 
Hitachi  stock  as  one  of  the  best  invest- 
ments in  the  entire  world. 

For  a  Japanese  company,  flexibility — 
the  power  to  adapt  to  drastically  chang- 
ing circumstances — is  even  more  vital 
than  to  a  U.S.  company.  Japan  has  had  so 
many  shocks  in  recent  years:  the  contin- 
ued upward  valuation  of  the  yen,  which 
has  priced  many  Japanese  goods  out  of 
world  markets;  repeated  turns  of  the 
screw  by  OPEC  on  an  economy  that  im- 
ports almost  all  its  energy;  rising  labor 
costs  at  home  that  have  cost  Japanese 
goods  many  of  then  old  markets. 

Hitachi  knows  how  to  roll  with  these 
punches.  When  the  oil  crisis  hit  in  1974 
and  Japan  was  rocked  to  its  foundations, 
Hitachi  top  executives  willingly  accept- 
ed pay  cuts  of  5%  to  15%,  and  produc- 
tion workers  hit  the  pavements  to  sell 
goods  that  had  piled  up  in  warehouses. 
Hitachi  had  one  bad  year:  fiscal  1975. 
Since  then  its  sales  have  gone  straight  up 
and  profits  have  gone  up  even  faster. 

It  is  typical  of  Hitachi,  though,  that, 
when  asked,  officials  can't  easily  explain 
how  the  company  was  able  to  restructure 
itself  so  magnificently.  They  can  only 
say  that  Hitachi  succeeded  where  others 
tailed  because  company  employees  fol- 
lowed Hitachi  President  Hirokichi  Yo- 
shiyama's  advice  to  remain  "flexible" 


By  Norman  Pearlstine 


(O) 


Hitachi  President  Hirokichi  Yoshiyama 
Stay  "flexible,"  work.  "Harmoniously. 


and  to  work  "harmoniously." 

That  may  sound  like  a  lot  of  kabtd 
from  inscrutable  Orientals,  but  it's  not 
The  inability  to  articulate  reflects  jus 
how  well-tuned  Japan's  best-manage 
company  really  is.  The  teamwork,  th 
decision-making  are  almost  instinctive 
Its  reaction  time  might  be  a  bit  slowe 
than  that  of  a  well-run  American  firm 
but  the  thoroughness  of  Hitachi's  plan 
rung  is  unequaled  anywhere. 

Although  Hitachi  is  best  known  in  tht 
U.S.  for  TV  sets,  it  is  in  fact  a  diversified 
Japanese  giant  substantially  larger  thai 
other  Japanese  companies  whose  prodl 
ucts  are  better  known  here,  such  as  Nisi 
san  (Datsun),  Matsushita  Electric  (Pana 
sonic!  and  Sony  Corp.  Worldwide,  onl< 
about  30  industrial  firms  are  bigger.  Witt 
help  from  486  subsidiaries  and  ove 
1,000  affiliates,  Hitachi's  106  factorie 
make  more  than  40,000  products,  man 
of  them  marketed  abroad  through  15 
offices  in  39  countries. 

With  good  reason,  Hitachi  is  often  re 
ferred  to  as  "Japan's  GE."  There  is  corn 
siderable  product  overlap,  although  Hitai 
chi  has  gone  heavily  into  computer 
while  General  Electric  has  recentb 
moved  into  natural  resources  and  broadl 
casting  interests.  Both  companies  mak 
nuclear,  turbine  and  other  power  equip 
ment,  industrial  machinery  and  a  variet 
of  consumer  products. 

In  style  as  well  as  in  substance,  the  tw< 
companies  are  similar.  Hitachi  has  als» 
patterned  its  management  training  instl 
tute  on  GE's  tamed  Crotonville  program 
and  it  has  learned  the  importance  cj 
"value  analysis"  from  GE.  Moreover,  th' 
two  companies  have  had  technical  tie 
ups  since  1953.  In  recent  years  they  havi 
established  joint  ventures  to  market  hy 
draulic  turbines  and  gas  circuit  breaker 
and  (with  Toshiba  Corp.)  to  manufacture 
and  sell  nuclear  fuel.  "GE  is  elder  broth 
er,"  says  Hitachi's  Yoshiyama. 

Where  the  two  diverge  is,  most  inter, 
cstingly,  in  computers.  GE  has  long  sino 
quit  making  computers,  but  Hitachi  ha 
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Hitachi's  balanced  act 


With  1979  sales  of  $12.2  billion,  Hitachi 
ranks  among  the  largest  industrial  firms 
in  the  world.  It  is  not  only  big  but  remark- 
ably well  balanced,  with  each  of  its  four 


major  divisions  accounting  for  close  to 
20%  of  total  sales.  It  all  started  with  a 
motor  repair  shop  established  in  1910  to 
serve  a  copper  mine. 


Electrical  utility 
apparatus  and 
electrical  equipment 

$2.2  billion 
18.3%  of  sales. 
Nuclear,  hydroelec- 
tric and  thermal  power 
plants,-  turbines;  gen- 
erators; boilers. 


Consumer  products 

$2.7  billion 
21.7%  of  sales. 
Television,  stereo 
and  radio  sets;  tape 
recorders;  VTR  sets; 
room  air  conditioners; 
washing  machines; 
microwave  ovens. 


Communications 
and  electronics 
equipment,  measuring 
instruments 

$2.3  billion 
18.6%  of  sales. 
Computers;  semi- 
conductors; telephone 
exchanges;  facsimile 
equipment;  research 
instruments;  medical 
equipment. 


Other  products 

$2.8  billion 
22.6%  of  sales. 
Electric  wire  and  cable; 
rolled  copper  products; 
special  steels;  mal- 
leable cast-iron  products; 
pipe  fittings;  synthetic 
resins;  carbon  and 
graphite  products; 
electric  insulating 
materials. 


Rolling  stock 

$149  million 
1.2%  of  sales. 
Electric  and  diesel 
locomotives;  passenger 
and  freight  cars; 
industrial  rolling  stock; 
monorail  cars. 


Industrial  machinery 

$2.2  billion 
17.6%  of  sales. 
Compressors; 
pumps;  blowers;  rolling 
mill  equipment;  oxy- 
gen plants;  construction 
machinery;  elevators. 
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plowed  stubbornly  on.  It  makes  and  mar- 
kets a  full  line,  including  one  that  is  60% 
faster  and  has  twice  the  storage  capacity 
of  IBM's  biggest  data  processor.  Hitachi 
also  competes  with  Texas  Instruments 
in  many  semiconductor  areas  and,  like 
Pullman  Inc.,  makes  entire  plants  and 
transportation  equipment. 

Technologically — as  GE,  IBM  and  a 
whole  raft  of  U.S.  technology  leaders  well 
realize — Hitachi  is  very  much  a  com- 
pany to  watch.  Hitachi's  management 
meets  almost  any  test  of  excellence.  It 
reinvests  impressive  amounts  in  new 
equipment  and  production  lines.  Its  re- 
search and  development  departments, 
which  boast  500  Ph.D.s — more  than  any 
other  Japanese  firm — have  provided  the 
company  with  more  than  30,000  patents 
and  with  the  best-engineered  products  in 
its  fields.  Its  executives'  commitment  to 
hard  work  is  legendary,  as 
are  the  company's  rigid 
cost  controls.  (One  former 
employee  remembers  being 
unable  to  get  a  new  pencil 
without  first  turning  in  a 
nub  so  small  he  could  no 
longer  write  with  it.  In  in- 
teroffice correspondence 
Hitachi  still  uses  envelopes 
that  were  previously  mailed 
to  it  from  outside.)  Besides 
its  frugality,  Hitachi  is 
noteworthy  among  major 
Japanese  companies  for  be- 
longing to  no  major  trading 
company  or  bank  group — 
not  Mitsui  or  Sumitomo  or 
Mitsubishi.  Before  the  war 
it  was  associated  with  such 
a  group — a  right-wing  na- 
tionalist group — but  the 
connection  ended  with  the 
American  occupation. 
Since  then  Hitachi  has 
grown  to  its  present  size  as 
an  independent  concern, 
free  of  the  ties  and  obliga- 
tions that  restrict  so  many 
other  companies 

Presiding  over  this  empire  is  67-year- 
old  Hirokichi  Yoshiyama,  a  painfully  shy 
man  (it  took  d.ivs  of  negotiation  before 
he  agreed  to  pose  for  this  issue's  cover), 
who  is  only  the  fourth  president  in  Hita- 
chi's 70-year  history.  Yoshiyama  joined 
the  company  44  years  ago.  Like  many 
other  Hitachi  officials,  he  studied  electri- 
cal engineering  at  Tokyo  University,  an 
institution  whose  reputation  in  Japan  is 
equal  to  that  of  Harvard  and  M.I.T  com- 
bined in  the  U.S.,  before  joining  the  com- 
pany as  a  cost  analyst  in  its  electrical 
machinery  department.  Although  self-ef- 
facing and  kindly  to  subordinates  in  the 
Japanese  manner,  associates  say  he  can 
be  stubborn  once  his  mind  is  made  up. 

Sitting  in  Hitachi's  Spartan  headquar- 
ters in  one  of  downtown  Tokyo's  oldest 
office  buildings,  Yoshiyama  talks  about 


Hitachi  as  a  company  with  "nobushi  spir- 
it." The  nobushi  were  freelance  samurai 
who  would  often  sit  out  a  battle  and  then 
pick  up  the  weapons  left  behind  by  their 
fleeing  cousins.  The  meaning  has 
changed  over  the  years.  Nobushi  now  re- 
fers to  a  person  or  group  that  marches  to 
its  own  drummer.  Although  Yoshiyama 
chats  freely  about  the  company's  past,  he 
typically  demurs  when  asked  about  his 
own  role  in  building  the  company,  saying 
he  has  done  little  more  than  carry  on  the 
traditions  first  established  by  Hitachi's 
founder,  Namihei  Odaira,  back  in  1910. 
Those  traditions  explain  much  of  Hita- 
chi's present  eminence.  In  its  begin- 
nings, Hitachi  was  a  gutsy  monument  to 
Japanese  pride;  with  the  necessary 
changes  and  adaptations  it  has  remained 
so  to  this  day. 

Founder  Odaira,  who  also  graduated 


Style  and  substance 

Hitachi,  for  good  reason,  is  often  thought  of  as 
"Japan's  GE."  But  as  the  comparison  below  shows, 
Hitachi  is  not  yet  as  powerful  a  profitmaker. 

General  Electrict 

$12,260  billion 

Revenues 

$19,654  billion 

$463.4  million 

Net  income 

$1,230  billion 

$7.09* 

Earnings  per  share 

$5.39 

12.8% 

Return  on  equity 

19.6% 

$13,264  billion 

Total  assets 

$15,036  billion 

$3,607  billion 

Stockholders'  equity 

$6,587  billion 

138,000 

Total  employees 

401,000 

$88,840 

Revenues  per  employee 

$49,012 

$3,357 

Net  income  per  employee 

$3,067 

^  330,000 

Number  of  shareholders 

552,000  j 

'Forbes  estimates  of consolidated  results  for  year  ended  Mar  31.  19"9  Based  on  rate 
of  210  \en  to  the  dollar,  the  approximate  rate  of  exchange  prevailing  on  the  Tokyo 
Foreign  Exchange  Market  on  Mar  31.  1979    Wear  ended  Dec  31.  1978  tPer 
American  Depositary  Receipt,  each  respresenting  40  shares 

from  Tokyo  University's  engineering  de- 
partment, first  opened  a  motor  repair 
shop  to  serve  a  copper  mine  located  in 
the  hills  above  the  fishing  village  of  Hita- 
chi, 80  miles  north  of  Tokyo.  A  frugal, 
chain-smoking  nationalist,  Odaira  was 
disgusted  to  see  that  all  the  mine's  equip- 
ment was  imported  from  Europe  or  the 
U.S.  because  the  mine's  owners  thought 
Japanese  equipment  untrustworthy. 

Odaira  believed  Japan's  industrializa- 
tion would  be  retarded  so  long  as  it  had 
to  rely  on  imported  technology  and 
equipment.  So,  with  a  staff  of  300,  he 
began  by  building  5-horsepower  electric 
motors  based  solely  on  his  own  technolo- 
gy and  designed  to  meet  Japanese  specifi- 
cations. Soon  after,  he  developed  an  inte- 
grated line  of  industrial  machinery,  all 
built  around  his  electric  motors. 

At    first    Japanese    factory  owners 


spurned  Odaira's  products,  but  with  the 
outbreak  of  World  War  I,  a  major  electric 
power  company  was  forced  to  turn  to 
Hitachi  after  it  was  unable  to  get  delivery 
of  three  large  turbines  from  Germany. 
Odaira  delivered  the  three  10,000-horse- 
power  units  five  months  later. 

From  then  on  orders  came  quickly. 
Hitachi  expanded  rapidly  through  acqui- 
sition of  companies  producing  pumps, 
blowers  and  other  mechanical  equip- 
ment and  through  internal  expansion 
into  metalworking  and  the  production  of 
copper  cable  and  rolling  stock.  In  1924 
Hitachi  built  Japan's  first  electric  loco- 
motive. In  1926  it  entered  the  export 
market  with  a  shipment  of  electric  fans 
to  the  U.S. 

Under  pressure  from  the  Japanese  gov- 
ernment, Hitachi  built  radar,  rolling 
stock  and  other  strategic  products  during 
World  War  II,  but  at 
Odaira's  insistence,  it  made 
very  few  weapons.  Never- 
theless, toward  the  end  of 
the  war,  many  of  Hitachi's 
facilities  were  destroyed  by 
American  bombers  and, 
after  Japan's  surrender, 
Odaira  was  purged. 

After  the  war  Hitachi  had 
to  rebuild  its  destroyed  fac- 
tories. Since  many  roofs  on 
plants  had  been  destroyed, 
whenever  it  rained  employ- 
ees had  to  hold  umbrellas 
over  those  machines  that 
were  still  working,  recalls 
Tsutomu  Watamori,  who 
now  heads  Hitachi's  heavy 
electrical  equipment  divi- 
sion and  who  was  working 
in  a  machine  shop  that  was 
bombed  in  1945. 

While  trying  to  rebuild 
production  facilities,  Hita- 
chi also  had  to  withstand 
American  efforts  to  dis- 
solve it.  After  three  years  of 
negotiation,  Hitachi  agreed 
to  dispose  of  19  facilities  but  was  allowed 
to  remain  otherwise  intact.  No  sooner 
had  Hitachi  put  the  threat  of  dissolution 
behind  it,  however,  then  it  was  crippled 
by  a  three-month  strike  in  1950  by  em- 
ployees who  were  protesting  forced  lay- 
offs and  low  wages. 

Hitachi  might  never  have  recovered 
from  all  this  but  for  the  Korean  War, 
which  provided  it  and  many  other  Japa- 
nese companies  with  substantial  con- 
tracts supplying  the  American  military. 
Once  back  on  its  feet  Hitachi  moved 
quickly  to  regain  its  old  markets  and  to 
develop  new  ones.  Although  Chikara 
Kurata,  who  succeeded  Odaira,  shared 
the  founder's  desire  for  self-reliance,  he 
also  realized  that  no  company  could  re- 
main competitive  in  a  wide  range  of 
products  without  some  outside  licensing 
agreements.  So  Hitachi  teamed  up  with 
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U  is  significant  that  Hitachi  is  not  as  well  known  in  the  U.S.  as  many 
smaller  Japanese  companies  are.  But  Hitachi  is  now  trying  to  make 
up  for  timidity  and  neglect  in  its  overseas  markets 


Babcock  &  Wilcox  Co.  on  a  boiler-mak- 
ing venture  and  signed  technical  agree- 
ments with  RCA  and  Western  Electric  to 
*ain  semiconductor  patents  and  know- 
"iow.  The  Japanese  learn  fast.  In  1960 
4itachi  surprised  U.S.  manufacturers  by 
:>eing  selected  to  build  two  large  turbines 
:or  northern  California's  Clear  Creek 
?ower  plant.  That  same  year  it  began  to 
export  some  of  its  own  technology  by 
;igning  an  agreement  for  Perkin-Elmer 
Ix>rp.  to  sell  Hitachi's  scientific  instru- 
nents  in  the  U.S. 

Until  1961  Hitachi  was  known  almost 
solely  for  its  well-engineered  heavy  elec- 
:ric  and  transportation  equipment.  But 
ts  next  president,  Kenichiro  Komai,  also 
)egan  to  emphasize  household  apph- 
inces  and  other  consumer  products  and 
:he  marketing  end  of  the  business.  To- 
lay  Hitachi  has  the  second-largest  sales 
letwork  in  lapan — 12,500  stores — for 


litachi  founder  Vamibei  Odaira 
fe  stressed  self-reliance. 

onsumer  appliances.  Only  Matsushita, 
idth  about  26,000,  has  more. 

Hitachi  began  its  computer  research  in 
he  early  1950s  and  produced  its  first 
omputer  in  1957.  Its  technical  tie-up 
nth  RCA  provided  Hitachi  with  much 
If  its  early  knowhow,  and  even  after 
iCA  got  out  of  the  computer  business  in 
971,  Hitachi  continued  to  use  RCA's 
latents  under  license  agreements  until 
1976.  Hitachi  was  the  first  Japanese 
pmputer  maker  to  develop  on-line  sys- 
ems,  and  by  the  late  1960s  it  had  be- 
pme  the  world's  largest  maker  of  the 
nalog  computers  widely  used  for  scien- 
Ific  computations. 

I  The  Japanese  government's  Ministry 
f  International  Trade  and  Industry 
4ITI)  decided  years  ago  that  the  na- 
lon's  economic  future  depended  on  its 
bility  to  promote  so-called  knowledge- 
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Katsushiga  Miia 

His  computers  rival  IBM's. 

intensive  industries  such  as  computers 
and  semiconductors.  So  the  government 
subsidized  much  of  the  needed  research. 
In  the  mid-1960s,  when  IBM  first  stag- 
gered its  competitors  with  its  360  sys- 
tem based  on  integrated  circuitry,  MITI 
concluded  that  Japan's  computer  makers 
would  have  to  band  together  if  they  were 
ever  to  match  IBM.  The  ministry  pro- 
vided direct  funding  for  research  but  also 
forced  Japan's  manufacturers  to  cooper- 
ate in  loose  groups  on  research  and  man- 
ufacturing. Such  cooperation  would,  of 
course,  be  impossible  in  the  U.S.  The 
government  would  quickly  break  it  up 
and  possibly  put  some  of  the  executives 
in  jail.  But  to  the  Japanese,  national  eco- 
nomic survival  takes  precedence  over 
any  blind  belief  in  antitrust.  As  a  result, 
when  IBM  introduced  its  370  Series  in 
the  early  1970s,  Hitachi  and  Japan's  oth- 
er computer  makers  were  able  to  meet 


the  challenge  with  as  good  or  better 
equipment  within  three  years.  In  the  Jap- 
anese market,  which  is  now  the  world's 
second  largest,  IBM's  share  was  about 
29%  last  year.  In  most  other  foreign  mar- 
kets it  has  over  50%.  The  government 
subsidies  and  the  industry's  joint  re- 
search efforts  are  continuing,  making  the 
Japanese  IBM's  most  formidable  com- 
petitors on  world  markets. 

Today  Hitachi  has  about  17%  of  the 
Japanese  domestic  computer  market, 
trailing  Fujitsu  Ltd.,  which  has  19%.  But 
Hitachi's  computer  operations  are  far 
more  profitable,  chalking  up  operating 
earnings  of  about  12%  on  sales.  Hitachi 
sold  about  $1  billion  worth  of  computers 
last  year  and  made  about  $60  million  in 
net  income  from  those  sales. 

Hitachi's  sense  of  itself  as  nobushi 
shows  clearly  in  its  relationship  with  the 
government-sponsored  Japan  Electronic 


Keisuke  Arai 

Every  plant  a  profit  center. 


Kenichiro  Komai 

Marketing  is  important  too. 

Computer  Co.  (JECC).  In  Japan  most 
computer  makers  lease  equipment 
through  JECC,  a  government-industry 
joint  venture,  and  treat  every  shipment 
to  JECC  as  a  sale.  That  adds  initially  to 
revenues  and  frees  corporate  funds  for 
more  research  and  development,  but  it 
can  come  back  to  haunt  a  company 
should  the  customer  return  a  machine 
before  his  lease  is  up,  since  JECC  re- 
quires computer  makers  to  buy  the  units 
back  at  their  residual  value.  Hitachi's  top 
computer  executive,  Katsushiga  Mita,  a 
rare  combination  of  engineer,  marketing 
man  and  business  strategist,  saw  the 
trap.  So  he  convinced  Hitachi  in  the  ear- 
ly 1970s  to  lessen  its  dependence  on 
JECC.  Instead,  it  began  leasing  most 
computers  on  its  own,  depreciating  them 
over  a  much  shorter  period  than  JECC 
does.  Mita's  strategy  cut  corporate  prof- 
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its  by  as  much  as  $100  million  in  the  first 
few  years,  but  now  Hitachi's  profits  are 
higher  and  its  exposure  on  returns  much 
lower  than  that  of  any  other  maker. 

Mita,  whose  computer  division  has 
17,000  employees,  says  his  goal  is  to 
double  annual  computer  sales  within  five 
years  and  raise  exports  to  25%  or  30%  of 
production  from  its  present  15%. 

Most  of  Hitachi's  present  exports  are 
large  processors  that  go  to  San  Francisco- 
based  Itel  Corp.  Itel  markets  them  out- 
side Japan  under  its  own  name  as  the 
Advanced  System  6.  Hitachi  shipped 
about  40  of  these  units — they  sell  for 
about  $2.3  million  each— to  Itel  last  year. 
Although  Itel  has  been  having  trouble 
selling  other  computer  products  lately 
(Forbes,  May  28),  it  says  Hitachi's  units 
continue  to  do  well  and  that  it  plans  to 
take  delivery  of  about  55  more  AS6  units 


conductor  division,  where  10,000  em- 
ployees are  engaged  in  research  and  man- 
ufacturing. At  the  company's  Musashi 
plant  near  Tokyo,  for  example,  over 
3,000  workers  keep  the  plant  operating 
around  the  clock.  Few  of  them,  however, 
are  the  white-smocked  girls  of  a  decade 
ago  who  sat  in  row  after  row  doing  man- 
ual assemblies.  Instead,  many  are  trained 
engineers  (starting  at  salaries  of  about 
$8,000  a  year  right  out  of  college)  who  are 
monitoring  the  functions  of  Hitachi- 
made  automatic  assembling  units. 
Among  Japanese  semiconductor  makers, 
Hitachi  trails  only  Nippon  Electric  Co. 
and  says  it  is  already  making  sophisti- 
cated 64  K-bit  RAMs  (random  access 
memories)  for  its  most  advanced  com- 
puters. Outside  industry  analysts  say 
that  Hitachi's  work  in  VLSI  (very  large 
scale  integration)  is  already  equal  to  that 


a  management  system  that  differs  from 
the  typical  Japanese  system  in  content  as 
well  as  in  manner.  Unlike  many  Japanese 
companies,  "each  Hitachi  factory  is  an 
individual  profit  center,"  says  Keisuke 
Arai,  the  senior  executive  in  charge  of 
administration.  The  plants,  not  the  sales 
divisions,  are  responsible  for  profits. 
That  helps  explain  why  Hitachi  puts  less 
emphasis  on  sales  and  market  share  than 
most  Japanese  companies  do. 

According  to  Nomura  Securities  Co., 
which  has  analyzed  Hitachi's  decentral- 
ized management  system  in  detail,  it 
works  like  this:  "Each  plant  borrows 
capital  from  headquarters  by  paying  in- 
ternal interest,  more  or  less  close  to  the 
market  interest  rate,  and  these  interest 
payments  are  charged  to  income  of  each 
plant.  Further,  each  plant  pays  dividends 
and  quasi-taxes  to  headquarters,  and  the 


Toshiba's  long  march  back 


In  the  years  before  and  after  World 
War  II,  it  was  Toshiba  Corp.  and  not 
General  Electric  that  Hitachi  looked 
up  to  as  "elder  brother."  Toshiba, 
after  all,  was  Japan's  oldest  electronics 
company,  having  begun  operations  in 
1875,  and  through  the  1950s  it  was 
Toshiba  that  was  much  larger  and 
more  profitable  than  Hitachi. 

But  while  Hitachi  forged  ahead 
with  new,  profitable  products,  To- 
shiba sat  complacently,  watching  its 
market  share  for  many  products 
shrivel.  Closely  tied  to  the  Japanese 
government  and  to  the  Mitsui  group 
of  companies,  Toshiba  was  some- 
times pressured  into  high-prestige, 
low-profit  projects.  Rather  than  spend 
heavily  on  its  own  research  and  development  as  Hitachi 
did,  it  was  prone  to  import  as  much  technology  as  possible. 
In  some  areas,  such  as  nuclear  power,  that  gave  it  a  leg  up. 
But  too  often,  not  fully  appreciating  the  need  to  refine  the 
imported  technology  to  meet  Japanese  needs,  Toshiba  fell 
behind.  As  a  result,  in  the  tough  year  ended  Mar.  31,  1976, 
Toshiba  lost  nearly  $20  million  while  Hitachi  enjoyed  a  net 


Toshiba  President  Kazuo  Iwata 


income  of  $187  million. 

Stunned  by  that  loss,  Toshiba 
named  Kazuo  Iwata,  a  savvy  financial 
manager,  its  new  president,  and  Iwata 
immediately  began  putting  more  em- 
phasis on  the  bottom  line.  He  deem- 
phasized  Toshiba's  computer  pro- 
gram, which,  he  says,  "cost  us  big 
money  for  many  years,"  and  put 
heavier  emphasis  on  electric  machin- 
ery and  overseas  operations,  where 
Toshiba  does  well.  Toshiba  still  trails 
Hitachi,  but  Iwata's  tenure  has  al- 
ready begun  to  yield  dramatic  results. 
In  the  fiscal  year  ended  Mar.  31,  1979, 
Toshiba's  net  rose  by  an  estimated 
749%,  to  $95  million,  on  a  sales  in- 
crease of  13%,  to  $8.1  billion. 
Iwata,  who  is  as  gregarious  and  outgoing  as  Hitachi's 
Yoshiyama  is  reserved,  says  that  in  the  past  Toshiba  "paid 
too  much  attention  to  being  the  first  horse  out  of  the  gate 
and  not  enough  attention  to  winning  the  race."  Now,  he 
says,  all  that  has  changed.  "Our  target  now  is  to  catch 
Hitachi  in  profitability.  That  may  take  a  very  long  time,  but 
I  believe  we  can  do  it."  — NJ». 


this  year.  Hitachi  also  recently  agreed  to 
market  even  larger  computers  through 
Itel  when  they  are  introduced  this  year 
and  next.  Hitachi  officials  privately  indi- 
cate that  in  a  few  years  they  may  be 
ready  to  market  computers  abroad  under 
Hitachi's  own  name  and  through  its  own 
sales  offices.  But  for  now  it  seems  con- 
tent with  its  Itel  relationship. 

Domestically,  Hitachi's  computers  are 
also  selling  well,  though  competitive 
price-cutting  may  be  hurting  profits.  One 
Japanese  newspaper  recently  reported 
that  Hitachi  and  Fujitsu  had  both  offered 
an  80%  discount  to  one  university  on  a 
large  computer  and  that  other  schools  are 
routinely  offered  50%  discounts. 

IBM  and  domestic  price-cutting  not- 
withstanding, Mita  is  optimistic  about 
the  company's  future  in  computers  be- 
cause of  the  strength  of  Hitachi's  semi- 


of  IBM  and  Texas  Instruments.  Hitachi 
and  other  computer  makers  expect  IBM 
to  announce  a  new,  large,  central  proces- 
sor next  year  that  would  be  as  big  as  or 
bigger  than  Hitachi's  current  top-of-the- 
line  model.  But  Hitachi  is  already  telling 
potential  customers  it  can  match  any- 
thing IBM  offers  with  units  that  are  com- 
patible and  that  compare  favorably  on 
price  and  performance. 

Hitachi's  computer  profits  are  coming 
on  stream  at  precisely  the  right  time. 
Computers  and  the  heavy  electrical 
equipment  division  together  should  ac- 
count for  more  than  55%  of  total  profits 
by  the  early  1980s.  These  two  divisions 
are  looking  good  just  as  the  consumer 
products,  industrial  machinery  and  roll- 
ing stock  divisions  are  beginning  to  lose 
some  of  their  luster. 

Underlying  this  impressive  planning  is 


rest  of  the  income  is  transferred  to  each 
plant's  reserves."  Such  a  system  puts  a 
premium  on  conserving  capital  through 
strict  inventory  control  and  on  running 
plants  as  near  to  full  capacity  as  possible. 
Hitachi's  inventory-to-sales  ratio  is 
about  three-fourths  what  it  was  six  years 
ago,  and  Hitachi's  plants  are  now  run- 
ning at  more  than  96%  capacity. 

Such  a  system  of  decentralized  control 
can  work  only  if  a  company's  account- 
ing, planning  and  personnel  departments 
are  strong  enough  to  deal  with  indepen- 
dent-thinking plant  managers.  That's 
definitely  the  case  at  Hitachi.  It  was  Hi- 
tachi's conservative  accounting  depart- 
ment that  persuaded  the  company  to  get 
out  of  the  vending  machine  business  a 
few  years  ago  because  the  profit  potential 
wasn't  great  enough.  Last  year  it  and  the 
planning  department  helped  formulate  a 
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The  Japanese  government  forced  computer  makers  to  cooperate. 
Such  cooperation  would  of  course  be  impossible  in  the  U.S.  But  to  the 
Japanese,  economic  survival  takes  precedence  over  antitrust  laws. 


"yen  countermeasure"  program  to  deal 
with  the  currency's  rapid  appreciation 
against  the  dollar.  Under  the  program, 
among  other  things,  products  are  rede- 
signed so  they  can  make  a  profit  at  180 
to  190  yen  to  the  dollar  instead  of  240 
yen  as  previously,  and  procurements 
from  abroad  are  being  increased  to  12% 
of  purchases  from  5%  or  6%  last  year. 

Ever  since  the  1950  strike,  the  Hitachi 
personnel  department  has  had  very  cozy 
relations  with  the  company's  union. 
Working  together  they  have  cut  employ- 
ment to  138,000  workers  from  almost 
172,000  earlier  in  the  decade  without 
any  forced  layoffs.  The  personnel  depart- 
ment is  also  responsible  for  switching 
hundreds  of  workers,  or  if  necessary 
thousands,  among  plants  or  departments 
as  needed  to  meet  changes  in  demand.  A 
few  years  ago  Hitachi  transferred  more 
than  5,000  employees  and  their  families 
to  two  new  factories  several  hundred 
miles  from  their  former  plants  in  and 
around  Tokyo.  Hitachi  computers  were 
used  to  program  the  move,  and  Hitachi 
built  new  dormitories,  medical  clinics 
and  athletic  facilities  at  the  new  sites  to 
encourage  employees  to  move.  Yoichi 
Takahashi,  president  of  the  Hitachi 
union,  says  such  transfers  and  moves  are 
necessary  to  preserve  jobs.  Sounding 
more  like  a  management  mouthpiece 
than  a  typical  American  union  leader,  he 
adds,  "The  most  important  thing  is  dia- 
log. Strikes  must  be  avoided  at  all  cost." 
Hitachi's  Arai  says  the  company's  good 
union  relations  enable  it  to  transfer  em- 
ployees "in  a  couple  of  weeks"  where 
bther  companies  could  take  six  months. 

Although  Hitachi  keeps  a  tight  rein  on 
posts  and  has  cut  back  on  employment, 
it  continues  to  spend  heavily  on  research 
tmd  development.  Hitachi  now  spends  a 
nefty  5.5%  of  parent  company  sales  and 
B%  of  consolidated  sales  on  research, 
bays  Toyozo  Kambara,  who  heads  the 
pompany's  research  and  development  de- 
partment. At  facilities  such  as  the  com- 
pany's Central  Research  Laboratory,  a 
college-like  campus  near  Tokyo  that 
pdaira  founded  in  1942,  researchers  are 
vorking  on  hundreds  of  new  products 
Kuch  as  mechanical  robots,  video  discs, 
!  lghtweight  television  cameras  and  "bub- 
ble memories"  for  the  computer  indus- 
tries. In  addition  to  Perkin-Elmer,  Hita- 
chi has  negotiated  other  licenses  cover- 
ing its  research  with  other  American 
lirms  such  as  Westinghouse,  General 
trelephone  &  Electronics  and  RCA. 

Hitachi's  research  activities  provide 
Jmt  one  reason  Japan's  best  college  gradu- 
ates flock  there  for  jobs.  One  recent  sur- 
rey showed  that  Hitachi  is  the  most 
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Toyozo  Kambara 

Big  bucks  into  R&D. 


popular  industrial  corporation  among 
graduating  university  students.  Young 
employees  praise  the  company  for  its 
willingness  to  give  them  responsibility 
at  an  early  age  and  for  its  encouragement 
of  new  ideas  (though  some  complain  pay 
and  title  don't  match  responsibility  as 
much  as  they  would  like). 

If  there  has  been  a  weak  spot  in  all 
this,  it  has  been  in  exports.  It  is  signifi- 
cant that  the  name  Hitachi  is  not  so  well 
known  in  the  U.S.  as  those  of  many 
smaller  Japanese  companies.  Exports 
only  account  for  about  19%  of  total  sales. 
Because  of  Hitachi's  size,  its  total  ex- 
ports still  exceed  those  of  all  but  ten 
Japanese  manufacturing  firms,  according 
to  a  recent  survey  by  the  Nihon  Keizai 
Sbimburt,  Japan's  Wall  Street  Journal  But 
its  export  ratio  is  still  well  below  that  of 
most  Japanese  firms.  While  exports  were 
up  an  estimated  5%  last  year,  new  orders 


1 


from  abroad  rose  only  about  2%. 

Throughout  the  1960s  Hitachi's  export 
strategy  for  the  U.S.  market  was  to  avoid 
confrontation  with  American  manufac- 
turers and  to  keep  a  fairly  low  profile.  It 
concentrated  on  providing  highly  spe- 
cialized products  for  which  there  were 
few  if  any  other  suppliers,  and  it  worked 
closely  with  certain  U.S.  manufacturers, 
such  as  GE,  producing  subsystems  and 
components  for  major  products.  In  those 
days  Hitachi  sometimes  had  to  sell  under 
cost  to  get  into  the  U.S.  market.  Hitachi 
and  other  big  Japanese  TV  makers  are 
still  defending  themselves  in  lawsuits  al- 
leging they  continued  to  dump  products 
into  the  U.S.  well  into  the  1970s,  and 
executives  insist  that  the  company 
doesn't  dump  on  the  U.S.  market  now. 

Hitachi  is  now  hard  at  work  making 
up  for  the  timidity  and  neglect  that  have 
left  it  behind  other  major  Japanese  com- 


Tsutomu  Watamori 

The  umbrellas  of  Hitachi. 


Masafumi  Misu 

Shenefield.  asked  many  questions. 

panies  in  its  overseas  markets.  Comput- 
ers are  very  much  the  spearhead  of  the 
new  attack — and  the  most  promising. 
Elsewhere  Hitachi  has  met  setbacks.  In 
1972  it  announced  that  it  would  follow 
Sony  Corp.'s  lead  and  begin  to  assemble 
color  televisions  at  a  California  plant. 
But  two  years  after  production  began,  it 
was  abruptly  stopped  in  March  1975.  A 
couple  of  years  after  that  Hitachi  and  GE 
began  discussion  on  a  joint  venture  to 
make  color  TV  sets  here,  but  the  venture 
was  blocked  last  November  by  the  Jus- 
tice Department  on  antitrust  grounds. 
The  Justice  Department's  attitude 
caught  Masafumi  Misu,  Hitachi's  execu- 
tive vice  president  for  international  rela- 
tions, off  guard.  "When  I  first  met  Mr. 
|  John  |  Shenefield  | assistant  attorney  gen- 
eral for  antitrust  matters  |,  he  handed  me 
a  name  card  with  his  name  in  Japanese 
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Although  Hitachi  s  profits  have  grown  far  faster  than  sales  in  recent 
years,  there  is  still  plenty  of  room  for  improvement  in  profits.  Nonethe- 
less, some  people  think  it  is  already  a  better  buy  than  GE. 


on  it.  So  I  thought  he  was  understanding 
and  that  everything  would  he  all  right. 
But  then  he  asked  me  many  questions." 
Hitachi  is  now  planning  to  make  color 
TVs  on  its  own  again  at  a  new  plant  in 
Compton,  Calif.,  but  delay  caused  by  its 
efforts  to  join  GE  makes  it  the  last  major 
Japanese  TV  maker  to  set  up  manufactur- 
ing operations  in  the  U.S. 

In  Britain,  Hitachi's  efforts  to  make 
TV  sets  have  been  almost  as  frustrating. 
There,  it  first  tried  to  build  a  manufactur- 
ing plant  on  its  own  but  gave  up  after  two 
years  in  the  face  of  protests  from  British 
trade  unionists  and  manufacturers.  Last 
December  Hitachi  an- 
nounced that  it  and  British 
General  Electric  Co.  (no  re- 
lation to  GE)  had  formed  a 
joint  venture  to  produce 
television  and  stereo  units. 
But  in  doing  so  it  was  play- 
ing catch-up  with  Toshiba, 
which  had  earlier  conclud- 
ed a  similar  agreement  with 
Rank  Radio  International, 
and  with  Sony  and  Matsu- 
shita, which  already  have 
plants  in  South  Wales.  The 
script  could  have  been  writ- 
ten by  Lewis  Carroll:  The 
British  were  afraid  that  Hi- 
tachi's products  would  be 
so  much  better  than  their 
own  that  they  would  put 
their  employers  out  of  busi- 
ness. It  was  an  amazing  dis- 
play of  British  lack  of  confi- 
dence. Hitachi  was 
shocked,  though  it  really 
shouldn't  have  been.  The 
whole  affair  was  repre- 
sentative of  Hitachi's 
sometimes  stumbling  ap- 
proach to  overseas  expansion. 

At  any  rate,  there  have  been  other 
problems.  Last  November  a  Hitachi  sub- 
sidiary, Hitachi  Cable  Ltd.,  was  indicted 
by  a  federal  grand  jury  in  Los  Angeles  and 
charged  with  fraud,  bribery  and  racke- 
teering offenses  in  connection  with  ef- 
forts to  receive  $8.8  million  in  telephone 
cable  supply  contracts  from  the  Anchor- 
age Telephone  Utility  of  Anchorage, 
Alaska.  It  is  believed  to  be  the  first  time 
a  foreign  corporation  has  been  indicted 
under  the  federal  antiracketeering  stat- 
ute. Hitachi  Cable  denies  the  charges. 

Another  subsidiary,  Hitachi  Sales 
Corp.,  is  one  of  four  Japanese  electronics 
companies  that  are  under  investigation 
by  the  U.S.  Attorney's  office  in  New 
York  for  alleged  corporate  payoffs  to  a 
Teamsters  union  local.  A  Hitachi 
spokesman  says  the  Teamsters  local 


"came  to  us  and  said  would  you  buy 
tickets  to  some  event  and  would  we  take 
out  an  ad  in  one  of  their  publications.  We 
did  because  we  thought  it  was  the  cus- 
tom in  America,  but  in  any  case,  it  was  a 
small  amount." 

Two  Japanese  who  formerly  worked 
for  Hitachi  overseas  suggest  its  very  suc- 
cess at  home  may  have  something  to  do 
with  its  problems.  "They  are  so  arrogant 
about  doing  things  the  Hitachi  way," 
says  one,  "that  they  don't  bother  to  ap- 
preciate fully  the  difference  between 
working  in  Japan  and  working  else- 
where." Hitachi  would  do  well  to  prac- 


Hitachi  exec 
Though  a 
monument 


nin  es  meditating  «/  management  institute 
lot  was  learned  from  GE,  Hitachi  remains  a  gutsy 
to  Japanese  pride. 


tice  its  famed  "flexibility"  abroad. 

China,  which  is  only  beginning  to 
open  up  as  a  major  market  again,  is  one 
foreign  market  where  Hitachi  is  doing 
extremely  well.  Here  its  competitors 
were  not  able  to  get  a  head  start,  and 
Hitachi's  success  in  China  may  be  a  sign 
that  the  company  is  getting  more  export 
savvy.  It  first  won  a  contract  there  for 
rolling-mill  equipment  in  1966,  and  since 
then  it  has  sold  the  Chinese  thermal 
power  and  oxygen  plants,  turbine  gener- 
ators, computers,  a  color-TV-tube  manu- 
facturing plant,  equipment  for  iron  ore 
handling  and  for  building  a  steel  rolling 
mill  and  equipment  for  a  polyester  fiber 
plant.  Hitachi  officials  say  margins  are 
very  low  on  most  of  these  contracts,  but 
they  hope  these  initial  deals  will  lead  to 
more  profitable  ones  later. 

All,  of  which  leads  to  a  final,  intriguing 


question:  Is  Hitachi  today  a  promising 
investment  for  Americans  who  think 
global?  Loeb  Rhoades  Hornblower's  To- 
kyo office  lists  four  Hitachi  subsidiar- 
ies— Hitachi  Maxell  (tapes),  Hitachi 
Credit,  Hitachi  Cable  and  Nissei  Sangyo 
(trading) — in  its  highly  regarded  (Forbes 
A(>r  16)  44-stock  recommended  portfolio, 
but  it  doesn't  list  Hitachi  Ltd.  All  four 
subsidiaries  carry  price  earnings  ratios  in 
excess  of  12,  while  Hitachi  Ltd.,  which  is 
so  diverse  many  Japanese  investors  seem 
to  have  trouble  understanding  it,  carries 
a  P/E  ratio  of  about  7. 

Nonetheless,  Nomura  Securities  Co., 
Japan's  largest  brokerage 
house,  makes  a  persuasive 
case  for  buying  Hitachi.  It, 
like  Loeb  Rhoades,  recog- 
nizes that  Hitachi  has 
much  stronger  subsidiaries 
than  do  most  other  Japa- 
nese firms.  But  since  recent 
changes  in  Japanese  ac- 
counting principles  require 
all  firms  to  consolidate 
earnings  of  their  majority- 
owned  subsidiaries,  it  fig- 
ures that  Hitachi's  40  ma- 
jority-owned units  should 
help  boost  the  share  price 
for  Hitachi  Ltd.  (In  the  year 
ended  Mar.  31,  parent  com- 
pany net  rose  19%  while 
consolidated  income  was 
up  an  estimated  23%.)  No- 
mura also  argues  that  inves- 
tors with  GE  shares  might 
consider  replacing  some  of 
them  with  Hitachi  stock; 
that  Hitachi  earnings,  sales 
per  employee  and  net  in- 
come per  employee  have  all 
been  growing  faster  than 
GE's  and  are  likely  to  continue  to  do  so. - 
Although  Hitachi's  profits  have  grown 
far  faster  than  sales  in  recent  years,  there 
is  still  plenty  of  room  for  improvement 
in  profitability.  Hitachi's  revenues  last 
year  were  about  60%  of  GE's,  but  its  net 
profits  were  only  37%  as  great.  Put  dif- 
ferently, GE  netted  6  cents  on  the  sales 
dollar,. Hitachi  only  about  4  cents.  Hita- 
chi expects  the  gap  to  close  as  it  contin- 
ues to  move  out  of  more  mature  products 
and  into  higher-technology  products  and 
as  it  finally  brings  its  export  operations 
up  to  the  level  of  its  domestic  ones. 

Hitachi  people  refer  to  General  Elec- 
tric as  "elder  brother."  That's  a  polite 
Japanese  way  of  saying  GE  has  been 
around  longer  and  is  worthy  of  emula- 
tion. Respect,  however,  does  not  exclude 
competition;  we  all  know  that  there  isj 
no  rivalry  rougher  than  sibling  rivalry.  ■ 


48 


FORBES,  fULY  23,  19791 


Breadman... 

America  didn't  send 
its  dollars  to  the  moon. 

It  sent  them  to  the 
corner  grocery  store. 

The  metals  our  nation 
put  on  the  moon, 
ten  years  ago  today, 
weren't  worth  a  dime 
until  hardworking  people 
put  their  labor  into  digging 
ore  out  of  the  Earth. 
Americans  used  their  energies, 
their  brains,  and  their  hands 
to  shape  those  metals 
into  the  machines  of 
NASA's  Saturn/ Apollo. 

The  human  skills  honed 
in  spaceflight  have  built 
instruments  to  improve 
your  health;  products  to 
help  move  oil  across  Alaska 
and  natural  gas  across  oceans; 
to  keep  watch  over  the  wind 
and  rain.  These  skills  are 
helping  find  new  sources 
of  energy  on  Earth  and 
from  the  sun,  and  ways 
to  save  the  energy  we  have. 

America's  investment  in  space 
paid  the  men  and  women 
who  worked  on  Apollo  . . . 
from  Michigan  and  Mississippi, 
from  Tulane  and  Tuskegee, 
from  the  city  and  the 
suburbs . . .  they  bought  cars 
and  gas,  got  haircuts, 
met  the  rent  and  sent 
their  children  to  school. 
And  yes,  bought  bread. 
Not  moonrocks. 

Bread. 

The  coming  missions 
of  Space  Shuttle  and 
Spacelab  will  bring  advances 
in  medicine,  bring  us  new 
electronics,  help  us  develop 
and  conserve  Earth's  resources, 
and  permit  new  precision 
in  manufacturing. 

But  the  dollars  we  spend 
will  stay  on  the  ground. 
And  buy  more  bread. 
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How  do  you  finance 
a  TV  acquisition 
in  Louisiana? 

Ask  Chicago's  Bank. 

A  small-city  cable  TV  company  had  a  strong  cash  position  and  a  good 
earnings  base.  It  wanted  to  expand  its  media  ownership. 

A  TV  station  in  New  Orleans  was  for  sale.  Price:  $5  million,  an  amount 
almost  equal  to  the  total  assets  of  the  cable  company. 

To  buy  the  station,  the  company  needed  $4V2  million  in  financing. 
That  meant  their  local  midwest  bank  would  need  money  center  support. 
But  few  money  center  banks  have  the  experience  it  takes  to  understand  the 
intangibles  of  the  media  business.  And  from  a  traditional  balance-sheet 
standpoint,  most  would  turn  down  the  loan  request. 

Not  Chicago's  Bank. 

First  Chicago  recognized  the  potential  of  the  investment  and  gave 
prompt  approval  to  their  proposal.  Now  we're  extending  additional  credit 
to  the  company  for  a  new  TV  station  in  Oklahoma. 

Transactions  like  this  make  First  Chicago's  Communications  Group 
the  top  lender  to  the  media  industry.  Our  current  commitments  total  over 
half  a  billion  dollars. 

Our  group  is  vertically  integrated,  our  people  expert  in  all  areas  of  the 
media  business.  We  look  beyond  the  balance  sheet  to  the  profit  potential 
of  an  acquisition.  And  counsel  you  on  value  as  well  as  provide  financing 
that  fits  your  needs— whether  you're  a  CATV  operator,  a  small-city  news- 
paper, or  any  media-related  company. 

We  are  not  brokers.  But  through  our  nationwide  calling  program  we 
often  learn  of  properties  wanted  or  for  sale.  And  we  work  with  brokers  and 
local  banks  to  help  both  buyers  and  sellers. 

If  you're  planning  to  buy  a  broadcast  facility,  expand  a  cable  TV  opera- 
tion, replace  a  printing  press,  build  a  paper  mill,  or  undertake  any  other 
media-related  project,  talk  to  the  people  who  finance  more  of  them  than 
anybody  else.  Call  Bill  Lear,  Vice  President,  (312)  732-6950. 

Whatever  your  business  interests,  from  communications  to  energy  to 
aerospace  and  more,  First  Chicago  can  help.  In  Chicago,  in  one  of  our 
nine  regional  offices  listed  below,  or  anywhere  else  in  the  world,  ask 
Chicago's  Bank. 


FIRST  CHICAGO 

The  hirst  National  Bank  of  Chicago 


Chicago:  William  S.  Lear,  312/732-6950  •  Atlanta:  Norman  McClave  111,404/892-0966  •  Baltimore:  Robert  E.  Probasco,  301/547-8700 
Boston:  Robert  G.  Barrett,  617/247-4040  •  Cleveland:  Earle  C.  Peterson,  2 16/781-0900  •  Dallas:  James  A.  Edwards,  214/742-2151 
Houston:  Clifford  E.  Shedd  III,  713/658-1 100  •  Los  Angeles:  Richard  D.  Durrett,  213/628-0234  •  New  York:  Donald  Glickman,  212/75 1  -3910 
San  Francisco:  William  R.  Lyman,  41 5/788-43 1 1 


©  1979  The  First  National  Bank  of  Chicago.  Member  F.D.I. C 


Jim  Walter  stumbled  into  the  coal  business. 
Stumbled  is  right. 


"The  quickest 
deal  I  ever  made" 


By  Robert  J.  Flaherty 


The  best  laid  schemes  o'  mice  an' 
men  gang  aft  a-gley."  fames  W. 
Walter  isn't  given  to  quoting  Bob- 
by Burns,  but  if  he  were  he'd  find  that 
line  appropriate.  A  few  years  ago,  the 
amiable  but  hard-driving  entrepreneur 
convinced  security  analysts  that  by  fiscal 
1980  the  coal  mines  owned  by  the  com- 
pany that  bears  his  name  would  be  pro- 
ducing $4  a  share  in  earnings.  Instead 
they  lost  65  cents  a  share  in  the  fiscal 
year  ending  Aug.  31,  1978  and  will  drop 
another  45  cents  in  the  current  fiscal 
year.  The  troubles  aren't  over  yet.  They 
have  seriously  tarnished  Jim  Walter 
Corp.'s  otherwise  brilliant  corporate  rec- 
ord. Its  return  on  equity,  which  typically 
ran  close  to  25%  a  year  in  the 
early  Seventies,  dropped  to 
17%  last  fiscal  year  and  won't 
be  any  better  in  the  fiscal  year 
that  ends  next  month.  This  in 
spite  of  boom  years  in  his  ba- 
sic business,  which  is  building 
materials. 

"The  biggest  mistake  I've 
made  in  the  past  is  opening 
my  big  mouth  about  things 
that  didn't  happen,"  says  Wal- 
ter, regretting  not  only  the 
move  but  his  optimistic  state- 
ments about  it.  A  Delaware- 
born  high  school  graduate  who 
once  drove  a  truck  for  a  living, 
Walter,  now  56,  started  with 
$495  borrowed  from  his  father 
in  1946  to  buy  an  unfinished 
house  that  he  sold  to  a  passer- 
by three  days  later.  A  third  of  a 
century  later  he  is  running  a  $2 
billion  building  materials  giant 
that  makes  and  sells  "shell" 
houses  and  products  like  insu- 
lation, roofing,  ceilings,  gyp- 
sum and  pressure  pipes. 

In  an  era  of  faceless,  stan- 
dardized, by-the-book  corpo- 
rate managements,  Jim  Walter 


ranks  with  a  handful  of  colorful  corporate 
entrepreneurs — men  like  Henry  Single- 
ton (Forbes,  July  9),  Thomas  Mellon  Ev- 
ans, Armand  Hammer  and  H.  Ross 
Perot — who  have  run  their  businesses  as 
though  they  were  businesses  and  not 
mere  institutions.  Until  the  coal  trouble 
came  along,  Jim  Walter's  stockholders 
fared  sensationally  well.  A  decade  ago 
dividends  were  40  cents  a  share;  now  the 
annual  rate  is  $1.80.  Fully  diluted  earn- 
ings were  $1.38;  this  last  year,  $4.87. 
Book  value  has  gone  from  $6.46  a  share 
to  $34.  But  the  stock,  largely  reflecting 
the  coal  problems,  has  been  falling  since 
1971,  from  over  46  to  less  than  32.  Its 
price/earnings  ratio,  as  high  as  31  times 
earnings  in  1970,  is  now  a  sub-par  6. 
How  did  a  shrewd  man  like  Jim  Walter 


Jim  Walter  in  bis  office 

After  a  misstep  in  coal,  "a  happy  ending"  in  the  1980s? 


get  into  a  situation  like  this?  And  how 
will  he  get  out  of  it? 

He  got  into  it  almost  by  accident.  In 
1969  he  bought  U.S.  Pipe  and  Foundry 
Co.,  a  Birmingham,  Ala.  maker  of  pipes, 
valves  and  chemicals.  U.S.  Pipe  had  re- 
buffed an  earlier  Walter  offer  but  sudden- 
ly discovered  that  A-T-O  Corp.'s  Harry 
E.  Figgie  Jr.  had  bought  up  24%  of  its 
stock.  Anyone  who  has  read  the  FORBES] 
article  on  Figgie  (Sept  18,  197H)  will  un- 
derstand why  U.S.  Pipe's  executives 
were  horrified.  Jim  Walter's  telephone 
rang.  Would  he  be  a  white  knight?  He 
would.  The  price:  $135  million  in  stock 
and  cash.  "It  was  the  quickest  deal  I  ever 
made,"  Walter  says.  It  proved  to  be  a  fine 
buy,  too.  U.S.  Pipe's  profits  have  in- 
creased fivefold  and  returned  25%  last 
year  on  the  purchase  price. 

In  those  pre-energy  crisis  days,  nobody 
thought  much  about  coal  and  so  Jim  Wal- 
ter didn't  pay  much  attention  to  the  fact 
that  U.S  Pipe  had  a  modest  coke  oper- 
ation and  worked  some  mines  for  its 
own  coal.  In  addition  it  owned  160  mil- 
lion tons  of  coal  reserves,  but  the  coal 
was  so  deep  it  didn't  pay  to  mine  it.  That 
was  1969,  remember.  Then  came  1973 
and  the  Arab  oil  boycott  and  the  quadru- 
pling of  the  price  of  oil.  The  American 
public  did  not  know  what  that  meant: 
the  end  of  an  era.  But  the  business  world 
understood  at  once,  or  thought  it  did. 
Suddenly  coal  became  a  potential  bonan- 
za. All  Jim  Walter  had  to  do  was  get  some 
contracts,  sink  some  new  mines  and 
bring  it  up.  What  could  be  simpler?  With 
subsequent  purchases,  the  company  now 
owns  title  to  360  million  tons.  Even  at  a 
mere  $1  per  ton,  these  coal 
reserves  could  add  $23  per 
share  to  the  book  value  of  each 
of  the  15.5  million  common 
^  ^  shares  outstanding.  The  coal 
ft,  was  carried  on  the  books  at 

/  A^N*.    iust  $4  million. 

Then  began  what  Jim  Walter 
calls  his  "horror  movie."  Says 
he:  "If  we  had  realized  in  the 
beginning  the  complexity  of 
what  we  were  doing,  we  would 
have  taken  a  different  tack. 
We  went  ahead  with  a 
straightforward  approach." 

The  coal  was  low  sulfur 
"compliance"  coal  which 
would  meet  the  Environmen- 
tal Protection  Agency  utility 
burning  standards.  Alabama 
Power  Co.,  a  subsidiary  of 
Southern  Co.,  jumped  to  lock 
up  a  supply  of  this  coal  right  in 
its  own  state.  Alabama  signed 
two  contracts  in  1973  and 
1974  for  14  and  21  years,  for  a 
total  of  3.25  million  tons  annu- 
ally from  Jim  Walter's  new 
mines  Blue  Creek  No.  3  and 
No.  4.  The  contract  price 
ranged  upward  from  $14  a  ton 
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XEROX 

ANNOUNCES  A 
BREAKTHROUGH 
OFTRUIY  MINOR 

PROPORTIONS. 


Introducing  the  Xerox  2300. 
It's  the  smallest  new  Xerox  copier  you 
can  get. 
But: 

It's  faster  than  some  bigger  copiers.  You  get 
your  first  copy  in  just  six  seconds. 

It's  more  versatile  than  some  bigger  copiers. 
You  can  copy  from  bound  volumes— or  on  mail- 
ing labels,  transparencies  and  different  size  paper 
without  changing  the  paper  tray.  Everything 
from  SVi"  x  8V2"  billing  statements  to  8!/2"  x  14" 
legal  documents. 

It's  backed  by  the  largest  service  organiza- 
tion in  the  business.  And  it  carries  the  smallest 
price  tag  of  any  new  Xerox  copier. 

The  Xerox  2300. 

It's  very  big  for  its  size. 

XEROX 

xerox*  and  2300  arc  trademarks  of  xerox  corporation.  Available  in  major  U.S.  cities  late  1979. 


before  added  cost  escalators. 

In  1975  a  consortium  of  six  Japanese 
steel  producers  and  their  banker  signed 
contracts  for  3  million  tons  annually 
from  new  mines  No.  5  and  No.  7  at  what 
seemed  an  excellent  price:  $5  over  the 
going  market  rate  that  year. 

But  U.S.  Pipe  people  who  had  been 
operating  old  mines  close  to  the  surface 
had  little  experience  in  these  1,500-to- 
2,200-foot  mines,  the  deepest  coal  mines 
in  the  country.  The  long  coal  miners' 
strikes  pushed  schedules  back.  Construc- 
tion costs  soared.  The  new  mining  laws 
lowered  worker  productivity. 

The  final  blow  fell  when  a  fault  in 
mine  No.  3  mixed  a  seam  of  compliance 
coal  with  noncompliance  coal  unsuitable 
for  Alabama  Power.  It  would  be  neces- 
sary to  swap  output  from  one  of  the 
mines  the  Japanese  had  under  contract 
for  that  of  mine  No.  3.  That  meant  all  the 
coal  contracts  would  have  to  be 
renegotiated. 

Problems  multiplied.  Because 
of  the  depths,  the  more  costly 
European  longwall  mining  tech- 
nique would  have  to  be  used  in 
combination  with  the  more 
common  American  continuous 
mining  method.  In  longwall 
mining,  the  tunnel  roof  col- 
lapses behind  the  shearing  ma- 
chines, which  throw  the  coal 
onto  a  conveyer  belt  in  a  side 
shaft.  In  continuous  mining,  the 
tunnel  roof  remains  propped  up 
by  pillars. 

"Step  one  was  to  hire  good 
people,"  Walter  says.  "I'm  no 
coal  expert."  The  key  man  was 
William  Carr,  a  Chicago  coal 
consultant,  who  now  is  presi- 
dent of  Jim  Walter  Corp.'s  min- 
ing division.  Carr  was  one  of  the 
few  longwall  mining  experts  in 
the  U.S.  British-born,  he  had 
been  a  member  of  the  British 
National  Coal  Board.  Carr  hired 
a  handful  of  British  managers 
also  picked  up  Gene  D.  Shockey  from 
Consolidation  Coal,  another  executive 
knowledgeable  in  longwall  mining. 

The  renegotiations  with  Alabama 
Power  were  fairly  amiable,  but  slow.  To 
protect  itself  Alabama  Power  filed  a  suit 
against  Jim  Walter  in  1977  for  $600  mil- 
lion, charging  Walter  with  nonperfor- 
mance of  contract. 

"The  key  was  they  still  wanted  our 
coal  and  we  still  wanted  to  sell  it  to 
them,"  says  Walter.  "So  there  was  some 
give  on  both  sides  and  a  happy  ending. 
Once  I  could  set  down  and  talk  man-to- 
man with  the  head  of  the  company  with- 
out 18  lawyers  in  the  room,  we  worked  it 
all  out." 

Shortly  after  the  filing,  Walter  and  Ala- 
bama Power  President  Joseph  M.  Farley 
sat  down  man-to-man.  In  December 
1978  a  new  contract  started  with  deliv- 


ery of  1  million  tons  in  1979  and  scaling 
up  to  2.7  million  tons  by  1983,  at  a  price 
of  $36  per  ton  plus  escalators  for  costs. 
There  were  no  money  penalties,  but  Jim 
Walter  had  to  agree  to  put  another  $37 
million. into  capital  spending  to  prepare 
and  to  deliver  the  coal  to  the  utility's 
new  plant.  This  price  is  less  than-  the 
utility  currently  pays  for  similar  coal. 
Walter  also  agreed  to  swap  the  noncom- 
pliance coal  from  mine  No.  3  for  the 
output  from  mine  No.  7  committed  to 
the  Japanese. 

Next  a  team  had  to  go  to  Japan  and  get 
the  Japanese  to  agree  to  the  mine  shift. 
Weeks  went  by.  The  turning  point  came 
when  the  company  sent  over  some  nego- 
tiators' wives.  The  Japanese  interpreted 
this  as  a  sign  the  Americans  would  stick 
it  out,  Walter  says.  The  Japanese  finally 
agreed  to  the  swap,  but  getting  a  price 
cut  of  about  $4.50  per  ton,  to  $55  for  3 


Jim  Walter  Corp.  mines  in  Alabama 

Deepest  in  the  country  and,  so  far,  profit-resistant. 

Walter    million  tons  annually  by  the  mid-1980s. 
That  hurt  but  there  was  no  way  out. 

It's  surprising  in  a  way  that  a  man  as 
shrewd  and  careful  as  Jim  Walter  should 
have  fallen  into  the  ancient  trap  of  think- 
ing that  the  grass — read  coal — was 
greener  on  the  other  side.  He  spent  his 
life  staying  with  a  business  he  knows, 
building  products.  Then  he  stumbled  get- 
ting into  a  business  he  didn't  understand. 
But  don't  underestimate  Jim  Walter. 
While  his  coal  enterprise  is  a  long  way 
from  the  kind  of  profitability  he  once 
envisaged,  so  are  the  coal  investments  of 
a  good  many  other  smart  companies.  Say 
this  for  him:  He  seems  to  have  stopped 
the  bleeding.  "Most  of  the  big  money  in 
coal  has  been  spent,"  he  says.  "After 
next  fiscal  year  capital  requirements  in 
coal  are  going  way  down." 

Yet  the  pain  lingers.  Two  months  ago 
a  miner  died  when  a  side  wall  collapsed. 


Methane  gas  also  has  been  a  problem  in 
parts  of  the  mine  and  could  be  again.  The 
capital  requirements  this  year  and  next 
are  still  formidable:  $145  million  over 
the  next  two  years.  Walter  can  handle  it. 
The  company's  cash  flow  this  year  will 
be  at  least  $120  million  and,  barring  a 
severe  recession,  will  be  at  least  that 
high  next  year.  However,  current  capital 
spending  will  bring  the  company's  total 
investment  in  coal  to  $400  million. 
That's  about  one-third  of  Jim  Walter's 
total  capital  and  it  isn't  earning  a  dime. 
Little  wonder  the  company's  return  on 
equity  has  dropped  so  far  below  tradi- 
tional levels. 

Currently  1,400  workers  are  employed 
against  a  peak  of  4,000  anticipated  in  the 
mid-1980s.  At  peak  production  in  1986 
Jim  Walter  hopes  to  be  mining  roughly  8 
million  tons  of  coal  annually  vs  1.8  mil- 
lion this  fiscal  year.  Of  this  total,  5.7 
million  will  be  sold  under  con- 
tract, 3  million  to  Alabama 
Power  and  2.7  million  to  the 
Japanese.  At  $36  a  ton  and  $55  a 
ton,  that  will  contribute  rev- 
enues of  $256  million,  plus  cost 
escalation. 

Jim  Walter,  however,  isn't 
talking  pie  in  the  sky  this  time 
around.  "Now  the  return  we  get 
will  depend  a  lot  on  what  we  do 
with  those  remaining  2.3  mil- 
lion tons,"  warns  Walter.  "The 
last  thing  I  want  is  a  long-term 
contract  for  them  now.  I've  seen 
that  horror  movie  and  I  don't 
want  any  more  of  it.  We're 
gonna  get  some  cost  figures.  We: 
don't  know  how  the  energy 
thing  will  affect  prices  of  coal 
three  or  four  years  out."  The 
way  things  look  now,  OPEC's 
irrational  greed  may  make  that 
big  chunk  of  uncommitted  coal 
valuable  indeed.  But  having 
been  through  what  he  has  been 
through,  Jim  Walter  isn't  count- 
ing those  particular  chickens.  Not  yet. 

Wall  Street  remains  cautious  toward 
the  company,  believing  building  materi- 
als are  headed  downward.  But  if  housing 
starts  don't  fall  below  1.6  million,  Walter 
looks  for  a  tenth  year  of  record  earnings. 
He  agrees,  though,  "There's  no  cushion 
against  a  deep  recession,  like  if  housing 
starts  fall  to  1.1  million." 

He  allows  himself  a  bit  of  optimism, 
though.  "We've  had  no  trouble  financing; 
coal  and  the  reason  is,  the  rest  of  our 
company  has  done  so  well.  Our  ratios  are 
never  impaired.  I'm  pleased  now  and,  in 
a  year,  when  the  coal  problem  is  over, 
I'm  going  to  be  overjoyed.  There  aren't 
many  companies  that  could  have  ab- 
sorbed those  losses  and  still  have  dang 
good  increases."  True,  but  had  this  nor- 
mally cagey  man  gone  into  coal  with 
more  foresight,  he'd  have  fewer  head- 


aches and  more  profits  today. 
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If  you  think  this  looks  like  our  country  knows  how  to  treat 
business  travelers,  you  ought  to  see  our  country  s  airline. 


Let  Philippine  Airlines  get  your  Orient  business 
trip  off  to  a  great  start! 

To  begin  with,  we'll  fly  you  to  Manila.  Where  the 
pace  is  relaxed,  the  people  warm  and 
gracious,  the  hotels  luxurious  and 
new,  the  night  life  and  restaurants 
world-class,  and  the  language 
is  English. 

From  Manila,  we'll  help 
you  get  down  to  business  in  all 
the  nearby  Orient  in  short  order 
(Hong  Kong  —  90  minutes, 


AMSTERDAM 
i FRANKFURT 

ROMf 


DHAHRAN. 

JEDDAH*" 

BANGKOK . 
KUALA  LUMPUR  »  fa 
SINGAPORE  / 
JAKARTA 


Singapore  —  3  hours,  Bangkok  —  2Vi  hours). 

And  every  mile  of  the  way,  world-famous  Philippine 
Airlines  service  flies  with  you.  You'll  get  a  choice  of 

continental  cuisine  and  a  choice  of 
convenient  daily  departures  —  from 
San  Francisco  and  Honolulu. 

So  next  time  you're  headed  across 
the  Pacific  on  business,  remember: 
The  Orient  begins  in  the 
Philippines. 

And  the  Philippines  begins 
on  Philippine  Airlines. 


h  )KYO 

'  ^•'HONOLULU 


SAN  FRANCISCO 


MANILA 


•PORT  MORESBY 


>  SYDNEY 
MELBOURNE 


®  Philippine  Airlines 

Welcome  aboard  the  Philippines. 


WHY  IS  THIS  I 

Because  he  owns  a  Volvo.  And  in  an  age  when  many  people  are  fed 
up  with  the  quality  of  new  cars,  9  out  of  10  new  Volvo  owners  are  happy. 


IAN  SMILING? 

Why  buy  a  car  you'll  have  to  grin  and  bear?  When  you  can  buy  a  Car 
lat  will  give  you  something  to  smile  about?  a/oia/o 

J  A  car  you  can  believe  in. 


%  ■ 
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(>M's  1980  X-Cars  inc  lude  Chevrolet  Citation  (above), Oldsmobile  Omega,  Buick  Skylark  and  Pontiac  Phoenix 


#  Allstate 
lowers  insurance  rates  for 
new  GM  X^Cars. 

Designed  with  repairability  in  mind, 
Allstate  believes  they  will  cost  less  to  fix  and  less  to  insure. 

Unmentioned  in  the  outpouring 
of  publicity  that  has  greeted  GM's 
new,  small,  front-wheel  drive  X-Cars 
is  a  plus  that  promises  far-reaching 
benefits. 

True,  these  new  models  have 
been  designed  smaller  and  lighter 
in  weight,  primarily  to  save  gasoline. 
But  the  X-Cars  are  different  in 
another  way.  They  contain  features 
that  were  specifically  incorporated 
into  the  design  to  make  them  easier 
and  cheaper  to  repair. 

Pricing  breakthrough  based  on 
repairability  of  new  designs. 

In  the  X-Cars,  body  damage  is 
easier  to  get  at  and  far  less  costly  to 
fix.  Inevitably,  less  costly  repairs 
mean  that  the  insurance  to  pay  for 
them  can  also  cost  less. 

Since  claims  on  the  X-Cars 
should  cost  less  than  on  cars 
without  these  design  features, 
Allstate  has  reduced  Collision 
and  Comprehensive  rates  on  this 
new  GM  series,  under  Allstate's 
Make  and  Model  Experience 
Hating  Program.* 

Premiums  for  Allstate 
policyholders  who  purchase  the 
1980  X-Cars  (Chevrolet  Citation, 
Oldsmobile  Omega,  Buick  Skylark 
and  Pontiac  Phoenix)  are  now 
reduced  approximately  15  percent 
for  Collision  coverages  and 
approximately  35  percent  for 
Comprehensive  coverages. 

Rating  by  Make  and  Model. 

This  is  the  latest  example 
of  Allstate's  "Make  and  Model 
Rating,"  based  on  total  claims  costs, 
which  include  factoring  every  car's 
damageability,  together  with  its 
repair  cost  and  theft  prevention 
features,  into  its  insurance  premium. 

Under  this  program,  results 
are  reviewed  periodically  for 
rate  determination.  We  believe, 
as  experience  develops,  it  will 


support  our  judgment  and 
permit  continuation  of  these 
rate  reductions. 

In  the  past,  Allstate  has 
made  similar  price  cuts  when 
manufacturers  have  considered  the 
overall  costs  of  car  ownership — 
particularly  insurance  costs — in 
planning  car  design.  For  example, 
we  have  pioneered  reduced  rates  for 
cars  equipped  with  air  bags  and 
damage-resistent  bumpers. 


'Allstate's  Make  and  Model  Experience 
Rating  Program  is  in  effect  in  every  state 
except  Kans  .  Mass  .  Okla  .  N.J..  N.C..  S.C  . 
and  Texas.  The  X-Car  rate  is  in  effect  or  is 
filed  in  all  remaining  states 


Tech-Cor  shared  its 
accumulation  of  research  on  auto 
damage  and  repairability  with  the 
auto  makers,  including  the  General 
Motors  designers  working  on  the 
X-Car. 

Tech-Cor  personnel,  along  with 
key  members  of  the  Automotive 
Service  Council  and  members  of 
the  Equipment  and  Tool  Institute, 
worked  with  General  Motors  on 
repairability  features  for  over  a  year. 

Our  goal,  and  theirs,  was  to 
incorporate  new  features  which 
would  ultimately  make  the  car 
cheaper  to  own  by  making  it 
cheaper  to  repair. 

Interindustry  alliance 
pays  off  tor  consumer. 

Allstate  is  not  in  the  auto 
repair  business.  Our  goal  is  to 
provide  insurance  at  an  affordable 
price.  Since  this  goal  is  greatly 
dependent  on  the  cost  of  repairing 
autos,  we  felt  that  the  consumer 
would  ultimately  benefit  by  our  two 
industries  working  together  and  by 
our  sharing  the  information  we  had 
developed. 

It  is  our  hope  that  the 
relationship  we  developed  with 
General  Motors  can  be  extended  to 
the  other  manufacturers  and  to 
include  design  for  occupant  safety. 
Ultimately,  our  working  together 
on  problems  like  this  will  mean 
financial  savings  to  drivers  we 
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Working  to  hold  your  insurance  costs  down. 

Allstate  Insurance  Companies.  Northbrook.  Ill 


Allstate's  crash  lab  works 
with  GM  engineers. 

Tech-Cor,  the  country's  leading 
auto  repair  research  center,  was 
founded  by  Allstate  in  1976.  The 
staff  at  Tech-Cor  is  making  a 
systematic  study  of  the  science  of 
auto  repair  in  an  effort  to  find  out 
how  to  lower  crash  repair  costs 
and  thus  make  insurance  more 
affordable. 


The  Kennedy  clan  is  still  making  smart  deals 
in  Chicago  real  estate. 

Old  Joe 
would  be  proud 


Thomas  J  Walsh  of  the  Kennedy  family's  Park  Agency  />u 

It's  always  useful  to  have  a  special  man  to  hold  on  to  the  money. 


Few  people  have  ever  made  sweet- 
er real  estate  deals  than  the  late 
Joseph  P.  Kennedy  when  in  194S 
he     bought     Chicago's  Merchandise 
|Vlart — then  the  world's  largest  commer- 
cial building — from  retailing  giant  Mar- 
shall Field.  The  sale  brought  snickers 
from  local  real  estate  men  who  saw  it  as 
pne  wily  old  fox  palming  a  white  ele- 
bhant  off  on  another.  Joe  Kennedy  had 
Ijhe  last  laugh.  In  a  brilliant  display  of 
linancial  gymnastics,  he  bought  the  Mart 
or  only  $13  million,  borrowing  $12.5 
million  on  a  mortgage.  His  cash  outlay: 
List  $1  million  for  broker  commissions 
nd  legal  expenses.  Four  years  later  he 
lefinanced  the  mortgage  for  $17  million. 
Ivt  that  point,  the  Founding  Father  had 
recovered  four  times  his  original  invest- 
ment and  was  still  the  equity  owner  of 
■he  Mart.  It's  been  the  anchor  of  the 
Kennedy  fortune  ever  since. 
I  Without  stepping  inside  the  Mart  until 
Hie  closing  day,  Kennedy  knew  somc- 
tiing  the  Field  family  didn't.  The  former 
mbassador  had  tapped  his  well-placed 


Washington  sources  to  make  sure  the 
government  would  be  vacating  its  Mart 
offices  when  the  low-rent  leases  expired. 
It  was  space — over  a  third  of  the  Mart's 
4.2  million  square  feet — the  Fields  were 
content  to  rent  unprofitably  at  under  $1  a 
square  foot.  Today  it  brings  $11. 

Opened  in  1930  at  a  cost  of  $32  mil- 
lion, the  19-story  Mart  had  never  been 
over  two-thirds  rented.  By  1945  it  was 
valued  at  only  $21  million.  The  Fields 
wanted  to  sell  to  clean  up  their  balance 
sheet.  Kennedy  was  eager  to  buy  the 
imposing  gray  limestone  edifice  and  to 
restore  it  as  the  nation's  central  home 
furnishings  marketplace.  He  wooed  a 
veteran  comptroller,  Wallace  Oilman, 
away  from  Field  to  manage  the  Mart, 
then  set  about  lining  up  prime  tenants. 

"He  [Kennedy]  liked  walking  through 
the  halls  and  shaking  hands  with  the 
tenants,"  recalls  Oilman,  who  managed 
the  Mart  from  1945  until  he  retired  in 
1973.  "The  Mart's  size  fascinated  him." 

The  Mart,  fully  rented  for  the  past  25 
years,  is  now  valued  at  $250  million  and 


yields  $25  million  revenues  yearly.  Park 
Agency  Inc.  of  New  York,  the  family 
company  that  runs  the  Kennedy  enter- 
prises, does  not  disclose  profits — the 
Kennedys  are  touchy  on  that.  But  pretax 
income  is  estimated  at  $15  million.  Each 
family  member  shares  equally  in  the 
profits.  Teddy's  annual  share  is  some  $2 
million — heavily  tax-sheltered,  of  course. 

The  long  waiting  list  for  Mart  space  led 
the  Kennedys  to  build  the  $70  million 
Chicago  Apparel  Center  next  door  two 
years  ago,  adding  1  million  square  feet  of 
showroom  space  for  women's  and  chil- 
dren's fashions.  The  Apparel  Center  al- 
ready has  revenues  of  $12  million. 

In  fact,  business  is  so  good  the  Kenne- 
dys are  at  it  again.  Plans  for  a  third  build- 
ing on  the  14-acre  site  along  the  Chicago 
River's  north  branch  should  be  an- 
nounced by  early  1980.  It  may  be  an 
international  trade  center  or  a  mixed-use 
facility,  says  Thomas  J.  Walsh,  Park 
Agency  executive  vice  president  and  the 
Kennedy  family's  tax  expert,  fortune 
guardian  and  paymaster.  "We  are  still 
shopping  and  listening,"  he  says. 

Son-in-law  Stephen  Smith  heads  the 
Park  Agency,  but  Walsh  has  methodical- 
ly planned  its  financial  moves  for  27 
years.  Like  a  shadowy  phantom  he  stays 
in  the  background,  the  self-styled  "num- 
bers man  of  the  operation."  He  looks  in 
on  the  Mart  at  least  ten  times  a  year. 

Walsh  fits  neither  an  "Ivy-bred"  nor  an 
"Irish  Mafia"  stereotype.  Bom  in  Brook- 
lyn, the  second  of  six  children  in  a  poor 
Irish  family,  Walsh  put  himself  through 
St.  Peter's  College  in  New  Jersey.  Walsh 
was  a  CPA.  at  Price  Waterhouse  when 
he  answered  a  "blind"  ad  in  The  New  York 
Times  for  a  tax  and  real  estate  accountant 
in  1952.  Awed  by  old  Joe  Kennedy,  who 
had  placed  the  ad,  the  young  Walsh  soon 
fell  into  an  easy  rapport.  "He  was  an  idea 
man.  The  chemistry  between  us 
worked,"  says  the  bald,  portly  Walsh. 
After  a  six-hour  interview,  broken  only 
by  Kennedy's  lunch  date  with  Cardinal 
Spellman,  Walsh  was  hired. 

Kennedy,  an  expert  at  giving  advice, 
started  to  take  some.  It  was  Walsh  who 
sheltered  the  Kennedys  in  oil  and  gas 
exploration  through  Mokeen  Oil  Co.  and 
Kenoil  Corp.  and  who  wangled  tax 
breaks  for  the  Mart.  The  fact  that  the 
Kennedys  were  good  friends  of  Chicago's 
late  Mayor  Richard  J.  Daley  undoubtedly 
helped.  "Joseph  Kennedy  and  Mayor  Da- 
ley had  a  healthy  working  relationship," 
Walsh  concedes  between  puffs  on  a  Marl- 
boro. The  Mart's  taxes  are  about  $3  mil- 
lion on  an  equalized  valuation  of  only 
$32  million.  By.  contrast,  the  110-story 
Sears  Tower,  only  500,000  square  feet 
bigger  than  the  Mart,  pays  $7.4  million 
on  an  $82  million  equalized  valuation. 

Under  the  new  administration  of  May- 
or Jane  Byrne,  a  Daley  prote'gc'  and  Ken- 
nedy loyalist,  there  is  no  reason  to  expect 
any  radical  change.  ■ 
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Today's  Bunker  Ramo  is 
helping  the  Swedish  railways 
make  its  curves  as  safe 
as  its  straightaways. 


If  all  the  signals,  speed  restriction  which  are  coded  to  allow  for  the  the  aerospace  and  aircraft 

boards  and  grade  markers  on  the  various  speed  controls.  industries,  a  strong  foothold  in 

Swedish  railways  were  suddenly  Today,  through  our  well-known  telecommunications,  and 

removed,  no  one  would  miss  them.  Amphenol  connectors,  Bunker  a  growing  role  in  fiber  optics. 

Because  a  new  on-board  computer  Ramo  has  a  leading  position  in  In  addition,  we  are  a  major 


system  is  now  capable  of  transmitting 
exactly  the  same  information. 

What's  more,  the  system  assures 
the  observance  of  speed  limits  in 
critical  situations.  And  that  means 
that  when  the  engineer  hits  a  curve 
that  calls  for  40  kilometers  an  hour, 
there's  no  way  he  can  do  even  41 . 

Critical  to  the  success  of  this 
system  are  some  very  special 
Amphenol"  connectors  designed  by 
Bunker  Ramo  engineers  in  England 
and  Scandinavia.  And  what  makes 
them  special  is  the  fact  that  each 
connector  plug  assembly  includes 
one  of  15  different  printed  circuits 


producer  of  the  data  terminals 
and  minicomputers  that  comprise 
the  information  systems  widely 
used  by  commercial  banks, 
thrift  institutions,  insurance 
companies  and  brokerage  houses. 

Most  important,  we  are  a  company 
with  a  reservoir  of  high  technology,  a 
solid  base  of  innovative  products, 
and  a  strong  management  team. 

Which  is  why  today's  Bunker 
Ramo  is  a  company  that's  on  the 
move.  For  our  latest  financial  reports, 
write  Bunker  Ramo  Corporation, 
Dept.  FR,  900  Commerce  Drive, 
Oak  Brook,  Illinois  60521. 


BUNKER 
RAMO 


How  a  former  New  York  consultant  turned  a 
$30,000  investment  into  control  of  a  $60 
million  company — and  the  trials  and  tribula- 
tions he  met  on  the  way. 


"Why  don't  you 
go  legit?" 


The  Up-And-Comers 


ON  HIS  SIXTY-THIRD  ATTEMPT,  Ted 
Schad  finally  got  his  own  com- 
pany in  the  summer  of  1971.  It 
didn't  look  like  much  at  the  time.  It  was 
just  a  $26  million  (sales)  marginal  vegeta- 
ble oil  producer  they  called  "the  old  mill" 
down  in  Opelousas,  La. — a  sleepy  farm 
town  of  21,000  in  the  hot,  humid  heart  of 
Cajun  country,  where  the  names  are 
French  and  motels  are  called  Evangeline 
after  Longfellow's  epic*  A  92-year-old 
curmudgeon  by  the  name  of  Jesse  P.  Bar- 
nett  owned  and  ran  the  place.  After  five 
months  of  haggling,  which  he  appeared 
to  enjoy,  Barnett  sold  the  company.  "He 
kept  saying,  'I'm  soft  in  the  head,'  " 
Schad  recalls.  "He  was  about  as  soft  as  a 
steel  bearing."  The  price  settled  on  was 
$2  million  cash,  two  calculators,  one  wall 
clock  and  an  employment  contract  for 
nine  more  years — provided  he  showed  up 
for  work.  (Barnett  overestimated  him- 
self. He  died  that  winter,  never  having 
set  foot  in  the  company  again.) 

Schad  was  then  a  44-year-old  native 
New  Yorker  working  as  a  management 
consultant  partner  for  the  Big  Eight  ac- 
counting firm  of  Peat,  Marwick,  Mitchell 
&  Co.  He  had  nowhere  near  $2  million  in 
cash.  It  was  all  he  could  do  to  come  up 
with  $30,000.  The  balance  came  from 
another  PMM  partner  since  deceased, 
the  Wall  Street  investment  banker  Op- 
penheimer  &  Co.,  and — the  lion's 
share — from  Fidelity  Mutual  Life  Insur- 
ance Co. 

It  was  a  long  shot — a  highly  overlever- 
aged  bid  for  a  marginal  little  company  in 
an  industry  growing  at  2%  a  year.  But 
Schad  persuaded  his  backers  he  could 
turn  the  company  around.  "It  was  going 

'The  poem  based  on  the  legend  of  French  Canadian 
Huguenots  forced  to  flee  Acculia  (hence  Cajun),  or  what 
is  now  Nora  Scotia  Its  memorable  opening  line:  'This  is 
tile  forest  primeral  The  murmuring  pines  and  tlx  Ijem 
locks 
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down  the  tubes  fast,"  Schad  says,  "but  I 
wasn't  shy  about  my  talents." 

Today,  after  much  hard  work,  some 
lucky  breaks  and  a  lot  of  fancy  footwork, 
Schad  has  translated  that  $30,000  into 
100%  ownership  of  a  $60  million  (sales) 
company  called  Lou-Ana  Foods  which, 
with  a  well-positioned  line  of  vegetable 
oils,  is  nearly  three  times  as  profitable  as 
the  rest  of  the  food  industry.  (Lou-Ana's 
return  on  equity  has  topped  40%  every 
year  since  1975,  with  a  low  0.28  debt/ 


President  Ted  Schad  of  Lou-Ana  Foods 
"It  looked  like  hell." 

equity  ratio.)  Meanwhile,  the  appraised 
value  of  Lou-Ana's  assets  has  risen  from 
$2  million  to  $13  million. 

Lou-Ana  executives  have  been  recruit- 
ed from  the  top  firms  in  the  food  indus- 
try: Schad's  senior  vice  president  for  fi- 
nance and  administration  used  to  be  as- 
sistant comptroller  of  the  Post  division 
of  General  Foods;  his  production  head 
came  from  Procter  &  Gamble;  his  tech- 
nical services  boss  is  another  P&G  man; 
his  director  of  engineering  "Came  from 
Norton  Simon's  Hunt-Wesson  division,- 
the  manager  of  bulk  sales  from  Swift;  the 
corporate  development  manager  from 
Rockwell  International;  and  Schad's  cru- 
cial commodity  trader  was  just  hired 
from  Lever  Bros.,  replacing  a  predecessor 
lured  away  by  PepsiCo's  Frito-Lay. 

The  board  is  equally  professional.  It 
includes  William  Karnes,  former  chief 
executive  of  Beatrice  Foods;  Howard 


Phillips,  corporate  development  head  of 
Oppenheimer  and  formerly  Norton  Si- 
mon's acquisitions  man;  and  Sanford 
Kaplan,  formerly  chief  administrative  of- 
ficer at  Xerox.  ("Sandy  calls  this  place 
'Dogpatch,'  "  says  Schad,  a  wry  smile  on 
his  sunburned  face.  "Before  he  came  to 
our  first  board  meeting,  he  asked  what 
currency  we  used  down  here!") 

Schad  first  learned  about  Lou-Ana 
while  doing  consulting  work  for  Walter 
Mcllhenny  in  the  antebellum  splendor  of 
nearby  Mcllhenny  &  Co.,  maker  of  Ta- 
basco sauce.  "Walter  is  a  former  Marine 
Corps  general  and  speaks  his  piece  with 
alacrity,"  says  Schad.  "One  day  he  asked 
me  why  I  didn't  go  legit.  'You're  sup- 
posed to  be  a  business  adviser,'  he  said. 
'Why  don't  you  do  it  for  yourself?  You're 
young  enough.'  I  told  him  I'd  been  look- 
ing but  hadn't  found  anything.  So,  lo  and 
behold,  Walter  calls  me  one  day  in  New 
York  and  says  a  finder  had  brought  him  a 
company  and  why  didn't  I  take  a  look?" 

Schad  investigated  but  recommended 
Mcllhenny  buy  it.  "I  told  him  it  looked 
like  hell,"  says  Schad,  "but  it  had  an 
excellent  product,  was  close  by  ana 
would  lessen  his  dependence  on  Tabasco 
sauce.  Walter  just  said,  'No.  Put  a  deal 
together  and  go  to  it.'  " 

So  Schad  did  just  that.  By  that  time, 
after  62  previous  false  starts  (he  swearS 
that's  the  real  number)  he  knew  precisely 
what  he  wanted:  a  low-technology  com 
pany  in  a  basic  industry,  preferably  food 
"Going  in  as  thin  as  I  was,  I  wanted  ta 
avoid  large  research  spending,"  he  saysj 
leaning  heavily  on  an  aluminum  cane  (he 
recently  fractured  his  ankle  getting  intc 
the  bathtub).  "Besides  I'm  not  a  Hewlett 
or  a  Packard.  My  expertise  is  in  manage 
ment  and  marketing.  And  I'd  worked  ai 
Sunkist  and  Van  Camp  Seafood — the 
Chicken  of  the  Sea  people — and  done 
consulting  work  in  the  food  industry." 

He  also  wanted  a  company  with  ar 
excellent  product  but  poor  marketing 
and  plenty  of  opportunities  for  cost-cut 
ting.  "This  place  looked  like  those  pic 
tures  of  the  Jack  Daniels  distillery,  you 
know?  Old,  but  well-maintained  equip 
ment  and  an  extraordinarily  stable  wori 
force.  If  you'd  been  here  less  than  2C 
years  you  were  a  boy." 

He  wanted  a  strategic  location  for  rav 
materials.  "We're  between  the  ports  oi 
New  Orleans  and  Houston,"  he  says 
"Three  railroads  cross  the  property,  ant 
there's  an  interstate  nearby."  And  h 
wanted  a  company  in  a  small  town 
where  "socioeconomic  upheavals"  wen 
less  likely  to  occur. 

Lou-Ana  fit  all  those  criteria.  Plus,  i 
was  in  the  South — and  Schad,  a  proui 
alumnus  of  Virginia  Military  Institute  (h 
also  has  two  business  and  economics  de 
grees  from  Illinois  Institute  of  Technolc 
gy),  has  Dixie  in  his  heart,  if  not  actuall 
in  his  blood. 

But  even  the  confident  Schad  receiver 
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HOW  TO  GET 
A  FEDERAL  EXPRESS 
COURIER  PAK  TO 
MOVE  REALLY  FAST. 


Recently,  an  Emery  Express 
driver  picked  up  a  package. 

It  was,  oddly  enough,  a  Federal 
Express  Courier  Pak. 

With  an  Emery  Express  sticker. 

Not  so  strange,  however,  when 
you  consider  that  while  Federal 
promises  overnight  delivery,  they 


don't  tell  you  what  time  next  day 
they'll  be  there.  We  do. 

We  deliver  by  1 1  a.m.  or  earlier. 

And  we  also  save  you  money. 
For  5  out  of  6  times,  Emery  is  less 
than  Federal.  And  we're  never  more. 

So  if  you  have  a  package  that 
absolutely,  positively  has  to  be  there 


overnight,  call  and  ask  for  the  people 
more  and  more  Federal  Express 
customers  are  asking  for. 
Emery  Express. 

EMERU 

Express 

The  small  package  service  that  delivers  before  the  11th  hour. 


M».  Su*  J.  Bonny 
1800  Wilton  »o»J 
Cannondalo,  ct. 

Rots  Enterprises 
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a  series  of  swift  shocks,  both  cultural  and 
commercial,  from  which  he  is  still  recu- 
perating. "This  company  had  been 
dressed  up  just  to  keep  things  going,"  he 
says.  "I  found  that  some  of  the  machines 
had  to  be  kicked  several  times  a  year  by 
an  old  millwright  just  to  keep  them  go- 
ing. Really.  'Mr.  Schad,'  he'd  say,  'it's 
shortly  going  to  go.'  "  Each  day  brought 
fresh  nightmares.  Once,  slapping  his  arm 
impatiently  against  a  partition  he  want- 
ed removed,  Schad  was  horrified  to  see  it 
come  crashing  down.  Termites.  On  an- 
other occasion  he  kicked  a  machine  de- 
signed to  operate  at  shoulder  height  and 
it  fell  to  the  floor.  Rust. 

When  Schad  probed  into  such  myster- 
ies he  found  he  was  treated  like  any 
other  damnyankee  carpetbagger.  There 
was  the  plant  engineer.  "When  I  first  got 
here  he  was  covered  from  head  to  toe 
with  grease  and  I'd  come  up  to  him 
dressed  like  I  was  fresh  off  Park  Avenue 
and  ask  him  a  question.  He'd  say,  'I  don't 
know.'  Another  question.  'I  don't  know.' 
Well,  I  had  sense  enough  to  realize  that 
somehow  he'd  kept  all  this  old  stuff  run- 
ning. It  turns  out  he's  a  genius  with  ma- 
chinery, a  natural  engineer.  But  he's  a 
shy  man  and  he  only  went  through  the 
third  or  fourth  grade.  I  was  a  very  educat- 
ed man,  in  his  eyes.  Today  when  I  ask 
him  a  question  I  get  a  sensible  answer. 
But  it  took  a  while  to  get  his  respect." 

Schad  had  to  change  his  approach  in 
other  ways  too.  "It  became  apparent  that 
if  anybody  was  going  to  make  an  adjust- 
ment it  was  going  to  be  me,"  he  says.  "I 
couldn't  go  out  there  and  say  to  everyone 
who  didn't  rush  around  like  I  wanted 
them  to:  'You're  gone.'  I  would  have 
been  standing  there  naked  and  alone. 
Besides,  rushing  is  not  necessarily  a  mea- 
sure of  hard  work  in  Louisiana." 

A  total  lack  of  modem  financial  con- 
trols was  equally  unsettling,  though  ex- 
pected. The  books  weren't  even  kept  in 
double-entry  accounting,  but  on  a  cash 
basis.  "I  ran  this  company  for  five 
months  on  a  daily  inventory  sheet  before 
I  got  my  first  financial  statement,"  says 
Schad.  "That  was  spooky."  As  Schad  and 
his  growing  executive  staff  installed  ba- 
sic accounting  systems  for  the  first  time, 
cost-cutting  opportunities  became  obvi- 
ous: "Once  you  start  keeping  exact  rec- 
ords you  begin  to  question:  Why  this? 
Can  we  standardize  here?  Can  we  buy  in 
more  economical  quantities?" 

Most  of  the  problems  were  appallingly 
basic  "We  had  a  problem  with  pilfer- 
age," Schad  recalls.  "I  would  say  the  first 
year  we  took  $700,000  out  of  costs  by 
simply  making  people  sign  out  for  things 
and  locking  things  up.  Everybody  had 
been  a  purchasing  agent,  too.  If  you  need- 
ed something  you  just  went  into  town 
and  got  it  and  signed  the  company  name. 
You  had  20  or  30  guys  doing  that,  and  we 
were  getting  different  prices  depending 
on  who  went  to  the  store.  It  was  a  mess. 


Anybody  could  drive  up  to  our  gas  pump 
in  the  front  and  it  was  never  locked."  (It 
is  very  carefully  locked  these  days.) 

Now  Schad  began  shutting  down  mar- 
ginal businesses  (sometimes  under  board 
pressure)  and  laying  off  workers — not  an 
easy  task  in  a  small  rural  town  with  little 
alternative  employment  opportunities. 
Often  he  put  surplus  labor  to  work  polic- 
ing long-neglected  grounds.  (Schad 
points  with  his  cane  across  the  railroad 
tracks,  as  blasts  from  locomotive  air 
horns  occasionally  drown  out  his  voice. 
"Over  there  .  .  .  used  to  look  like  Kwaja- 
lein  20  years  later  .  .  .  weeds  20  feet 
high  ...  100  tons  of  old  scrap  metal  ly- 
ing about.  .  .  .") 

All  the  while  he  poured  the  savings 
and  the  profits  back  into  new  equipment 
and  new  staff.  From  1976  till  now  he  has 
pumped  close  to  $7  million  into  the 
stripped-down  factory — a  continuous 
acidulation  system,  a  continuous  bleach- 
ing system,  a  quality-control  laboratory, 
new  railroad  spurs  and  a  car- washing  sys- 
tem. He  also  strengthened  the  Lou-Ana 
sales  and  executive  staff. 


"Some  of  the  machines  had  to 
be  kicked  several  times  a  year 
by  an  old  millwright  just  to 
keep  them  going.  Really.  'Mr. 
Schad,'  he'd  say,  'it's  shortly 
going  to  go.'  " 


In  1974  opportunity  knocked — but  in 
the  guise  of  bad  news.  First  there  were 
the  Nixon  price  controls.  "Boy,  we  took 
a  bath  then,"  Schad  recalls.  Not  long 
afterward  his  former  partner  died  and 
Schad  jumped  at  the  chance  to  buy  out 
his  estate  at  cost,  even  though  it  meant 
borrowing  to  the  hilt,  and  just  when  prof- 
its were  being  squeezed. 

Now  Schad  had  more  than  51%,  and 
effective  total  control.  Oppenheimer  and 
Fidelity  had  been  holding  warrants  all 
this  time,  in  hopes  of  taking  Lou-Ana 
public  at  great  profit.  But  the  new-issue 
market  in  1975  was  as  dead  as  Dracula 
with  a  stake  through  his  heart.  So  Schad 
off  ered  to  buy  them  out,  and  they  accept- 
ed. "It  wasn't  cheap,"  he  concedes.  "Fi- 
delity paid  a  dime  for  each  of  their  war- 
rants and  I  think  they  got  back  more 
than  $4." 

But  how  could  he  afford  that? 

"Fortuitously,"  he  says,  a  twinkle  in  his 
eye,  "we  came  blasting  out  of  that  reces- 
sion like  a  bat  out  of  hell.  We  started  to 
make  some  money  in  1974  and  I  could 
tell  we  could  take  care  of  the  warrants 
repurchase  out  of  current  earnings.  Then 
in  1975  we  just  shifted  gears — ROOM! 
ZOOM!"  He  jabs  his  right  hand  forward 
as  if  stickshifting  a  stripped-down  Fire- 
bird. "I  think  we  did  as  well  in  1975  as 
the  old  man  had  done  in  all  five  of  his 
best  years  combined." 


That  profitability  hasn't  faltered  since. 

Lou-Ana  prospers  despite  competitior 
from  giants  like  P&G,  Norton  Simon, 
CPC  International,  Archer-Daniels-Mid« 
land,  Cargill  and  perhaps  1 5  smaller  inde- 
pendents. In  part  it  does  so  by  specialize 
ing  in  lower-volume,  nonsoybean  oils 
(soybean  oil  has  65%  of  the  U.S.  vegetal 
ble  oil  market)  like  peanut  oil,  cotton< 
seed  oil  and  palm  oil,  which  are  often 
interchangeable  in  products  like  cookiesi 
Schad  says  he  also  offers  fast  service 
equivalent  quality  and  a  just  slightly  low- 
er  price.  He  has  lower  wages,  a  superb 
location  for  transportation  and,  o: 
course,  no  heating  bills.  As  for  econo 
mies  of  scale,  important  in  this  big  in 
dustry,  he's  now  bringing  on  stream  . 
vegetable  oil  refinery  that  will  ranl< 
among  the  10  largest  of  the  90  in  the 
industry. 

But  there  are  limits  to  what  you  car 
accomplish  in  an  industry  growing  at  2% 
a  year,  as  Schad  readily  concedes.  "It'; 
going  to  get  more  difficult  from  here  or 
in,"  he  says.  "I  would  like  to  think  tha 
by  the  year  2000  we  will  be  a  billior 
dollar  corporation,  and  we're  not  going  tc 
get  there  just  in  vegetable  oil.  We  have 
some  very  interesting  decisions  tc 
make — whether  we  want  to  pick  some 
thing  up  on  the  outside  that  would  be  s 
captive  customer  if  we  owned  it." 

"If  we  become  the  multicompany 
dream  about,"  he  goes  on,  "I  would  lik« 
each  company  staffed  as  if  it  were 
separate  company.  If  men  can  come  hen 
and  realize  they  can  become  a  chief  ex 
ecutive  of  a  company  and  build  an  estat» 
based  on  what  they  can  do  for  that  enti 
ty,  then  I  will  have  conferred  some  of  tht 
entrepreneurial  flavor  on  them."  (Insteac 
of  stock  options,  Schad  offers  "stock  ap 
preciation  rights" — or  phantom  stock.) 

All  his  adult  life  Ted  Schad  told  hi 
wife  Karma  what  he  really  wanted  was  t« 
become  a  millionaire.  He  told  her  that  a 
the  age  of  36,  after  a  previous  busines 
venture  collapsed  and  they  had  $50  h 
the  bank  and  37  cents  left  to  buy  ice 
cream  cones  for  a  treat  at  week's  end 
She  put  the  37  cents  away  in  a  mason  ja 
for  that  new  company  he'd  have  some 
day.  He  remembers  how  she  reacted  sev 
eral  years  ago  when  he  proudly  told  he 
he  was  a  millionaire.  "She  asked  m< 
what  I  wanted  for  dinner,"  he  says. 

Today  Ted  Schad  has  an  elegant  nev 
home-in  Opelousas,  a  shiny  blue  air-con 
ditioned  Lincoln  Continental  and  a  gen 
of  a  company  at  his  fingertips.  But  on' 
year  ago  his  wife  Karma  died  and  Te« 
Schad  doesn't  think  much  about  being  . 
millionaire  anymore.  He  talks  insteai 
about  Karma.  "I  have  a  goal,"  he  says.  " 
want  to  make  enough  money  so  that  1 
all  it  took  was  another  $20  million  or  $3i 
million  to  stamp  out  cancer  I  could  giv 
it  to  them.  I  think  I  would  be  successful  i 
I  could  do  something  like  that." 

— Geoffrey  SinitJ 
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-  Eastman  Kodak  Company,  1978 


"Call  the  chief  Tommy!  1  think  Yve  found  our  copying  bottleneck.r 


The  meeting's  about  to  start . . .  and  the 
copies  aren't  ready  yet.  We've  got  a  fast  cure:  A 
Kodak  copier  that  turns  out  4200  fine-looking 
copies  an  hour— that's  70  a  minute!  Already  col- 
lated, if  you  like.  And  stapled,  too,  automatically, 
at  the  push  of  a  button. 

People  are  telling  us  it's  the  best  quality 
in  the  business.  A  few  of  these  machines  in  your 
offices  can  end  a  lot  of  bottlenecks.  And  the  ser- 
vice is  Kodak  auality  also.  We'd  like  to  demonstrate. 

Write:  A.  Angert.  Eastman  Kodak  Company, 
CD9390,  Rochester.  NY  14650. 


Kodak  copiers  can  unplug  your  bottlenecks. 


Kodak  Ektaprint  150  copier-duplicator 


Rockwell  is  more  than 
the  builder  of 
million-mile  axles. 

Much  more. 


Over  100  lbs. 
3   lighter  than 

competitive  axles 
in  its  class. 


You  may  have  heard  Rockwell 
International  referred  to  as  "the  com- 
pany that  makes  heavy-duty  truck 
components."  Our  SQHP  tandem 
truck  axle  is  a  prime  example  of  our 
automotive  capabilities;  it's  designed 
to  go  over  a  million  miles  in  line-haul 
service,  and  half  a  million  miles  with-, 
out  a  major  overhaul.  We  can  pro- 
duce products  like  this  because  we 
operate  the  country's  largest  inde- 
pendent automotive  components 
research  facility. 

Providing  components  for  the 
land  transportation  industry,  how- 

1978  operating  income 


1978  total  sales 


ever,  is  only  one  of  Rockwell's  busi- 
nesses. Rockwell  International  is  a 
major  multi-industry  company,  apply- 
ing advanced  technology  to  a  wide 
range  of  products  —  in  automotive, 
aerospace,  electronics  and  general 


industries.  Following  are  some  exam- 
ples of  our  balanced  diversification. 

Automotive. 

(Sales,  fiscal  1978:  $1.5  billion.) 

One-half  of  the  highway  tan- 
dem tractors  in  North  America  are 
equipped  with  Rockwell  axles  —  and 
more  than  half  of  the  heavy-duty 
trucks  stop  with  Rockwell  brakes. 
We're  also  a  major  supplier  of  drive- 
lines,  steel  and  styled  aluminum 
wheels,  mechanical  devices,  castings, 
stainless  steel  wheel  covers,  reinforced 
plastic  and  other  components  for 
trucks,  trailers, 
buses,  vans  and 
passenger  cars. 


Aerospace. 

(Sales,  fiscal  1978:  $1.4  billion.) 


We're  prime 
contractor  to  NASA 
for  its  Space  Shut- 
tle orbiters  and 
their  main 
engines,  and 
for 


integrating  the  entire  Space  Shuttle 
system  including  selected  payloads. 


The  Shuttle  orbiter's 

cavernous  cargo  bay 
measures  60 feet 
long  by  15 feet 


We  also  build  rocket  engines  for  other 
applications,  and  satellites  such  as 
Navstar.  We  manufacture  Sabreliner® 
business  jets,  Commander-  690B 
propjets,  and  Commander  piston- 
powered  aircraft  for  general  aviation. 
And  we  have  a  long,  proud  history  as 
a  designer  and  builder  of  U.S. 
military  aircraft. 

The  Rockwell-built  NASA 
Space  Shuttle  orbiter  is  the  backbone 
of  the  world's  first  reusable  space 
transportation  system.  Our  Space 
Systems  Group  and  Rocketdyne  Divi- 
sion began  work  on  it  over  eight  years 
ago.  Rockwell  brings  to  this  program 
the  technology  and  systems  man- 
agement experience  gained  as  a 
prime  contractor  to  NASA  for  its 
Apollo  program. 

The  Space  Shuttle  will  launch 
ike  a  rocket,  haul  like  a 
truck,  work  like  a 
space  station, 
then  return 
to  Earth, 
landing 
ike  a  glider. 
Each  Shuttle 
is  designed  to 
make  at  least 
one  hundred 
trips  to  space 
and  back,  carrying  as 
much  as  32V2  tons  of  payload  into 
orbit  each  time  —  twice  the  payload  to- 
day's largest  expendable  rocket  can 
handle  —  at  about  half  the  cost. 


Recently  an  additional  $1.9  billion 
has  been  added  to  our  existing  NASA 
contract  to  complete  the  initial  fleet  of 
Shuttle  orbiters. 

Electronics. 

(Sales,  fiscal  1978:  $1.3  billion.) 

We're  one  of  the  world's  leading 
suppliers  of  avionics  —  communica- 
tions, navigation  and  flight  control 
equipment  for  air  transport,  general 
aviation,  and  government  aircraft. 

We  also  make 


Rockwell-built 

microwave 
systems  are 
improving 
communications 
^  worldwide. 


microelectronic 
systems  and  devices 
and  guidance  and 
control  systems. 

And  we  manufacture 
and  install  telecommunications  systems 
for  businesses  and  governments 
worldwide. 

As  a  matter  of  fact,  we're  one  of 
the  nation's  largest  independent 
suppliers  of  microwave 
systems  for  trans- 
mission of  tele- 
phone calls,  televi- 
sion pictures  and 
computerized  data. 

We've 
been  making 
and  installing 
microwave  sys- 
tems for  over 
25  years,  and  our 
many  customers  include 
telephone  companies, 
pipeline  companies,  rail- 
roads, U.S.  and  foreign  government 
agencies  and  the  Public  Broadcasting 
Service. 


General  Industries. 

(Sales,  fiscal  1978:  $15  billion.) 

Rockwell  is  one  of  the  world's 
largest  suppliers  of  high-technology 
valves  for  the  energy  market  and  for 
general  industry.  Our  extensive 
technology  is  also  being  applied  to 
the  world's  growing  need  for  alternate 
sources  of  energy.  We're  involved  in 
projects  for  nuclear  energy,  coal 
gasification,  flue  gas  desulfurization, 
and  solar,  wind  and  geothermal 
power.  We  also  make  printing 
presses,  textile  equipment,  industrial 
sewing  machines,  power  tools  and 
products  for  utilities. 

Speaking  of  our  printing 
presses,  most  of  America's  big  news- 
papers are  printed  on  them.  The  list 
of  major  American  dailies  that  are 
printed  on  Rockwell-Goss  Metroliner 
presses  alone  reads  like  a  Who's  Who 
of  newspapers.  Another  Rockwell- 
Goss  press,  the  Signature 
HV,  is  designed 
to  give  smaller  newspapers 
and  commercial  printers  unprece- 
dented speed  and  flexibility. 


Today  our 
Metroliner  offers 
improved  reproduction, 
speed  and  economy  to  major 
daily  neivspapers. 


Worldwide,  Rockwell-Goss  presses 
are  serving  publishers  in  more  than 
80  countries. 

Over  14,300  scientists 
and  engineers. 

Of  our  114,000  employees, 
one  in  eight  is  either  a  scientist  or  an 
engineer.  They  constitute  about  one 
percent  of  America's  total  scientific- 
engineering  community.  This 
technological  base  positions  us  for 
leadership  in  each  of  our  product 
areas.  It  also  makes  our  corporate 
slogan,  ". . .  where  science  gets 
down  to  business,"  a  fact. 

Business  is  good. 

Rockwell 
International's  total 
sales  for  1978  were 
$5.67  billion. 
Fiscal  1978  was  the 
most  profitable  year 
in  Rockwell's  his- 
tory. Net  income, 
up  23%  over 
fiscal  1977,  was 
$176.6  million, 
generating  a 
record 
$5.02 
per  share. 

Earnings 
per  share 

For  more  of  the 
Rockwell  story,  please  write  us: 
Rockwell  International, 
Dept.  815R,  600  Grant  Street, 
Pittsburgh,  PA  15219. 


Rockwell 
International 


.where  science  gets  down  to  business 


At  long  last,  Honeywell  has  built  a  profitable, 
riable  computer  business.  Now  comes  the 
hard  part. 


You've  come  a 
long  way,  baby . . . 


This  year's  annual  meeting  for 
Honeywell  Inc.  was,  if  anything,  a 
far  pleasanter  exercise  in  self-con- 
gratulation and  positive  thinking  than 
most  such  affairs.  The  company's  main 
business  was  better  than  ever:  Residen- 
tial commercial  and  industrial  controls 
supplied  62%  of  operating  profits  on 
45%  of  the  revenues.  They  were  at  an 
alltime  high.  Aerospace,  with  another 
11%  of  profits,  was  also  looking  great. 
Chairman  and  CEO  Edson  W.  Spencer 
happily  reported  that  1978  revenues 
were  up  (to  S3. 5  billion),  net  income  was 
up  (to  S201.4  million!,  return  on  equity 
was  up  (to  14.5%).  Earnings,  revenues, 
backlogs  and  new  orders  were  all  up  in 
the  1979  first  quarter,  too. 

There  was  one  piece  of  good  news, 
though,  that  management  was  not  eager 
to  trot  out  before  the  stockholders.  It 
would  appear  that  1978  was  the  first  year 
in  recent  memory  with  a  net  positive 
flow  of  cash  from  Information  Systems, 
Honeywell's  $1.3  billion  (revenues!  U.S. 
computer  business. 

The  computer  progress  at  Honeywell 
has  been  going  on  for  the  past  three 
years.  Computer  operating  profits 
climbed  from  S41.4  million  in  1976  to 
$79.4  million  in  1977  to  $105.7  million 
in  1978;  and  best  of  all,  some  S6.3  mil- 
lion of  last  year's  computei  return  repre- 
sented cash  rather  than  mere  book  prof- 
its. For  some  years  before  that,  Hon- 
eywell had  been  obliged  to  pour  hundreds 
of  millions  of  capital-spending  dollars 
into  computers,  as  the  price  of  staying  in 
the  computer  mainframe  game.  It  simply 
cost  more  millions  each  year  than  Infor- 
mation Systems  produced  in  depreci- 
ation and  operating  profits.  Now  at  last 
there  was  a  little  something  left  over. 

Honeywell's  computer  business  clearly 
has  a  way  to  go  before  producing  any 
significant  dividends  for  stockholders. 
Last  year  the  company  still  had  to  pony 
up  from  elsewhere  the  $13  million  or  so 
in  cash  Forbes  estimates  were  the  taxes 
payable  in  that  year  on  the  booked-but- 


Honeywell  CEO  Edson  Spencer 

An  exercise  in  self-congratulation. 


not-in-hand  computer  profits;  moreover, 
that  $6.3  million  doesn't  go  very  far  in 
meeting  the  computer  division's  fair 
share  of  Honeywell's  net  corporate  over- 
head and  interest  costs  of  $66  million. 
What's  needed  now,  of  course,  is  still 
more  profitability. 

How  much  more?  Well,  many  analysts 
evaluate  Honeywell's  businesses  by  look- 
ing at  operating-profit  return  on  assets 
before  taxes,  interest  and  corporate  over- 
head. On  Information  Systems  assets 
that  return  was  9.6%,  or  less  than  what 
Honeywell  could  have  gotten  if  the  mon- 
ey had  been  invested  in  CDs.  The  con- 
trols businesses,  by  contrast,  returned 
24.4%  on  its  assets,  the  aerospace  and 
defense  business,  18.3%. 

Nor  does  Information  Systems  yet 
stand  well  among  the  large  mainframe 
manufacturers.  IBM  assets  yielded  oper- 
ating profits  last  year  (again,  before  inter- 
est, etc. 1  at  a  26.2%  rate;  Burroughs, 
16.2%;  Digital  Equipment,  15.9%;  andl 
NCR  returned  14.4%.  Among  the  main- 
frame manufacturers,  Control  Data  ap- 
pears to  do  a  bit  worse  than  Honeywell. 

If  the  remarkable  margin  improve- 
ment Honeywell  enjoyed  in  the  past  two 
years  continues,  all  will  be  well — in  1976, 
operating  profits  were  a  really  puny  4.6% 
of  Information  Systems  assets.  The  prob- 
lem is,  can  it'  Consider  the  record  first. 
When  CEO  Spencer  took  over  in  1974, 
Honeywell's  computer  business  was  in 
disarray,  and  losing  money.  "Its  return 
on  assets  was  zero  for  many  years,"  as-j 
serts  Harry  Edelson,  lead  computer  ana- 
lyst at  Drexel  Burnham  Lambert  Inc. 
"The  company  used  to  be  'arbitrary' 
about  how  to  allocate  RisD  and  so  forth 
for  publication." 

Spencer  came  from  the  company's  in- 
ternational operations  with  a  reputation 
as  a  tough,  no-nonsense  manager  with  z 
strong  financial  sense  and  a  hard  eye 
perpetually  focused  on  the  bottom  line. 

So,  with  a  McKinsey  &  Co.  Inc.  study 
in  hand,  Spencer  pushed  through  a  reor- 
ganization, chopped  nonproductive  as- 
sets— taking  an  estimated  10,000  people 
off  the  computer  payroll  worldwide- 
shuffled  top  management  and  rational- 
ized the  product  line.  He  had  Honeywel 
lump  into  minicomputers  with  both  feet 
So  when  demand  surged  after  the  1974 
75  recession,  Honeywell  was  ready  tc 
benefit — especially  in  the  booming  mar 
ket  for  smaller  computers. 

But  now  a  new  cost  problem  loom: 
ahead.  "Their  computer  profits  have  ex 
panded  in  part  because  they  have  hac 
stable  hardware  and  that  helped  operat 
ing  costs  come  down,"  explains  Gideor 
I.  Gartner,  one  of  Wall  Street's  leading 
computer  analysts.  "Right  now,  they  an 
later  in  the  product  cycle  than  most  o 
the  others,  and  toward  the  end  of  a  prod 
uct  cycle  everybody  makes  a  lot  of  mon 
ey.  But  that  also  means  their  basic  line  1 
getting  old,  and  soon  they  will  have  t( 
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STANLEY  IS  HELPING 
THE  DO-IT-YOURSELF 
INDUSTRY  OUT-MEASURE 
THE  FAST  FOOD  BUSINESS. 

Fast  food  lived  up  to  its  name  in  1978  by  growing  to  nearly 
$17  billion*  But,  do-it-yourselfing  reached  $21.1  billion** 
in  the  same  year,  solidifying  its  position  as  one  of  the 
most  formidable  new  industries  in  the  country 
We've  been  leaders  from  the  beginning 
L  with  tools,  hardware,  drapery  hardware, 
$j£  and  new  products  like  Stanley's 

U-install"  garage  door  opener.  And 
our  future  has  never  looked  brighter. 
Here's  why: 

The  do-it-yourself  market  is 
expected  to  double  in  the  next  decade', 
I  and  our  products  are  an  essential 
part  of  that  growth.  But,  that's  not  all 
they  have  going  for  them.  They  tend  to  be 
recession  and  inflation  proof.  They  won't 
go  out  of  style.  They're  not  seasonal.  They're  not 
perishable  or  energy 
dependent.  And  they 
have  no  negative  environ- 
mental or  social  aspects. 

Very  few  industries  have 
that  many  good  things  to 
say  about  themselves. 

So  look  at  reality  Then 
look  at  our  record.  It  proves 
that  when  we  say  "Stanley 
helps  you  do  things  right," 
we're  talking  about  investing 
as  well  as  do-it-yourselfing. 


*** 


EARNINGS  PER  SHARE 


In  a  15-year  period.  Stanley's  earnings  per  share  have 
increased  at  an  annual  compound  rate  of  13  A%. 
out -performing  the  S&P  400  Industrial  Index 


Write  for  complete  financial  information  to  Thomas  K. 
Clarke,  Vice  President,  Finance,  at  the  address  below. 


STANLEY 


LEADING  THE  DO-IT-YOURSELF  INDUSTRY 

THE  STANLEY  WORKS.  (SWK)  NEW  BRITAIN,  CONNECTICUT  06050 
TOOLS,  HOUSEHOLD  PRODUCTS.  BUILDERS  PRODUCTS.  INDUSTRIAL  PRODUCTS 

•U.S.  Department  of  Commerce,  "Franchising  in  the  Economy  1977-1979"  (Excludes  "Steak,  Full  Menu"  Dollars  ) 
"Estimated  (or  1978  by  Building  Supply  News  Bureau  of  Building  Marketing  Research,  Inc 
"Business  Week.  February  26, 1979,  "Corporate  Strategies  "  ©  1979,  The  Stanley  Works 


since  men 

mining,  there's 
something  safer 
than  timber  and  bolts 
to  hold  up  the  roof 


Men  have  been  mining  the  earth  for  at  least  7,000 
years. 

For  6,900  of  those  years,  timber  was  the  only  way  to 
hold  up  a  mine  roof.  It  wasn't  until  the  start  of  the  20th 
century  that  steel  roof  bolts  were  introduced  as  an 
alternative  way  to  support  mine  roofs. 

But,  conventional  bolts  are  often  jarred  loose  by 
blasting  shocks  or  natural  shifts  in  the  rock. That's  why 
ingersoll-Rand  developed  and  manufactured  Split-Set™ 
friction  rock  stabilizers. 

A  simple  solution  to  a  7,000-year-old  problem 

1 1   Unlike  conventional  bolting  systems,  i-R's  Split-Set 
stabilizers  use  the  natural  force  of  friction  to  stabilize 
the  roof  and  keep  themselves  solidly  in  place. 

The  long  split  steel  tubes  with  tapered  driving  ends 
are  forced  into  holes  slightly  smaller  than  the  tubes. 
Compressed  in  the  hole,  they  exert  an  outward  force 
against  the  rock  creating  friction  that  stabilizes  the 
roof.  And  they  re  so  simple  to  install,  miners  can  insert 
25%  more  units  per  shift. 

Because  Split-Set  stabilizers  work  on  a  new  principle, 


they  actually  conform  to  rock  shifts  or  movements 
from  blasts  with  no  loss  of  holding  power,  in  fact,  the 
longer  they  stay  in  the  rock  the  tighter  they  hold. 

As  the  needs  of  the  mining  Industry  grow,  so  do  we 

we  re  a  $2.3  billion  company  with  a  deep  commit- 
ment to  helping  the  people  who  dig,  process  and  re- 
trieve the  coal,  minerals  and  metals  we  all  use. 

Our  involvement  in  mining  and  related  industries 
goes  all  the  way  back  to  Simon  ingersoll's  invention  of 
the  rock  drill  in  1871. Today,  our  continuous  coal  miners 
and  hauling  equipment  help  keep  the  coal  fields  pro- 
ductive. ingersoll-Rand  equipment  also  helps  increase 
the  production  of  oil  and  gas  around  the  world.  And 
our  gas  and  air  compressors,  as  well  as  our  tools, 
hoists  and  drills,  are  making  it  easier  for  people  to  do 
the  jobs  that  have  to  be  done. 

Write  us  at  ingersoll-Rand,  Dept.  252,  woodcliff  Lake, 
New  Jersey  07675,  and  get  our  Annual  Report  and 
product  literature.  You'll  see  how  meeting  the  needs 
of  growth  industries  has  kept  us  growing  for  more 
than  108  years. 


Ingersoll-Rand 


Innovative  engineering  for  growth  markets 


come  out  with  new  technology,  new  ar- 
chitecture. .  .  .  That  means  a  lot  of  new 
R&D,  new  capital  investments;  a  new 
learning  curve  to  go  through  at  the  fac- 
tory, and  new  operating  costs." 

Now  consider  IBM.  Says  analyst  Edcl- 
son:  "It  sets  the  rules  of  the  game  in  this 
industry.  In  recent  years,  their  product 
introductions  have  been  evolutionary. 
New  products  with  improved  price  per- 
formance have  produced  the  equivalent 
of  a  15%  to  20%  price  cut  per  year.  This 
allows  competitors  to  adapt  easily  to  the 
changes."  But  nowadays  computer  in- 
dustry people  hear  the  behemoth  emit- 
ting definite  growling  noises.  In  the  past, 
they  have  not  looked  to  IBM  to  pioneer 
the  technological  innovations;  its  real 
strength  has  always  been  its  marketing 
and  service  steamroller.  So  the  industry 
went  into  shock  in  January  when  IBM 
introduced  a  new  line  of  medium-size 
computers,  called  the  4300  Series,  that 
cut  the  price  of  computer  memory — a 
very  significant  chunk  of  the  hardware 
cost— by  80%,  from  $75,000  per  mega- 
byte (jargon  for  a  large,  standard  unit  of 
memory  capacity)  to  $15,000. 

"If  you  look  at  the  price-erosion 
curve,"  explains  Frank  R.  Kline  of  Inter- 
national Data  Corp.,  a  highly  regarded 
market  research  and  consulting  firm  spe- 
cializing in  computers,  "you  would  have 
expected  them  to  replace  the  standard 
16K  memory  with  a  32K  chip — that 


Yes.  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings  all  the 
time  and  don't  Knim  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 
can  be  as  tasteful  and  dramatic 
as  any  building. 


would  give  the  customer  twice  the  ca- 
pacity at  the  same  price  per  chip.  But 
instead  they  went  to  a  64K  chip— four 
times  the  power  at  the  same  price.  And  if 
you  look  at  the  architecture  of  the  4300s, 
they've  left  tremendous  room  for  new 
processors,  new  software,  new  commu- 
nications hookups.  .  .  .  IBM  has  become 
technology-driven  now,  that  is,  leading 
with  new  technology,  rather  than  mar- 


Analysts  evaluate  Honey- 
well's businesses  by  looking 
at  operating-profit  return  on 
assets  before  taxes,  interest 
and  corporate  overhead.  On 
Information  Systems  that  re- 
turn was  9.6%,  or  less  than 
Honeywell  could  have  gotten 
if  the  money  had  been  in  CDs. 
The  controls  business,  by  con- 
trast, returned  24.4%. 


ket-driven  as  in  the  past,  when  they 
would  let  others  open  the  way  and  then 
roll  over  them." 

If  the  benign-IBM  period  is  over,  then 
other  mainframe  manufacturers  can  no 
longer  count  on  benefiting  from  what 
has  passed  for  a  price  umbrella  in  this 
fast-moving  industry. 

Interestingly,  these  rather  obvious 
problems  lead  some  analysts  to  think 


that  Honeywell  is  an  attractive  invest- 
ment. The  stock,  which  has  a  good  earn- 
ings record,  is  currently  selling  at  roughly 
seven  times  expectations  for  1979  earn- 
ings. They  are  expected  to  greatly  exceedl 
$9  a  share.  Some  even  predict  better  than 
$10  a  share,  even  though  Honeywell's 
controls  business  is  extremely  cyclical — i 
residential  controls  follow  the  housing 
cycle  and  industrial  controls  follow  the 
capital  goods  cycle.  And  there  is  the  defi- 
nite smell  of  recession  in  the  air.  Hon- 
eywell, in  short,  sells  at  a  smokestack 
P/E,  which  gives  almost  no  recognition 
to  its  computer  business.  At  these  prices, 
investors  are  getting  Honeywell's  com- 
puter business  at  cut-rate.  It  is  a  not- 
inconsiderable  business,  with  a  loyal  cus- 
tomer base  and  good  technology.  The 
unanswered  question  is:  What  happens 
to  the  computer  profit  margins  in  the 
face  of  the  latest  IBM  onslaught- 

"You  always  have  to  speak  of  probabil- 
ities in  this  fast-changing  industry," 
sums  up  analyst  Gartner.  "And  I  would 
put  the  odds  at  at  least  2-to-l  that  Hon- 
eywell's computer  margins  have  topped 
out  this  year.  There  is  a  high  risk  that  itsi 
margins  will  decline  from  here." 

"We  know  that  our  | computer]  results 
aren't  good  enough  yet,"  says  a  Hon- 
eywell spokesman,  summing  up  for  the 
company.  "We  know  we  aren't  going  to 
hit  industry  standards  for  return  on  as- 
sets tomorrow."  ■ 


Yet.  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about 
energy-saving  Butler  buildings, 
call  the  local  independent 
contractor  who  can  build  one 
for  you.  See  "Butler  Mfg.  Co. 


Builder"  in  the  White  Pages. 
Or  write  Butler  Mfg.  Co., 
Dept.  B-397.  BMA  Tower. 
Kansas  City.  Mo.  64141. 


BUTLER 
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This  announcement  appears  as  a  matter  of  record  only. 


"1^ 


The  bonds  were  not  registered  in  the  United  States.  Offers  and  safes  of  the  bonds  t  \  Zfcjg: 

in  the  United  States  or  to  United  States  nationals  or  residents  were  not  made 
as  part  of  the  distribution  of  the  bonds  and  might  constitute  a  violation  of  United  States  law 
if  made  within  90  days  after  the  completion  of  the  distribution  of  the  bonds. 


Occidental  International  Finance  N.V. 

Kuwaiti  Dinars  7,000,000 
8%  per  cent  Guaranteed  Bonds  due  1991 

(redeemable  at  the  option  of  the  holders  on  May  15, 1987) 
Unconditionally  Guaranteed  by 

Occidental  Petroleum  Corporation 

Kuwait  International  Investment  Co.  s.a.k. 
Abu  Dhabi  Investment  Company 

Algemene  Bank  Nederland  N.V.  (Bahrain  Branch) 
B.A.I.I.  (Middle  East)  Inc. 

Banque  de  Paris  et  des  Pays-Bas  (Bahrain  offshore  Branch) 

Blyth  Eastman  Dillon  &  Co.  International  Limited 
Swiss  Bank  Corporation  (Bahrain  Branch) 

AJahli  Bank  of  Kuwait  (K.S.C.)  Al  bank  AI  saudi  Al  hollandi  American  Express  Bank  International  Group 

Amsterdam-Rotterdam  Bank  N.V.       Arab  African  International  Bank-Cairo       Arab  Bank  Ltd.  OBU 
Arab  Finance  Corporation  S.  A.  L. -Beirut        Arab  Malaysian  Development  Bank  Berhad 

The  Arab  and  Morgan  Grenfell  Finance  Company  Limited        Arinfi  Limited 
Banco  Urquijo  Hispano  Americano  Limited         Bank  of  America  International  Limited 
Bank  of  Bahrain  and  Kuwait  -  Kuwait  Branch         Banque  Bruxelles  Lambert  S.A. 
Baring  Brothers  &  Company  Limited         Bayerische  Vereinsbank  International  Societ6  Anonyme  Bergen  Bank 

Burgan  Bank  S.A.K.  -  Kuwait     County  Bank  Limited     Credit  Commercial  de  France     Credit  Lyonnais 
Den  Danske  Bank  af  1871  Aktieselskab     Den  norske  Creditbank     Euro-Kuwaiti  Investment  Co.  K.S.C. 
Financial  Group  of  Kuwait  K.S.C.         FRAB  Bank  International        The  Gulf  Bank  K.S.C.-Kuwait 
The  Industrial  Bank  of  Kuwait  K.S.C.     International  Financial  Advisors  K.S.C.  Kansallis-Osake-Pankki 
Kidder,  Peabody  International  Limited    Kredietbank  S.A.  Luxembourgeoise    Kuwait  Financial  Centre  S.A.K. 
Kuwait  Foreign  Trading  Contracting  &  Investment  Co.  (S.A.K.)     Kuwait  International  Finance  Co.  (KIFCO) 
Kuwait  Investment  Company  (S.A.K.)         Kuwait  Real  Estate  Bank,  K.S.C. 
Loeb  Rhoades,  Hornblower  International  Limited        Merrill  Lynch  International  &  Co. 
Samuel  Montagu  &  Co.  Limited         Morgan  Grenfell  &  Co.  Limited        National  Bank  of  Abu  Dhabi 
National  Bank  of  Bahrain       Nederlandse  Creditbank  N.V.       Norse  Securities  A/S       Riyad  Bank  Ltd. 

Scandinavian  Bank  Limited        J.  Henry  Schroder  &  Co.  S.A.L.        Skandinaviska  Enskilda  Banken 
Societe  Generate     Sparbankernas  Bank     Union  Bank  of  Norway  Ltd.      United  Bank  of  Kuwait  Limited 
United  International  Bank  Limited        Westdeutsche  Landesbank  Girozentrale 
Dean  Witter  Reynolds  International        Wood  Gundy  Limited 

Financial  advisors  to  Occidental  Petroleum  Corporation: 

Kidder,  Peabody  International  Limited       Dean  Witter  Reynolds  International,  Inc. 
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You  never  heard  of  the  Belks?  That's  okay  with 
the  family  as  long  as  small-town  folk  in  the 
Southeast  keep  buying  their  merchandise. 


Meet  the  Belks: 
eccentric 
but  tough 


means  it's  bigger  than  Marshall  Field, 
smaller  than  Associated  Dry  Goods. 

In  retailing  parlance,  "dominate"  does 
not  mean  monopolize.  "Dominant,"  in 
this  case,  means  being  the  leading  store 
in  a  given  market.  The  Belk  group  claims 
to  be  dominant  in  80%  of  its  markets. 
Let's  put  this  accomplishment  into  per- 
spective. A  report  on  retailing  by  Stuart 
Robbins,  Paine  Webber  Mitchell  Hutch- 
ins'  retailing  analyst,  shows  that  even 
mighty  Sears  is  the  leading  store  in  just 
61%  of  its  markets,  Federated  Depart- 
ment Stores  in  about  58%. 

What  is  the  Belk  group?  The  group 
consists  of  nearly  400  stores,  few  of  them 
big  by  modern  standards.  The  stores  are 
located  primarily  in  or  near  the  small 
cities  and  towns  of  the  region.  "We're 
always  opening  new  stores  and  closing 


By  Jean  A.  Briggs 


TO  DO  IT  LITERARY  JUSTICE,  the  Belk 
family  saga  would  require  a  Wil- 
liam Faulkner,  it's  that  bizarre. 
The  founder  of  the  dynasty,  a  young 
Carolinian,  somehow  managed  to  sit  out 
the  Civil  War,  but — the  descendants 
claim — was  drowned  by  marauding 
Union  soldiers  at  the  very  end  of  the  war. 
The  drowned  man's  son  became  a  shop- 
keeper. Unlike  most  general  stores  in  the 
rural  and  small-town  South,  his  Belk 
Brothers  refused  to  give  credit.  The  more 
openhearted  merchants  who  did  so  fre- 
quently went  under  during  depressions. 
Belk  would  often  buy  the  failing  stores 
and  their  inventories  for  a  few  cents  on 
the  dollar.  It  was  no  accident  that  his 
fastest  expansion  was  during  the  de- 
pressed 1930s.  Today  the  Belk  stores 
dominate  retailing  in  a  wide  and  pros- 
perous arc,  from  Maryland  to  Florida 
and  from  the  Carolina  coast  to  Okla- 
homa and  into  Puerto  Rico. 

Eccentricity  blends  with  toughness 
and  a  love  of  secrecy  in  the  Belk  clan. 
William  Henry  Jr.,  a  son  of  the  origi- 
nal shopkeeper,  was  ousted  by  his 
family  from  the  top  job  in  the  mid- 
Fifties;  he  now  dabbles  in  parapsy- 
chology. So  deep  is  the  family  feud 
that  when  the  current  head  of  the 
outfit,  John  Montgomery  Belk,  ran  for 
mayor  of  Charlotte,  his  brother  Wil- 
liam Henry  offered  his  opponent  in- 
formation that  John  Belk  was  using 
company  money  to  finance  his  cam- 
paign. Elected  in  1969,  John  Belk 
served  eight-and-a-half  years,  but  the 
company  remained  as  shielded  as  ever 
from  publicity. 

"The  family,"  says  an  observer,  "is 
pure  southern  Gothic."  Be  that  as  it 
may,  the  Belk  stores  dominate  retail- 
ing in  their  chosen  territory.  Though 
few  outside  the  Southeast  may  have 
heard  of  the  stores,  the  Belk  group, 
headquartered  in  Charlotte,  does  an 
estimated  $1  billion  in  revenues;  that 


S/x>pkeeper  William  Henry  Belk 
Take  the  cash  and  let  the  credit  go. 


old  ones,"  says  Vice  President  Ray  Kil 
lian,  the  Belk  executive  usually  dis 
patched  to  talk  with  the  press.  The  ne^ 
stores  usually  go  in  regional  shoppin 
malls.  For  example,  Killian  says,  "W 
recently  opened  a  160,000-square-foq 
store  in  Hickory,  N.C.  but  closed  fou 
small  stores  in  the  area  that  together  ha< 
less  than  one-third  the  space  of  the  ne\| 
store."  The  company  says  it  has  addei 
more  than  a  million  square  feet  of  ne\> 
space  every  year  since  1970. 

The  Belk  group  marches  to  its  owi 
music.  For  one  thing,  it  has  managed  ti 
stay  privately  owned  through  91  years  u 
constant  expansion.  It  uses  that  as  ai 
excuse  to  duck  the  press  if  at  all  possible 
refusing  to  reveal  its  sales,  its  profits  o 
its  total  square  feet  of  selling  space.  Johi 
Belk  will  only  admit,  "I  now  head  ai 
organization  with  well  over  26,000  em 
ployees."  Marshall  Field,  by  contrasl 
employs  about  20,000,  Dayton  Hudsoi 
some  35,000. 

The  most  unusual  thing  about  Belk  1 
the  way  it  is  organized.  It  is  not  on< 
corporation  with  many  branch  stores  bu 
rather  many  corporations  each  owned  b- 
a  different  group  of  stockholders.  Thi 
heirs  of  founder  William  Henry  Belk- 
five  sons  and  one  daughter — own  a  per 
centage  of  each  of  the  nearly  400  corpo 
rations.  In  some  cases  it's  as  little  a 
20%;  in  others  as  much  as  100%.  Th 
remaining  stock  in  each  case  is  ownei 
for  the  most  part  by  the  men  Belk  set  u] 
in  business  or  their  heirs.  In  many  in 
stances  the  stores  are  managed  by  thes< 
same  people.  Thus,  the  local  manager  ha 
considerable  stake  in  what  he's  doing  a 
well  as  deep  roots  in  the  community 
The  Belks  like  to  think  that  make 
him  quite  different  from  a  local  man 
ager  for  a  national  chain  who  may  b< 
in  a  given  location  only  two  or  thrc 
years  before  moving  on.  "The  loca 
Belk  manager,"  brags  Belk's  Killian 
"is  likely  to  be  a  pillar  of  the  coramu 
nity,  a  member  of  the  school  board  o 
the  city  council  for  example."  Need 
less  to  say,  this  gives  the  stores  coni 
siderable  political  clout. 

The  closest  thing  these  stores  havi 
to  a  parent  is  the  nonprofit  Belk  Ston 
Services,  Inc.,  operating  out  of  a  mod 
est  two-story  headquarters  in  Char 
lotte  that  is  expected  to  be  replacec 
soon  by  a  new  multistory  building 
Belk  Store  Services  started  out  as  i 
buying  service,-  the  local  buyers  none 
theless  retained  some  autonomy 
They  could  and,  according  to  Killian 
still  can,  get  goods  elsewhere. 

Nowadays  Belk  Store  Services  pro 
vides  other  services  besides  buying 
These  include  market  research,  ston 
planning,  accounting,  data  processing 
legal  assistance  and  training. 

It  is  through  this  corporation  tha: 
President  John  Belk  has  kept  the  Belli 
group,  with  all  its  local  flavor,  up  to 
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T.  Irvin,  executive  vice  president,  tells  how  A&A  works  from  a  client's  point  of  view: 

"We  think  growing  companies  deserve  as  much  cash  flow 
and  asset  protection  as  giant  multinationals?' 


"Many  small  and  medium-sized 
businesses  don't  realize  it,  but  their 
basic  insurance  and  financial  con- 
cerns are  the  same  as  those  of  the 
multinationals.  Big  or  small,  a  com- 
pany has  to  be  protected  from  the 
impact  of  sudden  losses.  And  that  's 
where  we  come  in.  Whatever  size 
your  company  is,  we  ll  use  the  same 
sophisticated  risk  management  and 
analysis  techniques  we've  developed 
over  the  years  for  our  giant  clients. 
As  a  matter  of  fact,  our  position  as  a 


worldwide  leader  in  our  industry  is 
due  largely  to  the  growth  we've  en- 
joyed with  our  small  and  medium- 
sized  clients.  And  we  see  much  of 
our  future  growth  coming  from 
theirs.  You  can  bet  we'll  be  right 
there  working  with  them.  And  with 
companies  like  them." 

Working  from  a  client's  point  of 
view  is  our  way.  From  our  top  man- 
agement to  the  men  and  women  in 
over  1 10  cities  here  and  overseas. 
Thai  means  working  as  allies. 


solving  business  problems  together. 

We  think  our  dedication  to 
acting  as  an  ally  of  the  clients  we 
represent  is  a  big  reason  why  A&A 
has  become  a  worldwide  leader  in 
the  insurance  and  financial  services 
business.  We  have  the  facilities, 
expertise  and  strength  to  act  as 
effective  allies.  We  work  from  a 
client's  point  of  view,  whether  the 
corporation  is  AlAwortHfti- 
large  or  small    A!  6X3  Mae  f 

gAjexander 

The  Allies 


date  and  abreast  of  changes  in  the  indus- 
try since  he  took  over. 

At  the  age  of  26,  after  a  12-year  appren- 
ticeship, the  original  William  Henry  Belk 
decided  to  go  into  business  for  himself, 
opening  in  1888  a  store  in  Monroe,  N.C., 
a  farm  community  about  25  miles  from 
Charlotte.  Three  years  later  he  con- 
vinced his  brother  John,  a  physician 
whom  he  had  helped  put  through  school, 
to  join  him.  A  few  years  later  they  set  up 
a  cousin  by  marriage,  Alex  Kluttz,  in  a 
store  called  Bclk-Kluttz  in  another  North 
Carolina  town.  That  was  the  beginning 
of  the  partner  system.  The  Belk  broth- 
ers— Dr.  John  and  Mr.  Henry,  in  south- 
ern parlance — kept  an  eye  on  all  the 
young  men  working  in  their  stores. 
When  they  found  a  particularly  capable 
one  they  would  set  him  up  in  business  in 
another  store.  Sometimes  the  new  part- 
ner had  money  to  invest,  sometimes  he 
didn't.  But  he  got  an  opportunity,  and 
stores  with  such  names  as  Belk-Tylcr, 
Belk-Simpson  and  Hudson-Belk  sprouted 
throughout  the  Southeast.  Some  stores 
in  the  group  don't  have  the  Belk  name 
attached.  Among  them  are  the  Leggett 
stores  in  Virginia.  The  Leggetts  are  Belk 
cousins.  They  set  up  a  store  or  two  them- 
selves, then  rejoined  the  group. 

The  system  is  much  the  same  as  the 
one  James  Cash  Penney  was  using  about 
the  same  time  in  the  mining  towns  of 
Colorado,  Wyoming  and  Utah.  The  dif- 
ference is  that  Penney,  who  of  course 
built  a  much  larger  company,  eventually 
had  to  give  it  up  in  favor  of  a  regular 
corporate  structure,  by  one  account  at 
the  insistence  of  his  New  York  bankers. 

Belk,  by  contrast  with  Penney,  used 
local  banks  and  his  outfit  grew  more 
slowly  and  conservatively.  Many  of  the 


John  Montgomery  Belk 

Everything's  up  to  date  in  Charlotte. 

stores  Belk  and  his  partners  opened  were 
in  towns  either  on  the  rail  line  or  where 
textile  mills  were  opening  up  in  their 
flight  from  New  England  to  the  South.  In 
many  instances  Belk  invested  in  the 
mills,  helping  create  employment  and 
business  for  his  stores. 

The  number  of  stores  in  the  Belk  group 
grew  slowly.  In  1900  there  were  5;  in 
1915,  16,-  in  1928  before  the  Depression 
there  were  58.  The  Depression,  as  we 
have  said,  was  Belk's  great  opportunity. 
By  1940  the  58  stores  of  1928  had  grown 
to  183.  Although  his  five  sons,  a  daughter 
and  assorted  other  relatives  were  in- 
volved— Dr.  John  died  in  1928 — founder 
Belk  was  the  real  boss  until  the  day  he 
died  in  1952  at  the  age  of  89. 

The  children  got  equal  shares,  but  Wil- 
liam Henry  Belk  Jr.  assumed  the  leader- 
ship role.  It  wasn't  long,  however,  before 


New  Belk  store  in  Durham,  N.C. 

Past  tradition,  modern  management,  in  the  new-fashioned  general  store. 


the  family  kicked  him  out  and  put  Joh 
in.  The  ousted  man  is  apparently  sti] 
angry.  "There's  a  story  in  the  Bible,"  rj 
told  Forbes,  "about  Joseph  and  the  coj 
of  many  colors.  Finally  those  peop 
went  destitute  and  Joseph  saved  his  ow 
family.  It  may  be  a  repeat." 

Since  John  became  the  leader  the  eni 
phasis  has  been  on  continuing  the  expat 
sion,  but  no  new  partners  are  being  s< 
up.  He  has  also  gone  a  long  way  towai 
professional  management. 

John  Belk  has  been  involved  with  th 
American  Management  Association 
for  example,  and  has  hired  that  outfit  t 
develop  training  courses  for  store  persoi 
nel.  Where  John's  father  took  pride  in  th 
fact  he  didn't  have  a  plan,  a  spokesma 
boasts  of  the  careful  long-range  plannin 
Belk  stores  now  does.  The  group  lor 
ago,  of  course,  began  extending  credit. 

Belk  stores  have  not,  by  and  larg' 
yielded  to  the  modern  trend  toward  spt 
cialization;  essentially  they  are  old-tirr 
general  stores  updated.  You  can  find  e^ 
erything — needles,  books,  furniture,  n; 
tional  brands,  Belk's  own  brands,  such  i 
Twister  jeans,  Nursery  Rhyme  bab 
clothes,  Archdale  shirts  and,  recenth 
designer  fashions.  You  can  still  get  buc 
get  items  but,  according  to  Killian,  "w 
are  constantly  upgrading,"  meaning  sel 
ing  higher-priced  merchandise. 

The  stores  are  modern — the  plan  is  t 
remodel  them  on  a  five-year  rotation  b; 
sis — and  their  stock  is  attractively  di: 
played.  But  they  are  by  no  means  trendy 

How  profitable  are  the  Belk  stores 
George  Ivey,  Jr.,  chairman  of  J.B.  Ivey  i 
Co.,  who  looks  out  his  office  window  at 
big  Belk  sign  every  day  as  his  father  an 
grandfather  did  before  him,  says:  "Ver 
profitable.  In  a  good  many  of  those  towr 
they  have  no  competition." 

Assuming  a  net  profit  margin  of  3% 
which  is  about  average  for  the  majc 
chains,  the  Belk  stores  must  net  some 
thing  like  $30  million  a  year.  If  the  ma: 
gin  is  4%,  as  one  insider  claims,  they  ne 
$40  million.  Obviously,  in  a  family 
dominated  business  the  emphasis  woul 
be  on  cash  flow  rather  than  on  reporte 
profits.  That  may  be  why  the  Interns 
Revenue  is  after  the  Belk  group  for  abou 
$17  million  in  back  taxes  it  claims  th 
companies  owe.  Granted  that  the  Bel 
family  has  partners,  that  kind  of  incom 
nevertheless  suggests  that  they  at 
among  the  wealthiest  families  in  th 
U.S.  Not  oil-rich,  perhaps,  but  certainl 
retaihng-rich.  At  this  point  there  is  not! 
ing  in  sight  that  would  bring  an  end  t 
family  ownership. 

The  biggest  problem  facing  the  famil 
could  well  be  succession.  When  Joh 
Belk,  now  58,  steps  down,  who  wi. 
emerge  the  leader?  John  has  three  your 
ger  brothers  and  William  Henry  Belk 
grandchildren  now  number  17.  Who  wi. 
inherit  the  mantle?  Will  the  family  talen 
continue  into  the  third  generation?  ■ 
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The  Assistant  Department  Head  saw  the  report, 
said  it  was  perfect,  and  made  11  minor  revisions. 

The  Department  Head  loved  it,  and  made  8  minor 
revisions. 

Etc.,  etc.,  etc. 

To  help  you  cope  with  successes  like  these, 
fortunately  tnere  are  Xerox  display  typing  systems. 

Since  they  make  revisions  much  faster  than 
ordinary  typewriters,  they  cut  down  drastically  on 
turnaround  time. 

That's  because  our  systems  electronically  store 
documents  as  they're  being  typed.  To  revise  them  a  typist 
simply  recalls  the  text  on  a  display  screen— and  then 
makes  additions  or  deletions,  rearranges  paragraphs, 
changes  margins,  or  whatever.  Then  the  entire  document 


is  typed  on  paper  automatically. 

The  result  is  a  letter-perfect  document  in  minutes. 
Which  means  a  major  savings  of  time  and  money  for 
every  round  of  minor  revisions. 

Xerox  makes  a  full  range  of  electronic  and  display 
typing  systems.  For  details  about  them  call  your  local  Xerox 
Office  Systems  Representative,  or  toll-free  800  -527-3386? 

We'll  show  you  how  Xerox  can  offer  systems  that 
perfectly  suit  your  typing  and  revising  needs. 

Whether  your 
needs  are  minor. 

Or  "minor." 


XEROX  1 


XEROX®  is  .i  trademark  of  XEROX  CORPORATION 


*ln  Alaska,  Hawaii  or  Texas,  call  collect  214  -352-5138. 


Making  outer  space 


Lockheed  knows  how. 


Shielding  the  space  shuttle  from  fiery 
temperatures. 

When  NASA's  space  shuttle  streaks  through  a  2,300°F 
reentry  into  Earth's  atmosphere,  the  occupants  won't  feel 
the  heat. 

That's  because  Lockheed-developed  insulation  will 
form  a  shield  of  some  34,000  small  'tiles'  covering  about 
70%  of  the  spacecraft.  The  tiles  shed  heat  so  efficiently 
that  a  piece  still  glowing  white-hot  can  be  held  safely 
with  bare  fingers. 

Each  tile  is  minutely  matched  to  exact  points  on  the 
shuttle's  surface.  And  fitting  them  precisely  is  like 
assembling  the  world's  biggest  three-dimensional  jigsaw 
puzzle. 

Most  important:  the  tiles  will  insulate  the  shuttle 
against  not  just  one,  but  about  100  returns  through  the 
abrasive  atmosphere. 


Looking  at  the  origin  of  the  universe. 


In  1983,  a  43-foot-long  telescope  system  will  be  si i pp 
into  orbit  300  miles  above  Earth.  And  man  may  then  lo 
back  14  billion  years  to  where  our  universe  perhaps  begc  n 

The  NASA/Lockheed  Space  Telescope  will  detect 
objects  50  times  fainter  and  7  times  deeper  into  space 
than  those  ever  before  seen.  !t  will  lock  onto  stars,  galaxi 
and  other  space  phenomena  with  absolute  accuracy  fori 
as  long  as  30  to  40  hours.  And  it  will  perform  ultra- 
violet and  infrared  measurements  impossible  from  EartH 

Potential  rewards  are  huge.  Scientists  may  discover 
new  worlds  and  new  energy  sources.  They  may  even 
find  ways  to  protect  Earth's  delicate  environment  in  a 
new,  uncharted  age. 

Scouting  the  sun  s  uproar. 
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Tucked  into  NASA's  OSO-8  Orbiting  Solar  Laboraton 
a  Lockheed-developed  Mapping  X-Ray  Heliometer  has  i 
successfully  finished  three  years  of  amassing  vital  data  < 
the  sun's  ever-varying  X-ray  radiation. 


MASA  Space  Shuttle.  Lockheed  serves  it  with  a  wide  range  of  technical  support  activities  in  addition  to  the  heat  insulation  described  below. 


ie  heliometer  was  part  of  the  most  complete  sci- 
ic  instrument  payload  ever  sent  up  to  study  solar  and 
lie  X-ray  sources.  And  though  planned  for  only  one 
[s  work,  the  OSO-8  package  operated  in  its  350-mile- 
orbit  for  better  than  three  years, 
ne  heliometer  experiment  again  clearly  demonstrated 
(heed's  unique  capability  in  independent,  basic 
arch.  And  the  data  will  probably  unveil  dramatic 
t  facts. 

ney  should  set  guidelines  for  better  predicting  of  solar 
s  and  yield  new  knowledge  of  exactly  how  the  sun's 
r  emissions  affect  Earth's  weather  and  climates. 

orders  that  talk  from  other  planets. 

;'ve  now  put 

on  Mars, 
^d  Venus  and 
erclose  up,  and 
et  intimate 

at  Saturn  in 
1980. 

cial  Lockheed 
ders,  each  no 
r  or  heavier 
a  gallon  bottle 
ter,  help  scientists  see  the  outer  planets  at  close 

.  Locked  within  a  space  vehicle,  each  recorder  can 

and  transmit  more  than  a  half-billion  bits  of 
nation.  Those  signals  are  then  turned  by  Earth- 
en computers  into  sharp  photos  and  precise  scientific 


Lockheed  recorders  have  flown  on  all  Apollo  moon 
missions,  five  Mariner  space  probes,  the  flights  to  Mars, 
Venus,  and  Jupiter,  and  are  now  headed  toward  Saturn 
and  beyond. 

And  if  the  search  that  far  away  reveals  no  life,  there's 
still  the  rest  of  the  universe. 

The  unmatched  record  of  achievement. 

i  m  u  s 


Nothing  underscores  Lockheed's  leading  place  in 
space  technology  better  than  the  record  of  the  Agena 
spacecraft. 

The  versatile  Agena,  veteran  of  more  than  300  flights, 
can  count  more  successful  launches  than  those  made  by 
any  other  spacecraft,  and  it  has  been  used  on  nearly  half 
of  all  United  States  space  missions. 

In  making  space  work  for  man,  Agena  is  one  more 
proof  that  Lockheed  knows  how. 

Lockheed 


Mutual  fund  managers  are  oozing  redemp- 
tions from  every1  pore.  Merger  seems  to  be  one 
way  to  stanch  the  flow. 


The  lion  no 
longer  roars 


By  Richard  Phalon 

Merger  mania  is  stalking  the  mu- 
tual fund  management  field  the 
way  Major,  the  old  Dreyfus 
Corp.  lion,  used  to  prowl  the  streets  of 
big-time  television.  So  far  this  year  Eber- 
stadt  &  Co.  of  Chemical  Fund  fame  was 
picked  up  by  Marsh  &.  McLennan  Cos., 
Keystone  Custodian  Funds  disappeared 
into  the  maw  of  Travelers  Corp.  and 
Investors  Diversified  Services,  the  big- 
gest fund  manager,  has  been  combined 
into  its  parent,  Alleghany  Corp. 

It's  hard  to  find  anyone  who  doesn't 
see  more  consolidation  ahead.  "I  would 
think  it's  going  to  come  down  to  just 
several  large  organizations,"  says  Robert 
E.  Riley,  who  heads  Marsh  &  McLen- 
nan 's  mutual  fund  and  money  manage- 
ment arm.  Common  stock  funds  are 
drowning  in  redemptions.  Dreyfus  Fund 
assets,  for  instance,  slipped  from  a  peak 
of  S2.4  billion  to  $1.4  billion.  Enterprise 
Fund  plummeted  from  a  high-water 
mark  of  S953  million  to  SI 55  million, 
Wellington  Fund  from  SI. 8  billion  to 
$657  million.  It's  a  kind  of  half-life  in 
which  the  funds  move  daily  just  that 
much  closer  to  liquidation.  Common 
stock  mutual  funds,  which  had  total  as- 
sets of  about  S40  billion  a  decade  ago, 
were  down  to  around  S30  billion  last 
month.  Although  stocks  rallied  after 
1974  and  some  mutual  funds  have  since 
performed  well,  the  public  isn't  listening. 

Since  management  companies  at  the 
apex  of  the  pyramid  prosper  in  direct 
proportion  to  the  size  of  the  asset  base 
they  bestride,  earnings  have  been  under 
great  pressure.  Many  fund  managers 
have  eased  the  pain  by  diversifying  into 
new  and  more  merchandisable  products 
like  money  market  and  tax-exempt  bond 
funds.  But  money  market  and  bond  funds 
tend  to  be  less  profitable  to  manage.  Be- 
cause the  money  market  funds  are  no- 
loads  and  sold  largely  through  media 
rather  than  salesmen,  the  fund  organiza- 
tions must  dig  into  their  own  pockets  to 


cover  the  heavy  selling  costs. 

Though  Dreyfus  has  had  to  retire  Ma- 
jor from  high-priced  TV  exposure,  it  still 
knows  the  merchandising  game  as  well 
as  anyone.  Yet  even  Dreyfus,  despite  the 
success  of  its  money  market  funds, 
earned  only  S3. 8  million  last  year — 32% 
less  than  the  record  S5.6  million  chalked 
up  in  the  glory  days  of  1971. 

Others  have  found  the  money  market 
game  hard  to  crack.  Riley  readily  con- 
cedes that  Eberstadt's  SI7  million  fund 
has  "not  been  growing  at  the  same  rate 


as  the  rest  of  the  industry." 

Part  of  the  rationale  behind  the  S8.5 
million  purchase  of  the  investment 
banking  firm's  money  management  side 
was  the  hope  that  M&M  could  sharpen 
Eberstadt's  marketing  skills. 

M&M  began  expanding  beyond  its  in- 
surance brokerage  roots  in  1970  with  the 
acquisition  of  the  Putnam  Group,  which 
manages  about  S2  billion  worth  of  mutu- 
al fund  money.  Eberstadt's  four  funds 
^combined  assets,  S850  million'  are  now 
sold  to  dealers  through  the  Putnam 
wholesaling  force  with  what  Riley  prom- 
ises will  be  "economies  of  scale." 

Most  other  fund  mergers  or  acquisi- 
tions have  the  same  objective.  The  in- 
dustry7 dogma  now  is  that  spreading  costs 


over  a  wider  base  fattens  profit  margin: 
Sometimes  it  works,  sometimes  i 
doesn't.  Washington  National  Corp.  ha 
big  hopes  for  the  $1.8  billion-in-assel 
Anchor  Funds  Group,  but  the  1969  mer$ 
er  never  idled.  When  it  finally  sold  Ar 
chor  to  Los  Angeles-based  Capital  Rt 
search  &  Management  for  $4  million  i 
1978,  Anchor's  earnings  had  droppe 
from  $689,000  in  1 976  to  $484,000  and  H 
assets  had  shrunk  to  $800  million.  Wash 
ington  National  was  not  enchanted. 

Merger  is  no  panacea.  It  can  hel 
stanch  the  redemption  flow  by  filling  oi 
a  product  line.  Managers  can  hang  on  t 
investors  only  by  being  able  to  off« 
them  alternatives  to  the  equity  fund 
But  as  Dreyfus  Corp.'s  Director  of  Ri 
search  Monte  Gordon  says,  "The  res 
cure  is  a  turnaround  in  the  market  and  i 
the  way  people  feel  about  equities." 

Gordon  and  his  confreres  at  Dreyfi. 
are  not  holding  their  breaths.  The 
dream  up  new  products,  like  the  ill-fate 
merger  and  acquisition  fund  that  had  t 
be  scuttled  last  year  because  of  potenti; 
regulatory  problems.  Dreyfus,  howeve 
has  succeeded  in  raising  earnings  b 
shrinking  the  company's  capitalizatioi 
using  surplus  cash  to  buy  its  own  share 
on  the  open  market. 

People  wonder  if  the  shnnkage  mear 
Dreyfus,  which  went  public  with 
splash  at  the  height  of  the  1965  bu 
market,  may  be  thinking  of  going  pnva' 
again.  The  speculation  seems  to  be  base 
on  the  example  of  Wellington  Manag' 
ment,  which  handles  the  $2  billion  Vai 
guard  group.  A  committee  of  outside  d 
rectors  recently  approved  a  bid  by  CE 
Robert  W.  Doran  and  other  insiders  wi 
control  over  70%  of  the  company,  i 
take  it  private  at  SI  1  a  share.  The  san 
committee  turned  down  an  initial  bid 
S10  a  share  for  a  stock  that  carries  a  boc 
value  of  S7.68  and  was  selling  for  10  . 
recently  as  four  years  ago. 

Wellington's  earnings  were  penalize 
when  Vanguard  went  no-load  in  197 
But  Doran  and  his  associates  clearly  s« 
real  values  in  Wellington. 

One  of  those  values  is  the  growth  p 
tential  in  managing  other  institution 
money.  Eberstadt,  for  example,  no  gre 
shakes  at  mass  marketing,  had  a  reput 
tion  for  solid  science  and  technologv  r 
search  that  pulled  in  S900  million  wor 
of  pension  and  endowment  funds. 

M,nM  has  been  working  the  instit 
tional  side  of  the  street,  too.  Its  S4 
billion  in  pension  fund  assets  is  almo 
SI  billion  more  than  the  fund  money 
handled  before  the  Eberstadt  purchas 
M&M  has  shrewdly  enhanced  its  instit 
tional  appeal  by  keeping  Eberstadt's  r 
search  group  alive  as  an  independent  e 
tity.  "It  gives  the  institutions  a  choice 
two  distinct  management  styles,''  sa 
Riley.  The  inference  is  that  profession; 
ism  is  a  lot  more  salable  a  commodi 
these  days  than  a  lion  in  the  street.  ■ 
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One  of  these  men  had  a  business 
that  went  into  a  slump,  into  the  red 

and  up  in  smoke. 

He  had  a  fire  of  a  "suspicious"  nature,  but  arson 
could  not  be  proved.  So,  he  was  able  to  collect  a  sub- 
stantial amount  on  his  insurance.  He  turned  his  business 
loss  into  a  profit  for  himself  but  into  an  additional  expense 
for  the  insurance  company  and  the  policyholders. 

Arson  has  become  the  "hottest"  crime  in  the  nation. 
Who  are  these  arsonists?  They  range  from  small,  one-time 
offenders,  like  the  man  on  the  left,  to  organized  profes- 
sional "torches."  Many  have  found  arson  a  profitable 
crime.  Shocking!  Even  more  shocking  are  the  losses  re- 
lated to  arson — 700  lives  and  an  estimated  $1.6  billion  in 
insured  fire  losses  in  1977.  When  you  consider  lost  jobs, 
property  taxes  and  higher  costs  in  consumer  goods,  the 
total  economic  loss  is  a  staggering  $10  billion! 

We're  a  major  group  of  property  and  casualty  insur- 
ance companies  and  we're  alarmed  by  the  rise  in  this  vio- 
lent, costly  and  dangerous  crime.  Not  only  does  arson 
jeopardize  lives  and  property,  it  costs  policyholders  a  lot 
of  money — approximately  400  of  every  claim  dollar  paid 
for  fire  losses. That's  four  times  more  than  ten  years  ago. 

Recently,  the  FBI  re-classified  arson  as  a  major 
crime,  in  the  same  category  as  murder,  rape  and  grand 
larceny. This  re-classification  will  result  in  greater  attention 
by  federal,  state  and  local  law  enforcement  agencies.  We 

This  message  is  presented  by  the  American  Insurance  Association,  85  John  Street,  New  York,  N  Y.  10038. 

Affordable  insurance  is  our  business—and  yours. 

©  1979  American  Insurance  Association. 


in  the  insurance  industry  urged  the  government  to  take 
this  action.  We  will  continue  working  with  law  enforcement 
agencies  to  stop  the  spread  of  this  vicious  crime. 

Here's  what  we're  doing: 

■  Trying  to  take  the  profit  out  of  arson  by  more  extensive 
investigation  of  claims  and  by  cooperating  in  the  pros- 
ecution of  more  persons  involved  in  "suspicious"  fires. 

■  Supporting  the  Insurance  Crime  Prevention  Institute's 
investigations  of  insurance  fraud. 

■  Conducting  arson-detection  seminars  for  insurance 
personnel. 

■  Developing  the  Property  Insurance  Loss  Register — a 
computerized  file  of  previous  loss  claims  which  will  alert 
investigators. 

■  Encouraging  state  legislators  to  pass  stricter  laws  that 
carry  heavier  punishments  for  arson. 

■  Encouraging  community  and  state  arson  task  force 
programs  to  deal  with  arson  problems  on  a  local  level. 

Here's  what  you  can  do: 

■  Report  any  suspicious  persons  or  activity  to  the  police, 
fire  department  or  fire  marshal. 

■  Support  efforts  in  your  community  to  fight  arson. 


How  roulette  wheels  recycle  OPEC  loot. 


Rabbit,  run 


By  Barbara  Ellis 


Yl  II  \H1  \\  l\\  I  II  RATE  l\\  I  M  i  MR. 
You've  just  spent  an  hour  and  a 
half  in  a  line  waiting  to  buy  gaso- 
line. Your  mind  starts  turning  over.  How 
can  I  play  the  energy  crisis  and  not  just 
be  a  victim  of  it?  Shale  oil?  Drilling 
equipment  companies?  Coal?  Home  in- 
sulation? But  these  are  old  ideas. 

You  want  a  new  idea  for  playing  the 
energy  crisis?  Try  Playboy  Enterprises. 
No,  we're  not  making  light  of  a  scary 
situation.  We  are  being  dead  serious. 

Playboy  Enterprises,  which  owns  the 
immensely  successful  magazine  of  that 
name  as  well  as  some  hotels  and  clubs, 
also  owns  four  British  gambling  casinos, 
two  of  them  in  London.  These  casinos 
are  extremely  profitable.  They  accounted 
for  the  bulk  of  the  parent  company's 
black  ink  last  year. 

So  what's  this  got  to  do  with  the  ener- 
gy crisis?  Just  this.  On  the  face  of  it, 
there  are  few  Middle  Easterners  among 
the  customers  playing  roulette  and  ogling 
London  bunnies,  but  when  it  comes  to 
the  count,  that  minority  contributes  no 
less  than  75%  of  the  take.  Playboy's  dog- 
gedly sybaritic  image  bores  Arabs  just  as 
much  as  the  average  American,  but  odds 
are  something  else.  Casino  edge  is  lower 
in  London  than  anywhere  else  in  the 
world.  Playboy's  triumph  was  being  in 
the  right  place  at  the  right  time.  And  if 
you  don't  think  the  price  of  oil  has  any- 
thing to  do  with  the  situation,  listen  to 
John  Wintle,  financial  director  of  London 
Playboy:  "In  the  first  1 1  months  of  fiscal 
'79  [Playboy's  year  ends  June  30],  we're 
28%  ahead  of  last  year  in  revenues — and 
that's  even  without  the  Iranians." 

There  it  is:  While  you  wait  in  line  to 
buy  gas,  influential  Arabs  get  no-wait 
service — with  gambling  chips.  As  a  re- 
sult, London's  casinos  expect  to  recycle 
some  $1.7  billion  into  chips  this  year,  up 
from  1978's  $1.4  billion. 

In  this  peculiar  world,  casinos  are  per- 
haps   the    most    profitable  business 


Plavbov's  flagship  London  casino 

Its  win  stanches  a  river  of  red  ink. 


around.  "Average  return  on  capital  for 
London  casinos  is  about  450%,"  says 
Michael  Spencer  of  London  brokers  Si- 
mon &  Coates,  "on  a  really  good  casino, 
up  to  900%."  Quite  a  contrast  to  the  low 
returns — under  6% — shown  by  British 
manufacturers.  No  wonder  Playboy's 
Victor  Lownes,  at  $437,000,  is  Britain's 
highest  paid  executive. 

One  reason  for  the  high  payoff  is  that 
Britain  levies  no  tax  on  casino  win.  An 
operator  pays  a  maximum  $47,250  per 
table  per  year  as  gaming  license  duty,  but 
a  good  table  can  gross  $1  million.  Of 
course,  casino  companies  pay  the  regular 
52%  U.K.  corporate  tax,  but  shrewd  ac- 
counting can  trim  that. 

For  example,  Playboy  last  year  offset 
$5  million  in  losses  outside  Britain  by  its 
Playboy  Clubs  International  against  casi- 
no profits.  That  has  brought  "quite  in- 
tense negotiations  with  the  Inland  Rev- 
enue," says  Playboy's  Wintle. 

Casino  players  escape  lightly  too.  Un- 
less gambling  is  their  living,  they  pay  no 
tax,  either  income  or  capital  gains,  on 
winnings.  Much  better  than  playing  the 
stock  exchange,  where  a  win  brings  a 
30%  capital  gains  bill. 

Another  reason  returns  are  so  high  for 


London  casinos  is  that  U.K.  gaming  lavt 
forbid  costly  Las  Vegas-type  attraction) 
"All  you  need  is  a  nice  house  and  9 
million  in  cash,"  says  Simon  &  Coate 
Spencer. 

Of  course,  you  do  need  Gaming  Boai 
approval,  plus  a  license  from  the  loci 
magistrates.  If  the  board  is  slow  to  inve 
tigate,  you  can  miss  the  annual  deadlir 
for  license  applications.  That's  what  ha; 
pened  to  First  Artist  Films  earlier  th 
year.  Hilton  International  also  fouled  u 
its  first  shot  at  the  high-yield  Londc 
casino  market.  Late  last  year  it  signed 
private  company,  Victoria  Sporting  Clu 
as  casino  managers,  to  start  up  gambhr 
at  the  London  Hilton  on  Park  Lane,  ha 
by  Playboy's  top-grossing  casino.  L 
cense  prospects  died  when  police  raid* 
a  casino  owned  by  Hilton's  propose 
managers  and  arrested  some  of  the  dire 
tors  on  theft  charges. 

Three  corporations  still  account  r 
three-fourths  of  the  bilhon-dollar-plusa 
tion  in  London.  Playboy,  with  its  S^ 
million  casino  earnings,  and  two  Bnti: 
leisure  groups,  both  traded  in  ADRs  c 
the  New  York  Stock  Exchange:  $612  m 
lion  (sales)  Coral  Leisure,  with  $14. 1  m 
lion  casino  earnings,  and  $930  mil  lie 
(sales)  Ladbroke  Group,  with  an  estinu 
ed  $43.6  million  earned  in  casinos. 

Predictably,  there's  fierce  infighting 
this  gilded  cage.  Opposing  new  liceni 
applications  is  routine.  Owners  are  eagl 
eyed  for  anyone  else's  rule-breakir 
There  are  plenty  of  rules,  like  the  crea 
ban  or  the  48-hour  membership  statu! 
you  can't  just  walk  in  off  the  street. 

In  the  latest  battle,  the  London  poll 
and  Playboy  are  contesting  renewal 
three  out  of  Ladbroke's  four  London 
censes.  For  Ladbroke  that  would  be  goc 
bye  to  a  probable  $50  million  in  U. 
casino  earnings.  But  there's  little  reio: 
ing  at  the  prospect  of  Ladbroke's  tro 
bles.  According  to  Playboy's  Lown< 
Ladbroke  Chairman  Cyril  Stein  (Fokbi 
Mar  15.  19"^)  has  promised  mud-slir 
ing  as  retaliation  for  Playboy  joining  t 
police  action.  Unpleasant  courtroom  re 
elations,  especially  about  luring  high  ra 
ers  from  one  club  to  another,  may  dn 
attention  from  legislators.  Parhame 
might  even  remember  that  Lord  Rol 
schild's  Royal  Commission  on  Gambh 
recommended  taxing  casino  win  a 
raising  license  duty:  "That  would  me 
the  end  of  the  industry  as  we  know  i 
intones  one  casino  owner.  Or  anyw; 
time  to  look  elsewhere. 

Playboy,  of  course,  has  already  join 
the  Atlantic  City  line.  But  don't  look 
Playboy  to  match  its  London  casino  p 
formance  in  New  Jersey.  The  Americ 
authorities  are  much  tougher  (and  t; 
hungry).  And  it's  a  mass  market  in  t 
U.S.;  it  tends  to  be  a  class  [i.e.,  big  mom 
market  in  Britain.  Besides,  what  mat 
Playboy's  London  sheikhs  richer  is  mi 
ing  Americans  poorer.  ■ 


82 


FORBES,  JULY  23,  1 


This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE  June  20, 1979 


$150,000,000 


Eastern  Air  Lines,  Inc. 

lV/2%  Convertible  Subordinated  Debentures  due  1999 


Price  100% 

(Plus  accrued  interest,  if  any,  from  June  26, 1979. 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from  only 
such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Lazard  Freres  &  Co.  Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Fierce,  Fenuer  &  Smith  Incorporated 

Bache  Halsey  Stuart  Shields  The  First  Boston  Corporation  Bear,  Stearns  &  Co.  Blyth  Eastman  Dillon  &  Co. 

Incorporated  Incorporated 

Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette  Drexel  Burnhani  Lambert  Goldman,  Sachs  &  Co. 

Securities  Corporation  Incorporated 

E.  F.  Hutton  &  Company  Inc.        Kidder,  Peabody  &  Co.        Lehman  Brothers  Kuhn  Loeb         Loeb  Rhoades,  Hornblower  &  Co. 

Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis       L.  F.  Rothschild,  Unterberg,  Towbin       Salomon  Brothers       Shearson  Hayden  Stone  Inc. 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 

incorporated  A.  G.  Becker 

Alex.  Brown  &  Sons  The  Robinson-Humphrey  Company,  Inc.  Thomson  McKinnon  Securities  Inc.  Wheat,  First  Securities, Inc. 
A.  E.  Ames  &  Co.      Robert  W.  Baird  &  Co.      Bateman  Eichler,  Hill  Richards      William  Blair  &  Company      Colin,  Hochstin  Co. 

Incorporated  Incorporated  Incorporated 

Dain,  Kalman  &  Quail  Daiwa  Securities  America  Inc.  Dominion  Securities  Inc.  F.  Eberstadt  &  Co.,  Inc. 

Incorporated 

A.  G.  Edwards  &  Sons,  Inc.  Eppler,  linn  in  &  Turner,  Inc.  Ladenburg,  Thalmann  &  Co.  Inc.         McDonald  &  Company 

Me  I, cud  Young  Weir  Incorporated  Moseley,  Hallgarten,Estabrook&  Weeden  Inc.  New  Court  Securities  Corporation 

The  Nik  ko  Securities  Co.  Nomura  Securities  International,  Inc.  Piper,  Jaf  fray  &  Hop  wood  Prescott.Ball &Turben  Rotan  Moslelnc. 

International,  Inc.  Incorporated 

Stuart  Brothers       Tucker,  Anthony  &  R.  L.  Day,  Inc.        Wood  Gundy  Incorporated        Yamaichi  International  (America),  Inc. 


The  Money  Men 


Bad  news  or  no,  we've  got  a  bull  market  on 
our  hands,  Bill  O'Neil  says,  but  adds:  Don't 
play  it  just  by  buying  stocks  with  low  P/Es. 


The  numbers  say 

"Go" 


III  \\  E  NEVER  MADE  MONEY  listening  to 
economists,"  says  William  O'Neil, 
46,  who  heads  up  the  Los  Angeles 
securities  research  firm,  William  O'Neil 
&  Co.  "The  market  doesn't  always  move 
in  the  same  direction  as  the  economy." 
O'Neil  is  explaining  why,  in  spite  of  a 
deepening  recession,  he  believes  we  are 
in  the  midst  of  an  authentic  bull  market. 
O'Neil  is  advising  his  clients  to  invest 
heavily  in  small  and  medium-size 
growth  companies  which,  he  says,  will 
carry  the  market  to  new  highs.  O'Neil 


hasn't  always  been  right,  as  no  one  ever 
is,  but  he  is  regarded  as  one  of  our  more 
thoughtful  stock  market  men,  and  he 
backs  his  opinion  with  an  impressive 
mass  of  numbers. 

"The  institutions  are  so  worried  about 
the  recession  that  their  timing  is  all 
fouled  up,"  he  says,  referring  to  those 
professional  money  managers  who  have 
been  hiding  behind  Treasury  bills.  "The 
market  already  has  had  its  correction 
and  stocks  have  hit  bottom.  Now  they're 
on  the  way  up,  and  everybody  can't  fig- 


Wtlliam  O'Neil  &  Co 's  William  O'Neil 

Within  milliseconds .  access  to  7,000  stocks  in  his  data  bank. 


ure  it  out  because  the  same  rules  arel 
working  as  they  always  did  in  the  pas! 
As  far  as  he's  concerned,  the  mark 
peaked  in  mid- 1976  when  the  Dow  Joni 
industrials  reached  1026  and  hit  botto 
in  March  of  last  year  at  736.  He  regar 
the  present  situation  as  merely  a  pause 
the  unfolding  bull  market. 

Next  question:  What  stocks  does 
like?  Electronics  and  high  technoloj 
companies  like  Tektronix,  Raychem,  FJ 
terhne,  Beckman  Instruments,  CF 
John  Fluke  Manufacturing,  GCA,  Gen 
al  Instrument,  Unitrode,  Nicolet  Instr 
ment,  Augat,  and  EG&G.  He  thinks  tl 
defensive  stocks  will  lag  in  the  next  ye 
or  so,  as  will  those  in  such  basic  indd 
tries  as  steels  and  chemicals — the  vd 
ones  which  led  the  market's  resurgen 
from  the  recession  of  1974-75. 

O'Neil  makes  much  of  the  fact  thi 
each  bull  market  tends  to  be  led  by  d iff 
ent  groups  of  stocks.  Computer  and  hot 
stocks  led  the  1967-68  bull  market,  fa 
food,  retail  and  home-building  stoc 
carried  the  1971-72  rally.  He  says  1 
picked  basic  industry  stocks  as  the  lea 
ers  of  the  recovery  from  the  1974  crasi 
but  it  won't  happen  that  way  this  time 

On  what  does  he  base  his  bulhshne 
about  the  market?  O'Neil,  a  precis 
speaking,  athletic  man  of  medium  buil 
was  a  pioneer  in  using  computers  to  an 
lyze  stock  market  data,  and  he  has  bu 
his  business  on  this  expertise.  He  had 
brief  and  unsuccessful  go  at  money  ma 
agement  in  the  Sixties  and  ran  a  mutu 
fund,  since  sold,  that  he  would  sooru 
not  talk  about.  Since  then  O'Neil  h 
concentrated  on  number-crunchin 
though  he  picks  stocks,  too. 

He  doesn't  need  an  army  of  analysts 
do  all  this;  only  his  computers.  Which 
probably  one  of  the  things  that  make  h 
service  so  useful:  O'Neil  covers  stocl 
that  many  other  services  never  eve 
heard  about.  He  publishes  weekly  char 
called  Datagraphs  and  sells  them  to  son( 
300  clients  including  Citibank  and  Mc 
gan  Guaranty  Trust.  O'Neil's  numbe 
must  be  useful:  The  clients  pay  fro) 
$20,000  to  $150,000  a  year  for  them. 

To  hear  O'Neil  tell  it,  his  system 
picking  stocks  is  more  scientific  th$ 
just  about  any  around.  He  uses  a  giai 
Burroughs  6700  computer  with  an  enc 
mous  data  bank  going  back  as  far  as  195 
and  containing  variables  on  the  econ 
my,  the  stock  market  and  on  more  thi 
7,000  individual  stocks.  Rather  than  b 
ing  confined  to  an  "approved"  list  c 
say,  200  to  300  companies  as  are  ma 
large  institutional  research  outfit 
O'Neil  tracks  every  stock  on  the  Ne 
York  and  American  stock  exchanges 
well  as  most  over-the-counter  issue 
The  computer  allows  O'Neil  to  quick 
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Electrical  energy  will  continue 

to  supply  an  increasing 
percentage  of  America's  energy. 

That's  why  Gould  is  developing 
more  and  more  products  for 
the  electrical/electronic  market. 


The  demand  for  electricity  has 
nearly  doubled  in  the  past  ten  years. 

More  and  more  electronic 
products  are  serving  new  needs. 

And  Gould  is  capitalizing  on 
these  growth  opportunities. 

Over  100  new  products 
introduced  last  year. 

Consistently  high  investment  in 
R&D  and  product  development  has 
helped  make  Gould's  sales  grow. 
Last  year  26%  of  our  sales  came 
from  products  that  were  introduced 


in  the  past  five  years.  Some  recent 
examples  include:  flight  simulators 
for  the  Navy,  mobile  cardiac  output 
computers  and  resuscitators  for 
hospitals,  digital  oscilloscopes 
and  logic  analyzers,  and  traffic 
surveillance  devices  for  police 
departments. 

Last  year  we  spent  $79  million 
in  R&D,  an  amount  equal  to 
78%  of  our  profits. 

That's  more  money,  relative  to 
profits,  than  any  other  billion  dollar 


Upper  left:  Gould  flight  simulators  teach 
U.S.  Navy  pilots  to  fly  without  wings. 
Lower  left:  We're  one  of  the  world's  largest 
producers  of  ultra-thin  metallic  foils  used  to  fabricate 
advanced  high-density  electronic  circuitry. 
Right:  Sophisticated  electronic  test  instru- 
mentation, such  as  this  digital  storage 
oscilloscope,  is  manufactured  and  marketed 
by  us  both  in  the  U.S.  and  abroad. 


electrical  manufacturer  spent.  And 
this  year  we're  planning  to  spend 
even  more.  This  commitment  to 
technology  is  paying  off  in  a 
continuing  flow  of  new  product 
developments. 

$125  million  for  capital 
improvements  in  1979. 

To  meet  increasing  demand  for 
Gould  products  we're  making  a  big 
investment  this  year  in  new  plants 
and  equipment.  Plans  include  11 
new  plants,  six  plant  expansions 
and  five  plant  conversions.  We're 
making  this  investment  now,  to 
keep  earnings  growing. 

Earnings  per  share  have 
grown  at  an  average  annual 
rate  of  13%  since  1968. 

Since  1974  our  dividends  have 
more  than  doubled.  This  strong 
growth  record  is  a  direct  result  of 
our  investments  in  R&D  and  capital 
improvements.  It's  also  based  on 
our  commitment  to  technology 
and  new  product  development, 
concentrated  in  electrical  and 
electronic  products. 

For  more  information  about  our 
company  and  its  products,  write 
Gould  Inc.,  Dept.  FF7,10Gouid 
Center,  Rolling  Meadows,  Illinois 
60008,  (312)  640-4000. 


GOULD 


An  Electrical  I  Electronics  Company 


In  Cairo,  the  talk  of  the  town  now  takes  t 


In  between  the  minarets  you  can  spot  the  latest 
addition  to  Cairo's  skyline— a  microwave  relay 
tower.  Clearly,  it  will  never  rival  the  Pyramids 
as  a  tourist  attraction.  But  to  eight  million  Cairo 
residents,  it  is  a  welcome  sight  indeed. 

For  this  ancient  and  rapidly  growing  city 
has  a  very  contemporary  problem:  meeting 
urgent  demands  for  telephone  service. 

The  tower  is  part  of  the  answer.  Along  with 
fifteen  others  located  at  Cairo's  telephone 


exchanges,  it  is  part  of  a  new,  all-digital  micro- 
wave transmission  system  designed  and  installed  ?r 
by  our  Raytheon  Data  Systems  Company. 

Now  telephone  traffic  between  exchanges 
is  beamed  over  the  rooftops— electronically.  The  si 
new  network  handles  up  to  18,000  telephone 
conversations  simultaneously— a  400%  increase  lai 
over  the  present  system  of  underground  cables—  or 
and  we  are  now  at  work  to  double  this  capacity. 

There's  much  more  to  Raytheon  Data 


I 


/stems  than  microwave  communications.  Data 
rminals  and  processing  systems,  for  example, 
>eed  travel  reservations,  insurance  claims,  and 
der  handling.  Lexitron  word  processing 
!  stems  bring  electronic  speed  and  accuracy  to 
jjsiness  communications.  It  all  adds  up  to 
:large  and  growing  business— one  that  increased  by 
lore  than  50%  in  1978,  for  the  second  year  in  a  row. 

Raytheon  Data  Systems  is  an  important  part 
our  electronics  business— one  of  the  five  basic 


business  areas  at  Raytheon.  The  others  are 
energy  services,  major  appliances,  educational 
publishing,  and  heavy  construction  equipment. 
For  our  latest  financial  reports,  please  write 
Raytheon  Company,  Public  Relations,  141  Spring 
Street,  Lexington,  Massachusetts  02173. 


THE  SCENTS? 

"Mmmmmm,  that's  great.  I  love  the  scent  of  ' 

Trees?  The  sea  breeze?  A  tropical  flower? 

What  will  be  the  "in"  fragrances?  And  who  will  determine  what's  "in"  to  have  on"? 
The  same  men  and  women  who  are  making  today's  popular  fragrances  popular. 
The  kind  of  people  who  read  Psychology  Today 

Because  PT  readers  are  the  "in"  group  of  spenders  in  every  major  demographic  target 
group  18-to-49.  But  all  18-to-49's  are  not  created  equal. 
PT  readers  have  the  money  The  status.  And  the  style. 

Their  concentrations  are  virtually  unbeatable  when  compared  to  the  readers  of  other 
Simmons-measured  magazines  over  one  million  circulation. 

But  more  than  great  numbers,  they  have  a  great  psychology:  they  live  their  dreams 
today  not  tomorrow. 

Yankelovich  Monitor  Studies  show  that  the  kind  of  people  who  read  Psychology  Today 
set  the  trends  that  others  follow. 

They  caught  a  whiff  of  Paco  Rabanne  fragrance,  and  it  became  an  "in"  scent. 

They  got  into  self-expression,  and  click,  photography  is  "in." 

They  felt  like  shaping  up,  and  jogging  became  the  "in"  exercise. 

They  started  pouring  wine,  and  now  it's  as  "in"  in  America  as  it  is  in  Europe. 

And  when  it  comes  to  what's  "in"  in  fragrances,  you  can  be  sure  PT  readers  will  be 
the  leaders. 

They're  worth  more  to  you,  because  you  get  more  from  them. 

PSYCHOLOGY  TODAY. 
GET  "IN." 


THE  INTERNATIONAL  NEWSMAGAZINE 


presents 
Special  New  York  City  Supplement 


When: 

September  24,  1979 

Closings:  4-Color    August  1 3,  1 979 

2-Color&b/w    August  27,  1979 

Where: 

Newsweek  Europe  Edition: 

United  Kingdom,  Ireland,  Europe,  Scandinavia  and  Israel. 
Newsweek  Asia  Edition: 

Burma,  Hong  Kong,  India,  Indonesia,  Japan,  Laos,  Malaysia, 
Pakistan,  Philippines,  Singapore,  Korea,  Sri  Lanka,  Taiwan,  Thailand, 
Total  circulation:  313,000 
Total  audience:   1 ,095,000 

Why: 

The  dollar's  decline  on  foreign  exchange  markets  as  well  as  soaring 
inflation  rates  in  overseas  business  centers  have  once  again  made 
New  York  City  a  boom  town  for  foreign  business.  Foreign  banks  and 
corporations  are  buying  up  real  estate,  affirming  their  faith  in  the  City's 
future.  New  York  City  itself  is  undertaking  new  initiatives  to  promote 
industrial  development  as  well,  in  such  key  areas  as  apparel,  printing, 
manufacturing,  and  many  other  businesses  throughout  all  five 
boroughs.  It  is  this  kind  of  good  news,  supported  by  the  latest  facts 
and  figures  on  the  state  of  New  York  City  today  that  will  complement 
your  advertising. 

Prepared  with  the  cooperation  of  the  City  of  New  York,  the  supplement 
will  explore  the  reasons  for  and  results  of  New  York  City's  dramatic 
success  as  one  of  the  world's  key  financial  and  business  capitals.  The 
supplement  will  reach  over  a  million  top  international  executives  with 
the  power  to  make  investments  on  behalf  of  their  business  interests 
and  to  spend  money  on  themselves.  These  key  decision-makers— the 
executive  readers  of  Newsweek  International— are  prime  prospects  for 
your  business. 


NCWSWCCk  For  more  information,  contact  Frank 
Tortorello,  U.S.  Advertising  Director,  at 
Newsweek  International,  444  Madison 
Avenue,  NY,  N.Y  10022.  Tel:  (212) 
350-2556;  Telex:  RCA  23401 1 . 
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Faces 

Behind  The  Figures 


Okita  of  Japan  Economic  Research  Center 
Japan  is  no  model  for  China. 


Neighborly  advice 

Once,  lapan  looked  to  China  as  the 
source  of  its  civilization.  Recently,  wall 
posters  in  Canton  asked,  "Why  does 
China  lag  so  far  behind  Japan?" 

Since  1972,  when  the  countries  re- 
sumed diplomatic  relations,  about 
200,000  Japanese  have  visited  China; 
and  10,000  Chinese  have  come  to  Japan. 

One  man  many  of  those  Chinese  visi- 
tors want  to  see  is  Saburo  Okita,  a  princi- 
pal architect  of  Japan's  postwar  econom- 
ic growth  and  head  of  the  influential 
Japan  Economic  Research  Center  in  To- 
kyo. With  other  Japanese  economists, 
Okita  has  made  two  trips  to  China  this 
year  to  consult  with  top  Chinese  leaders. 

Usually  forthright,  the  scholarly  Okita 
won't  discuss  the  specifics  in  this  case. 
"I  think  our  advice  helped  them  in  re- 
examining their  modernization  plan,"  he 
says  carefully.  "China  can  see  how  we 
developed  our  manpower  and  industrial- 
ized our  society." 

But  while  Okita  is  vague,  it  is  under- 
stood the  Chinese  were  precise  in  what 
they  wanted  of  him:  How  did  lapan  suc- 
ceed in  borrowing  technology  from  the 
West  without  giving  up  control  to  for- 
eign corporations  or  governments?  Of 
particular  interest  was  Japan's  1950  For- 
eign Investment  Code  and  subsequent 
steps  toward  liberalizing  capital. 

Okita,  whose  research  center  esti- 
mates China  could  experience  a  capital 
shortfall  of  as  much  as  $200  billion  be- 
tween now  and  1985,  also  advised  the 
Chinese  on  how  Japan  was  able  to  gener- 
ate such  high  savings  rates  after  World 
Warn. 

Okita  and  other  economists  are  in- 
terested in  what  the  Chinese  are  up  to. 


Despite  a  recent  slowdown  in  China's 
purchases  trom  lapan,  the  Japanese 
view  China  as  the  one  place  where 
they  can  expand  international  trade  in 
an  era  of  increased  protectionism.  Chi- 
na-Japan trade  increased  nearly  50% 
last  year  to  about  $5  billion,  and  agree- 
ments have  been  signed  representing 
several  times  that  amount.  For  now, 
Japanese  economists  view  the  two 
economies  as  complementary:  China 
can  export  natural  resources,  while 
buying  Japanese  manufactured  prod- 
ucts. Over  time,  though,  they  worry 
that  China,  with  hundreds  of  millions 
of  workers,  could  challenge  Japan's  in- 
dustrial strength. 

It's  unlikely  the  Chinese  are  modeling 
themselves  directly  on  Japan.  Japan  re- 
lied heavily  on  private  enterprise  as  the 
engine  of  growth.  The  government  set 
policies  and  priorities  and  the  Bank  of 
lapan  provided  needed  financial  guaran- 
tees. But  lapan  couldn't  have  risen  from 
the  ashes  of  World  War  D  without  a  pow- 
erful entrepreneurial  class.  China  has  a 
far  less  sophisticated  banking  system 
and,  for  ideological  reasons,  private  en- 
terprise isn't  likely  to  play  anywhere 
near  so  big  a  role.  Okita  is  being  listened 
to,  but  is  he  being  heard? 

Fire  sale 

inflation  makes  your  insurance  rates  go 
up,  but  the  way  our  legal  system  works 
helps  too.  "To  some  extent  the  insurance- 
laws  work  in  favor  of  the  arsonist,"  says 
John  S.  Barracato,  47,  a  retired  New  York 
City  fire  marshal  recently  hired  by  Aetna 


Life  &  Casualty,  which  last  year  H 
some  $40  million  in  arson  losses.  Aeti 
of  course,  either  passes  the  losses  on 
you  in  the  form  of  higher  rates  or  it  go 
out  of  business. 

How  does  the  law  favor  arsonists? 

"We're  governed  by  law  to  make 
settlement  as  quickly  as  possible," 
continues,  "or  be  liable  for  punitive  da 
ages  for  libel  and  slander."  And  un 
recently  most  states  allowed  acquitt 
arson  suspects  to  sue  the  insurance  co 
pany  if  the  company  supplied  inforre 
tion  to  prosecutors. 

Most  of  the  estimated  $2  billion 
property  damaged  by  arson  each  year 
the  U.S.  is  done  for  revenge.  Arson 
profit  is  second  and  is  hardest  to  pro 
"A  businessman  is  going  to  have  an  al 
if  he  wants  his  business  burned,"  sa 
Barracato.  "He'll  find  someone  else  to  i 
the  fire.  I  could  walk  out  of  my  office  a 
within  an  hour  find  someone  to  set  a 
fire  I  want  for  $50  or  $100." 

The  difficulty  in  proving  arson  is  a 
reason  that  Aetna  has  changed  its  ha 
dling  of  suspect  fires.  Instead  of  trying 
prove  criminal  arson,  the  company  w 
go  after  suspects  with  civil  suits,  wht 
evidence  requirements  are  less  stringer 

So,  Barracato  is,  you  might  say, 
inflation  fighter  as  well  as  a  fire  fighti 
he  is  trying  to  prevent  arsonists  fro 
using  the  insurance  companies  to  rip  < 
the  public.  Born  in  New  York  City,  Bs 
racato  started  as  a  fire  fighter  in  1 
hometown  in  1960  when  he  was  28.  F 
book,  Arson!,  was  published  two  yet 
ago  and  he  spent  a  year  teaching  fi 
science  at  John  lay  College  in  New  Yor 


Aetna  arson  consultant  Barracato  on  the  job 
Carrying  a  torch  for  at  son's  real  victims . 
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FORBES  IULY  23,  19 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Offering  Circular. 


NEW  ISSUE  June  22, 1 979 

$200,000,000 
AMERICAN  SAVINGS 

AND  LOAN  ASSOCIATION 

A  Wholly-Owned  Subsidiary  of  First  Charter  Financial  Corporation 

9V2%  Mortgage-Backed  Bonds,  Series  C,  Due  June  30, 1985 


Price  100% 

plus  accrued  interest  from  June  30, 1979 


Copies  of  the  Offering  Circular  may  be  obtained  in  any  State  in 
which  this  announcement  is  circulated  only  from  such  of  the  under- 
writers as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Loeb  Rhoades,  Hornblower  &  Co. 


The  First  Boston  Corporation 


Goldman,  Sachs  &  Co. 


Merrill  Lynch  White  Weld  Capital  Markets  Group   Salomon  Brothers   Warburg  Paribas  Becker 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated  A.  G.  Becker 


Bache  Halsey  Stuart  Shields 

Incorporated 

Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody  &  Co. 

Incorporated 


Bear,  Stearns  &  Co. 
Drexel  Burnham  Lambert 

Incorporated 

Lazard  Freres  &  Co. 


Dillon,  Read  &  Co.  Inc. 
E.  F.  Hutton  &  Company  Inc. 
Lehman  Brothers  Kuhn  Loeb 

Incorporated 


Paine,Webber,  Jackson  &  Curtis  L.  F.  Rothschild,  Unterberg,  Towbin  Shearson  Hayden  Stone  Inc. 

Incorporated 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Wertheim  &  Co.,  Inc. 


Dean  Witter  Reynolds  Inc. 


Faces 

Behind  The  Figures 


He  retired  in  January,  he  says,  "be- 
cause I  was  frustrated  in  New  York  City. 
Arson  cases  everywhere  are  so  frustrat- 
ing because  you  make  an  investigation 
and  then  the  district  attorney  says  you 
don't  have  enough  for  a  criminal  case." 
Again  the  laws  and  the  courts  protect  the 
criminal  and  ignore  the  victim. 

The  reorganizer 

Sir  David  Nicolson,  56-year-old  chair- 
man of  the  British  tobacco  giant  Roth- 
man's  International  Ltd.,  has  made  a  ca- 
reer out  of  reorganizing  companies.  Now, 
as  a  member  of  the  recently  elected  Euro- 
pean Parliament,  he'll  go  to  work  on  the 
Continent. 

The  European  Parliament  has  existed 
in  various  forms  since  1958  but,  until 
this  year,  representatives  of  the  nine  Eu- 
ropean Economic  Community  countries 
were  chosen  by  national  parliaments.  If 
the  voter  turnout  in  the  U.K.  is  any  mea- 
sure, the  EP  has  little  support — only  30% 
of  those  eligible  voted.  But,  argues  Nicol- 
son, "I  think  you  could  say  that  about 
one-third  of  the  people  were  ignorant  of 
what  it  was  all  about  or  that  it  was  hap- 
pening at  all.  Another  third  are  hesitant 
about  whether  it  is  a  good  idea."  And,  of 
course,  the  remaining  third  voted. 

One  of  the  things  Nicolson  hopes  to 
get  from  the  EP  is  some  EEC-wide  agree- 
ment on  laws  of  commerce.  That  kind  of 


agreement,  especially  on  labor  laws, 
would  help  Britain,  whose  industry  is 
being  destroyed  by  an  anarchic,  thor- 
oughly undemocratic,  fragmented  sys- 
tem of  trade  unions. 

"We  badly  need  trade  reform,"  says 
Nicolson,  who  before  going  to  Roth- 
man's  put  together  British  Airways  from 
BOAC  and  British  European  Airways. 
"A  worker  in  the  U.K.  has  to  work  80% 
more  hours  to  buy  a  car,  for  example, 
than  a  worker  in  West  Germany." 
Wages,  of  course,  reflect  productivity  and 
the  laid-back,  strike-prone  British  labor 
force  is  generally  unproductive.  Nicolson 
thinks  that  it  might  help  if  Britain's  la- 
bor laws  were  modernized  along  Europe- 
an lines. 

A  nine-country  agreement  on  coal  and 
oil  development  would  also  benefit  Brit- 
ain with  its  large  coal  and  oil  reserves. 
"What  we  really  need  is  to  improve  our 
share  of  world  trade,"  he  says.  "A  1% 
increase  in  our  share  of  that  trade  would 
give  the  U.K.  about  400,000  new  jobs, 
and  that's  available  right  on  our  own 
doorstep." 

A  gentlemanly  fuel 

It  would  be  hard  to  think  of  a  more 
appropriate  salesman  for  Virginia  Gen- 
tleman bourbon — so  redolent  of  the  Old 
South — than  Robert  E.  Lee  IV,  great- 
grandson  of  the  man  who  proffered  his 
sword  to  Ulysses  S.  Grant  at  Appomat- 
tox Court  House  nearly  115  years  ago. 
But  these  days  Lee  is  thinking  more 
about  the  energy  crisis  than  mint  juleps. 

A  vice  president  of  the  privately 
owned  A.  Smith  Bowman  Distillery,  Lee 
is  looking  for  ways  to  get  more  sales  for 
his  nearly  $6  million  (revenues)  Sunset 
Hills,  Va.  company.  A.  Smith  Bowman 


Lee  of  A.  Smith  Bowman 

An  old  name  tackles  a  new  problem 


Nicolson  qf  Rothman's  International 
Building  a  legal  bridge  to  the  Continent. 


does  nicely  with  the  moderately  pric 
Virginia  Gentleman,  but  the  market 
limited — 160,000  cases  a  year.  The  d 
tillery  has  excess  capacity,  which  wi 
an  investment  of  about  $250,000  cou 
be  turned  to  producing  about  750,0 
gallons  of  alcohol  for  gasohol. 

Although  he  is  a  graduate  of  Washir 
ton  and  Lee  University,  Lee  has  spe 
most  of  his  life  outside  of  Virginia,  mc 
lately  as  advertising  manager  for  the  5J 
Francisco  Chronicle.  In  1970  he  return 
to  the  South  to  work  at  A.  Smith  Bo 
man,  and  since  1972  has  increased  V 
ginia  Gentleman  sales  2%  in  a  mart 
which  has  declined  about  17%  in  o 
past  six  years.  It  used  to  be  even  bettt 
Laments  the  53-year-old  Lee:  "At  o 
time  we  were  up  to  250,000  cases  a  ye 
Then  everyone's  tastes  sudder 
switched." 

Before  anything  can  be  done  about  gj 
ohol,  says  Lee,  federal  regulators  and  t 
IRS  will  have  to  loosen  up.  "We  do  ne 
some  tax  credits  and  new  distributi 
rules."  He's  also  looking  to  the  state  : 
tax  relief  and,  perhaps,  a  grant  to  he 
fund  the  gasohol  investment  like  the  o 
now  under  consideration  in  Nebraska. 

While  the  U.S.  bourbon  and  whiski 
industry  as  a  whole  has  declined  in  t 
past  several  years,  distillers'  prices  ha 
remained  at  around  the  same  level  sin 
the. 1950s.  So  innovative  distillers  H 
Virginia  Gentleman  are  looking  to  a  bi 
introduced  by  Senator  Birch  Bai 
(D-Ind.)  to  allow  them  to  make  alcol" 
for  gasohol  free  of  some  of  the  traditior 
liquor  industry  regulation.  The  feds  a 
want  to  be  sure  the  stuff  doesn't  j 
mixed  with  liquor,  which  carries  a  mil 
higher  tax. 

"I  told  someone  about  the  plan,"  Ij 
says,  "and  he  said  he  thougbt  gasoll 
was  what  we  always  made." 
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FORBES,  TULY  23,  1 


This  annoiilici  mi  lit  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  tliese  securities. 
The  offering  is  made  only  by  the  Offering  Circular. 


NEW  ISSUE 


June  29,  1979 


$200,000,000 


GREAT  WESTERN  SAVINGS 

AND  LOAN  ASSOCIATION 


A  Wholly-Owned  Subsidiary  <>i  Great  Western  Financiai  Corporation 


9Vfe%  Mortgage-Backed  Bonds,  Series  B,  Due  July  1, 1989 


Price  99.75% 

plus  accrued  interest  from  July  I,  1979 


Copies  of  the  Offering  Circular  may  be  obtained  in  any  State  in 
which  tliis  announcement  is  circulated  only  from  such  of  the  under- 
writers as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 


BIyth  Eastman  Dillon  &  Co. 

Incorporated 

The  First  Boston  Corporation 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


Bache  Halsey  Stuart  Shields 

Incorporated 


Bear,  Stearns  &  Co. 


Salomon  Brothers 

Goldman,  Sachs  &  Co. 
Dean  Witter  Reynolds  Inc. 
Dillon,  Read  &  Co.  Inc. 


Donaldson,  Lufkin  &  Jenrette    Drexel  Burnham  Lambert    E.  F.  Hutton  &  Company  Inc. 

Securities  Corporation  Incorporated 


Kidder,  Pea  body  &  Co 

Incorporated 


Lazard  Freres  &  Co. 
Loab  Rhoades,  Hornblower  &  Co. 
L.  F.  Rothschild,  lTnterberg,  Towbin 


Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Shearson  Havden  Stone  Inc. 


Smith  Barney,  Harris  Upham  &  Co.     Warburg  Paribas  Becker     Wertheim  &  Co.,  Inc. 

Incorporated  A.  ('*.  Keeker 


Oui  components  are  uniquely 
integrated  Timber  Including 
joint  ventures.  2  7  million  acres 
owned,  4  2  under  contract  or 
government  license  Located 
near  our  mills  The  foundation 

Primary  Manufacturing  Trees 
to  pulp,  paper,  lumber  and 
plywood  The  first  generation 

Converting  The  second  gen- 
eration Paper,  lumber  and 
plywood  to  envelopes,  composite 
cans,  corrugated  containers, 
housing  and  cabinets  Adding 
value 

Distributing  Adding  more 
value  By  ferrying  building 
materials  and  office  products 
to  wholesalers  retailers  and 
consumers 

We  re  uniquely  positioned  in 
growing  businesses  We  re  a 
leading  manufacturer  of  business 
forms  paper  newspnnt,  coated 
papers  for  magazines,  composite 
cans  And  were  a  leading  dis- 
tributor of  office  products  and 
building  materials. 
Our  balance  sheet  is  solid  We  re 
able  to  invest  capital  to 
increase  productivity  while  pre- 
serving a  conservative  debt- 
to-equity  ratio,  e  g ,  we  invested 
$1  1  billion  in  1974-1978  and 
reduced  D  E  from  0  77  1  to  0.39:1. 

We  know  where  we're  growing 

Our  planners  and  managers 
have  one  eye  on  the  future,  the 
other  on  the  competition,  and 
our  bluepnnt  reflects  their  vision 
We  know  where  were  growing 

Think  you  might  like  to  grow 
along''  Our  annual  report 
might  just  convince  you  For  your 
copy,  contact  Irv  Liftman. 
Investor  Relations  Manager 
Boise  Cascade  Corporation.  One 
Jefferson  Square  Boise  Idaho 
83728  (208)  384-6326 


Boise  Cascade 
Corporation 


Annualized  Dividend  Rate 


Sales  [millions) 


Booh  Value  pei  Share  Earnings  per  Share 
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It's  a  joke  but 
it  isn  t  funny 


rfORisT  Art  Buchwald  could  have 
n  the  ghostwriter  for  the  OPEC  an- 
ncement  about  oil  over  $20  a  barrel. 
:  announcement  suggested  that 
iC  was  really  playing  a  sort  of  Robin 
>d  act — robbing  the  rich  countries  for 
sake  of  the  poor.  The  organization 

also  thinking  of  establishing  a  new 
rs  agency,  OPECNEWS,  to  spread 
d  of  the  organization's  beneficence. 

wonder  what  an  OPECNEWS  re- 
:er  would  have  made  out  of  the  meet- 
earlier  last  month  of  the  Intemation- 
Monetary  Conference  in  London 
ch  was  attended  by  113  bank  chief 
:utives  from  all  over  the  world.  Bank- 
are  normally  mild  people.  They  don't 

armed  conflict;  it's  bad  for  business, 
if  there  was  a  single  theme  heard  at 
informal  cocktail  parties  and  social 
lerings  at  the  conference  it  was,  in  a 


word,  confrontation.  (As  most  of  us 
know,  this  is  a  euphemism  for  military 
action.)  The  bankers,  confronted  with 
$20  oil,  were  thinking  the  unthinkable. 

Also  in  London,  Chase  Manhattan's 
David  Rockefeller  said  the  world's  pri- 
vate banks  couldn't  much  longer  contin- 
ue to  take  Arab  surpluses  as  deposits  and 
re-lend  them  to  the  poor  countries  being 
bled  white  by  OPEC.  All  the  bankers 
agreed  that  the  nonoil  less-developed 
countries  were  in  bad  shape;  their  exter- 
nal debt  has  risen  from  less  than  $100 
billion  in  1973  to  about  $230  billion  at 
the  end  of  last  year.  This  year  they  will 
need  $40  billion  more.  There  is  no  way 
they  can  close  the  gap  through  additional 
exports.  They  are  virtually  bankrupt.  But 
who  is  going  to  force  foreclosure? 

To  save  the  situation,  bankers  insist 
that  the  World  Bank  and  International 


Monetary  Fund  may  well  have  to  step  in. 
Otherwise  .  .  .  confrontation?  Anyhow, 
that  proposal  for  OPECNEWS  was  the 
first  sign  we've  seen  that  the  petropoten- 
tates  have  a  sense  of  humor. 

And  now  the  good  news.  Forget  what 
you  may  have  read  in  the  newspapers 
about  a  faltering  in  U.S.  exports  during 
May.  The  experts  tell  us  that  the  appar- 
ent decline — from  $13.88  billion  to 
$13.86  billion — was  due  entirely  to  tem- 
porary factors:  Disruption  caused  by  the 
Teamsters  strike  and  the  strength  of  the 
dollar  this  spring  may  have  led  some 
customers  to  hold  off  placing  orders  in 
the  hope  of  lower  prices. 

"Exports  have  been  one  of  the  most 
dynamic  sectors  of  our  economy,  a  fact 
too  little  appreciated,"  says  Ambassador 
Alonzo  L.  McDonald,  deputy  special 
trade  representative.  "Between  1970  and 
1978,  exports  grew  twice  as  fast  as  our 
overall  economy,  by  230%  compared  to 
114%  growth  in  total  GNP." 

Exports  increased  about  33%  between 
the  first  quarter  of  1978  and  the  first 
quarter  of  1979.  From  $42.7  billion  in 
1970,  exports  soared  3^2 -fold  to  $143.6 
billion  in  goods  last  year,  and  since  1973 
exports  have  increased  in  real  terms 
5.2%  annually.  The  outlook  looks  better 
than  ever.  Projects  Frank  Weil,  resigning 
Assistant  Secretary  of  Commerce:  "We 
expect  the  U.S.  economy  to  decelerate 
relative  to  the  economies  of  our  major 
export  markets.  This  should  boost  export 
growth  and  hold  down  import  growth." 

U.S.  agriculture  exports  were  expected 
to  reach  a  record  $32  billion  this  year, 
but  now  the  Agriculture  Department 
says  that's  a  low  estimate.  For  next  year, 
the  Agriculture  Department  projected 
$33  billion  to  $37  billion  in  exports;  now 
they're  saying  that's  conservative,  too. 

"Exports  have  gotten  a  bum  rap,"  says 
Edward  Lee,  president  of  Information 
Handling  Services  in  Denver,  a  company 
which  exports  18%  of  its  products.  "The 
massive  deficit  for  energy  imports  has 
skewed  all  out  of  context  the  solid 
achievements  of  American  industry  in 
terms  of  exports  over  the  last  few  years." 

U.S.  imports  are  estimated  at  $195  bil- 
lion this  year,  compared  with  total  ex- 
ports of  $170  billion.  But,  with  oil  ex- 
cluded, a  small  trade  surplus  has  been 
achieved  in  recent  months  with  non- 
OPEC  nations.  That  is  significant.  More 
significant  than  the  May  slump.  OPEC  is 
forcing  the  U.S.  to  become  export-mind- 
ed. And  that  may  not  be  a  bad  thing.  ■ 


What  export  "lag"? 

The  U.S.  remains  the  world's  largest  exporter,  however  short  it  is 
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Be  especially  careful  buying  a  house  this 
summer.  Interest  rates  are  heading  down, 
but  mortgage  rates  are  stuck  at  their  peak. 

CAN  YOU  SPARE 
A  MORTGAGE? 


By  Ben  Weberman 


Lots  of  women  will 
spend  hours  shop- 
ping for  a  $70  dress 
and  not  begrudge 
the  time.  They  or 
their  husbands  will 
read  books  and  con- 
sult several  maga- 
zines before  spend- 
ing $500  on  a  stereo 
set.  But  when  it 
comes  to  committing  themselves  to  a 
quarter  of  a  century  or  more  of  pay- 
ments with  a  $50,000  or  $100,000 
mortgage,  these  same  people  fre- 
quently won't  bother  to  shop  at  all. 

Most  people  depend  on  the  salesper- 
son who  handled  the  property  to  find 
a  mortgage.  This  may  save  time  and 
effort  but  it  can  be  wasteful. 

Be  especially  careful  if  you  are 
buying  a  house  this  summer.  Interest 
rates  are  heading  down.  Yet  in  most 
places,  mortgage  rates  remain  stuck 
around  the  peak  of  April  and  May. 

Where  people  do  shop — if  they  shop 
at  all — is  usually  on  interest  rates. 
This  makes  sense.  A  lA%  point  differ- 
ence on  a  $100,000,  25-year  mortgage 
can  mean  a  difference  of  $5,250  over 
the  life  of  a  mortgage.  But  there  are 
other  factors  that  you  ought  to  shop 
for  as  well  as  rate. 

Prepayment  privileges  are  quite  im- 
portant. Through  most  of  California, 
the  practice  is  to  impose  a  stiff  penal- 
ty on  the  home  owner  who  wants  to 
prepay  prior  to  final  maturity.  This 
penalty  can  run  as  high  as  six  months' 
interest.  On  a  $75,000  balance  for  a 
debt  with  11%%  interest,  that  can  be 
more  than  $4,000.  In  New  York, 
where  prepayment  practices  are  gen- 
erally lenient,  a  penalty  may  apply 
only  for  the  first  year  or  the  first  five 
years  and  none  thereafter. 

Closing  fees  can  range  from  $1,000 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine 


to  several  thousand  dollars,  depending 
on  lawyer  fees,  title  insurance,  survey, 
etc.  Don't  be  afraid  to  ask  in  advance 
how  much  these  fees  will  be. 

Some  mortgages  can  be  assumed  by 
a  subsequent  purchaser  of  the  house — 
subject  to  credit  approval  by  the  lend- 
ing bank — and  some  can  not. 

One  big  caveat:  In  many  areas 
mortgages  can  be  assumed  but  the 
rate  is  kicked  up  to  the  current  mar- 
ket rate  at  the  option  of  the  lending 
institution. 

Frequently,  the  lender  will  ease  the 
shock  of  an  upward  realignment  of 
the  rate  on  an  assumed  mortgage  by 
setting  a  rate  moderately  below  the 
going  level  on  new  mortgages. 

[ess  Lawhorn,  senior  vice  president 
of  Southeast  Mortgage  Co.  and  last 
year's  president  of  the  Mortgage 
Bankers  Association  of  Florida,  urges 
borrowers  to  shop  around.  "Pick  up 
the  phone  and  call  four  to  six  local 
institutions  asking  about  terms.  In- 
clude commercial  banks,  savings  and 
loan  associations  and,  if  they  exist  in 
your  region,  mutual  savings  banks," 
he  advises.  "The  variety  of  rates  and 
terms  offered  by  different  institutions 
in  the  same  locality — wherever  a 
home  buyer  may  be — is  the  greatest 
in  recent  history.  The  cost  of  a  few 
phone  calls  can  bring  savings  in  the 
thousands  of  dollars,"  adds  Lawhorn. 

In  some  cases,  each  institution  may 
offer  several  types  of  mortgages.  The 
conventional  mortgage  has  no  strings 
attached.  A  mortgage  with  Federal 
Housing  Administration  backing — 
FHA  mortgages — may  be  available 
with  a  ceiling  rate  of  10%  currently. 
Lenders  may  get  around  this  ceiling 
by  charging  additional  cash  at  the 
time  of  closing  of  the  agreement  using 
the  "points"  system.  Three  points  on 
a  $10,000  mortgage  is  $300;  on  a 
$100,000  mortgage,  it's  $3,000.  Some- 
times the  seller  is  asked  to  pay  the 
points  and,  presumably,  adds  that  to 
the  charge  for  the  house.  Know  your 
points. 


Some  institutions  get  funds  from 
state  housing  finance  agencies  for  re- 
lending  in  the  mortgage  market.  Since 
the  agencies  borrow  in  the  tax- 
exempt  market,  a  mortgage  financed 
from  this  source  may  have  a  current 
rate  of  9%.  Perhaps  only  8%.  You 
won't  get  one  without  a  firm  request. 
It  may  require  a  preliminary  call  to 
the  state  agency,  usually  in  the  capital 
city,  to  learn  which  institutions  have 
tax-free  money  to  lend. 

Mortgage  rates  so  far  have  not  fol- 
lowed the  downtrend  in  interest  rates 
that  started  in  mid-May.  In  fact,  Cali- 
fornia mortgage  rates  rose  from  an 
11%  -to- 1 1  '/i  %  range  in  the  spring  to 
11%%  in  May  and  show  no  sign  of 
backing  off  at  midyear.  Wait  until 
year-end. 

The  lenders  think  that  rates  will  be 
easing.  Big  out-of-state  lenders — 
thrifts  and  insurance  companies — are 
making  fourth-quarter  money  avail- 
able at  11%,  even  10%%. 

Meanwhile,  if  you  can  wait,  do. 
Merrill  Lynch  Economics  thinks  that 
conventional  mortgages  will  be  avail- 
able at  10%  to  10'/2%  at  the  end  of 
this  year  and  at  9.5%  in  mid- 1980.  So, 
if  you  can't  wait,  go  for  a  mortgage 
that  permits  prepayment  with  little  or 
no  penalty. 

Declining  interest  rates  may  be  an- 
ticipated by  using  a  variable-rate 
mortgage,  which  federally  chartered 
savings  and  loan  associations  may 
now  offer.  Some  states  also  permit 
variable-rate  mortgages. 

In  California,  where  VRMs  have 
been  tested  since  early  1975,  they 
were  encouraged  by  lenders  when 
rates  were  rising.  Now  that  rates  are 
falling,  you  may  have  to  be  aggressive 
to  find  an  institution  offering  the  vari- 
able-rate instrument. 

Under  Federal  Home  Loan  Bank 
Board  rules,  the  charge  on  VRMs  can 
change  no  more  than  once  a  year  (and 
not  at  all  in  the  first  year)  and  can 
increase  or  decrease  no  more  than 
Vi%  per  year.  The  change  is  dictated 
by  an  index  published  by  the  FHLBB. 
Maximum  allowable  increase  under 
Home  Loan  regulations  is  21/2%  over 
the  initial  rate  but  there  is  no  limit  on 
how  far  rates  may  fall. 

No,  we  won't  see  4.5%  mortgage 
rates  again  soon,  but  the  situation  is 
fluid  enough  that  it  pays  to  retain 
maximum  flexibility.  The  ideal  mort- 
gage would  carry  the  lowest  available 
rate,  be  prepayable  without  penalty 
and  be  transferable  to  a  sound  buyer. 
You  may  not  get  everything  you  want, 
but  you  are  foolish  not  to  try.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$150,000,000 

Honeywell  Inc. 

9%%  Sinking  Fund  Debentures  Due  2009 


Interest  payable  June  15  and  December  15 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

BLYTH  EASTMAN  DILLON  &  CO.  THE  FIRST  BOSTON  CORPORATION 

Incorporated 

GOLDMAN,  SACHS  &  CO.  MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Merrill  Lynch,  fierce,  Fenner  <K-  Smith  Incorporated 

SALOMON  BROTHERS  WARBURG  PARI B AS  BECKER 

Incorporated 

BACHE  HALSEY  STUART  SHIELDS        BEAR,  STEARNS  &  CO.        DILLON,  READ  &  CO.  INC. 

Incorporated 

DREXEL  BURNHAM  LAMBERT     E.  F.  HUTTON  &  COMPANY  INC.     KIDDER,  PEABODY  &  CO. 

Incorporated  Incorporated 

LAZARI)  FRERES  &  CO.    LEHMAN  BROTHERS  KUHN  LOEB    LOEB  RHOADES,  HORNBLOWER  &  CO. 

Incorporated 

PAINE,  WEBBER,  JACKSON  &  CURTIS  SHE  ARSON  HA  YDEN  STONE  INC. 

Incorporated 

SMITH  HARNEY,  HARRIS  UPHAM  &  CO.    WERTHEIM  &  CO.,  INC.    DEAN  WITTER  REYNOLDS  INC. 

Incorporated 

DAIN,  KALMAN  &  QUAIL  PIPER,  J  AFFRAY  &  HOPWOOD 

Incorporated  Incorporated 

June  28, 1979 
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/  have  reduced  the  percentage  of  oil  stocks. 
I  think  the  industry  is  becoming  more  and 
more  subject  to  political  interference. 

UPDATING  THE 
PORTFOLIOS 


By  T.  Howe  Price 


More  has  happened 
to  influence  changes 
in  the  management 
of  my  model  portfo- 
lios since  my  last 
appraisal  in  the  Apr. 
2  issue  of  Forbes 
than  in  any  other 
period  since  I  start- 
ed to  write  my  arti- 
cles for  the  maga- 
zine nearly  two  years  ago. 

Changes  in  the  portfolio.  The  follow- 
ing four  stocks  have  been  eliminated: 
Kerr-McGee  and  UNC  Resources 
were  withdrawn  for  the  present  be- 
cause of  the  uncertainties  about  near- 
term  prospects  for  the  nuclear  energy 
industry.  Emery  Air  was  sold  because 
I  held  only  a  small  amount  and  did  not 
want  to  increase  it  due  to  the  uncer- 
tainties facing  this  industry.  Flexi- 
Van  is  a  highly  speculative  and  cycli- 
cal business,  and  not  suitable  for  long- 
term  investment.  I  have  had  doubts 
about  owning  stock  in  this  company 
for  a  long  while. 

In  my  Apr.  2  article,  I  suggested  that 
investors  who  had  not  previously 
made  commitments  in  Houston  Oil 
&  Mineral  substitute  Frigitronics. 
The  market  action  of  this  stock  has 
convinced  me  that  I  have  made  a  mis- 
take. I  now  have  doubts  and  prefer  not 
to  include  it  in  my  list  for  the  foresee- 
able future.  I  have  not  sold  any  of  my 
Houston  Oil  &  Mineral  and  am  re- 
taining it  in  Group  A. 

I  have  reduced  my  holdings  of 
Dome  Petroleum  because  of  the  spec- 
tacular advance  in  price  of  nearly 
300%  since  August  1977,  plus  the  fact 
that  I  want  to  reduce  the  percentage 
of  my  portfolio  in  oil  stocks.  I  think 
this  industry  as  well  as  the  nuclear 
industry  is  becoming  more  and  more 

T  Rowe  Price,  founder  of  tlx  mutual  fund 
and  investment  counseling  firm  bearing 
name,  is  retired  and  living  in  Baltimore 


subject  to  political  interference. 

I  reduced  my  Tosco  (in  the  alternate 
list),  which  had  a  low  cost  of  23/s,  an 
average  cost  of  3%  and  has  advanced 
to  185/8.  I  plan  to  make  further  sales 
around  current  market  prices. 

In  place  of  the  nuclear  stocks,  I  pur- 
chased Penn  Central  and  Union  Pacif- 
ic, and  have  increased  my  holdings  in 
Magma  Power,  which  is  a  leading  geo- 
thermal  energy  company.  Why  Penn 


Central?  Because  the  new  company  is 
in  energy  (Buckeye  Pipeline),  amuse- 
ment parks  (where  it  is  second  only  to 
Disney)  and  has  very  valuable  real  es- 
tate holdings. 

Gold  stocks  have  been  outstanding 
performers  in  1979  and  particularly 
during  recent  weeks  as  the  price  of 
bullion  advanced  to  an  alltime  high  of 
over  $282  per  ounce.  Earnings  and 
dividends  of  the  gold  stocks  have  been 
increasing  for  over  a  year.  During  the 
first  half  of  1979,  dividends  increased 
an  average  of  88.6%  over  the  same 
period  in  1978.  Market  value  for  the 
gold  stocks  increased  59.3%  for  the 
five  months  of  1979. 

Based  on  these  spectacular  results 
and  the  great  risk  involved,  I  would  no 
longer  purchase  gold  stocks.  Actually, 
in  my  model  portfolio  I  started  to  re- 
duce my  holdings  and  plan  to  sell  ad- 
ditional shares  if  they  advance  much 
higher  during  the  coming  weeks. 

Performance  as  of  June  26  has  been 


T.  Rowe  Price  model  new  era  portfolio 

(inception  8/31/77) 

shares 

Group  A 

company 

price* 

8/31/77 

 June  26,  1979  

market 
price  value 

800 

Castle  &  Cooke 

12'/2 

15V2 

$  12,400.00' 

588 

Dome  Mines 

17 

39 

22,932.00 

1,060 

Dome  Petroleum 

9% 

41% 

44,122.50 

402 

lack  Eckerd 

247/8 

27% 

11,105.25 

563 

EG&G 

17% 

30% 

18,719.75 

1,182 

Fleetwood' 

8»/2 

9,899.25 

261 

Houston  Oil  &  Minerals 

38'/4 

19 

5,122.13 

976 

Harris  Corp2 

26% 

27,938.00 

740 

Hexcel 

13'/2 

18 'A 

14,800.00 

435 

Lowe's  Cos 

23 

16'/2 

7,286.25 

1,176 

Magma  Power 

SVi 

14V2 

19,257.00 

552 

McCormick 

18*4 

14'/4 

8,625.00 

1,212 

Payless  Cashways 

8  V* 

13'/4 

16,968.00 

490 

Perkin-Elmer 

20% 

29% 

14,393.75 

397 

Rite  Aid3 

20 

8,535.50 

816 

Scientific-Atlanta 

12'/4 

22% 

21,114.00 

1,163 

Teleprompter4 

18% 

23,696.13 

263 

Thomas  Betts 

38 

40}/4 

11,210.38 

311 

Waste  Management5 

31% 

10,107.50 

578 

Time  1.575  conv  pfd  B6 

28% 

16,545.25 

575 

Viacom 

17% 

29 

17,034.38 

total  Group  A 

$341,812.02 

change  since  Aug.  31,  1977 

+62.8% 

'Original  investment  $10,000. 

'Bought  luly  1978  at  13'/»  and  Apr.  6.  1979  at  lO'i  as  partial  replacement  for  ESL  and  Emery  Air  Freight 

respectively. 

^Bought  Nov  1977  at  20Vi  as  replacement  for  Alcon  Labs 
'Bought  Apr  1978  at  215/«  as  replacement  for  Sabine 

4Bought  luly  1978  at  1 1  %  and  Apr  6,  1979  at  16Vs  as  partial  replacement  for  ESL  and  Emery  Air  Freight 

respectively 

'Bought  Apr  16,  1979  at  307/s  as  replacement  for  Flexi-Van. 

"Received  Oct.  1978  from  merger  of  American  TV  &  Comm  into  Time  Inc. 
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too  good  to  be  true.  I  have  had  an 
extraordinary  amount  of  good  luck 
and  don't  expect  it  to  last.  The  follow- 
ing table  shows  the  performance  for 
:ach  group  and  the  total  of  the  three 
groups  since  the  inception  of  the  port- 
folio— Aug.  31,  1977 — compared  with 
the  stock  averages: 

Market  performance 


Group  A 
Group  B 
Group  C 
Total  portfolio 


+  62.8% 
+  7.0% 
+  56.1% 
+42.9% 


Stock  indices 

Dow  fones  industrials  -2.8% 

S&P's  500  +5.1% 

NYSE  composite  +9.0% 

Income  six-months  1979 
vs.  six-months  1978 

Group  A  +39.7% 
Group  B  +20.6% 
Group  C  +69.8% 
Stock  indices 

Dow  Jones  industrials  +8.1% 
S&P's  500  +8.9% 

Readers  will  notice  that  Group  B, 
:he  older,  glamour  growth  stocks, 
lave  not  performed  as  well  as  the 
)ther  two  groups.  This  is  easily  ex- 
plained. Thousands  of  institutions 
ind  individual  investors  who  bought 
hese  stocks  at  the  fantastic  levels  of 


have  started  to  reduce  my 
ioldings  in  gold,  and  plan 
o  sell  additional  shares  if 
hey  advance  much  higher 
luring  the  coming  weeks. 


he  late  Sixties  and  early  Seventies  are 
waiting  to  get  out.  In  the  late  Sixties 
nd  early  Seventies  they  sold  at  about 
kvice  their  intrinsic  values.  Those 
/ho  study  technical  market  action 
an  spot  the  resistance  levels  in  these 
tocks  where  heavy  volume  must  be 
bsorbed  by  new  buyers.  A  second 
eason  is  that  the  earnings  growth  for 
jnis  group  was  not  as  good  as  that  for 
vroup  A  and  yet  the  earnings  ratios 
Fere  higher.  So,  why  do  I  include 
pese  older  growth  stocks  in  my  port- 
plio?  Partly  because  I  cannot  predict 
ke  stock  market  and  believe  in  the 
ddest  possible  diversification.  And 
artly  because  I  bought  many  of  them 
mg  ago  and  at  much  lower  prices, 
elling  them  would  subject  me  to  so 

mch  capital  gains  tax  that  the  sale 

ould  not  make  sense.  ■ 


shares 

Group  B 

company 

8/31/77 

 June  26,  1979  

market 
price  value 

580 

Rlack  &  Decker 

]7i/4 

22  % 

$12,905.00 

140 

Burroughs 

71 'A 

69% 

9,747.50 

207 

Digital  Equipment 

48  Vt> 

56 

1 1,592.00 

251 

Walt  Oisnpv 

nan  Lyioiiv.  y 

39% 

34  % 

8,565.38 

162 

Eastman  Kodak 

61% 

58'/2 

9,477.00 

187 

General  Electric 

53% 

49% 

9,279.88 

126 

T-f  p  w  1  p  1 1  _  P  o  p  ]r  o  r  A 

1  IV.  » V  l^ll    A  CI  V.  XV  CI  i  V-* 

79  % 

95% 

12,064.50 

148 

IBM 

67  %t 

72% 

10,767.00 

138 

fohnson  &  Johnson 

72  % 

72% 

9,970.50 

326 

K  mart 

30% 

26% 

8,639.00 

170 

Merck 

58% 

64% 

1 1,007.50 

192 

3M 

52  Va 

56% 

10,800.00 

394 

PepsiCo 

25% 

24% 

9,603.75 

324 

Polaroid 

30% 

31  Vs 

10,084.50 

234 

Revlon 

42% 

46*/4 

10,939.50 

223 

Schlumberger 

44% 

73 

1  /"  'i  "to  f\r\ 

16,279.00 

1 13 

Tpyas  Tnsf mmpnts 

A  L  Ado    1 1  1  i  U  UlllVli  LO 

8  8 1/2 

92  Vs 

10,410.13 

324 

Weyerhaeuser 

307s 

29V2 

9,558.00 

190 

Xerox 

52% 

6IV2 

11,685.00 

total  Group  B 

$203,375.14 

change  since  Aug.  31,  1977 

+  7.0% 

*  Original  investment  $10,000 

shares 

Group  C 

company 

price* 

8/31/77 

 fune  26,  1979  

market 
price  value 

784 

Alico 

12% 

25% 

$20,188.00 

338 

A  MAX 

29% 

39% 

13,308.75 

580 

Anglo  Amer  Gold  Inv 

17'/4 

36% 

21,242.50 

750 

Callahan  Mining 

13% 

18% 

13,781.25 

724 

Campbell  Red  Lakes 

13% 

18% 

13,484.50 

1,212 

Day  Mines 

8% 

13'/4 

16,059.00 

1,454 

East  Driefontein  Gold 

6% 

13% 

19,810.75 

255 

Homestake  Mining 

39'/8 

34% 

8,797.50 

2,162 

Kloof  Gold  Mining 

4% 

13% 

28,646.50 

544 

Newmont  Mining 

18% 

25% 

13,668.00 

401 

Penn  Central7 

18 

7,218.00 

410 

Pittston 

24% 

257s 

10,608.75 

1,403 

Pres  Steyn  Gold 

7Va 

16% 

22,623.38 

296 

Randfontein  Estates 

33% 

505/h 

14,985.00 

615 

Ranchers  Exploration 

16'/4 

16% 

10,224.38 

507 

Rosario  Resources 

19% 

24 

12,168.00 

334 

St  (oe  Minerals 

29% 

30% 

10,270.50 

139 

Union  Pacific8 

67% 

9,382.50 

714 

Vaal  Reefs 

14 

33% 

24,008.25 

487 

West  Driefontein 

2OV2 

44% 

21,732.38 

total  Group  C 

$312,207.89 

change  since  Aug.  31,  1977 

+  56.1% 

total  portfolio 

$857,395.05 

change  since  Aug.  31,  1977 

+42.9% 

Dow  Jones  industrials 

861.49 

837.66 

-2.8% 

Standard  &  Poor's  500 

96.77 

101.66 

+5.1 

NYSE  composit 

e  index 

52.93 

57.67 

+  9.0 

Amex  index 

117.97 

198.91 

+  68.6 

NASDAQ  o-t-c  composite 

100.10 

136.53 

+36.4 

*  Original  investment  $10,000 

'  Bought  Apr  19,  1979  at  19'A  to  replace  UNC  Resources 
»  Added  Apr  2,  1979  at  58'/«  to  replace  Kerr-McGee. 
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DAILY  INTEREST 
INCOME... 

HIGHER  YIELDS... 
AND  CHECK 
WRITING! 


Stock  Comment 


FINANCIAL  DAILY 
INCOME  SHARES,  INC. 

a  no-load  money  market  investment  company 
seeking  high  current  income  consistent  with 
liquidity  and  safety  of  capital 

■  No  sales  charge 

■  Check  Withdrawal  Option 

■  $1,000  initial  investment 

■  $100  subsequent  investment 

■  No  withdrawal  fee 

■  Income  earned  daily,  365  days  a  year 

■  Expedited  wire  withdrawal  privilege 

■  Telephone  Exchange  Option 

■  Withdrawals  are  at  the  then  current  net 
asset  value. 


Call  Free:  1-800-525-9831  in  the  continental  U  S 
Call  779-1233.  in  Colorado 


Financial  Programs,  Inc.  4-FO-2-F202-15 
PO.  Box  2040,  Denver,  Colorado  80201 


Address 
City  


_State . 


__ZiP_ 


For  more  complete  information  about  Financial  Daily  Income 
Shares,  including  management  lee  charges  and  expenses, 
call  or  send  tor  a  prospectus  Read  it  carefully  before  you 
invest  or  forward  funds 


DIAMOND 
INTERNATIONAL 
CORPORATION 


98th  CONSECUTIVE 
YEAR  OF  DIVIDENDS* 

The  Board  of  Directors  of  the  Diamond  Interna- 
tional Corporation  on  June  28,  1979,  declared  a 
quarterly  dividend  of  55c  per  share  on  the  Com- 
mon Stock,  and  30c  per  share  on  the  Series  A 
Preferred  Stock,  both  payable  Aug.  1,  1979,  to 
shareholders  of  record  July  10, 1979. 


'Common  Stock 


GEORGE  PASCALE 
Vice  President-Secretary 


Forest  Products  •  Packaging  &  Printing 
Consumer  Products  •  Building  Materials  & 
Home  Supplies  •  Machinery  Systems 


ENERGY  CONSERVATION 
IT'S  YOUR  CHANCE 

TO  SAVE,  AMERICA 

Department  of  Energy,  Washington,  D  C. 
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The  lesson  to  be  learned  is  plain  and 
simple:  The  dollar  is  a  bad  investment. 

THE  DOW 
AT  400 


By  Heinz  H„  Biel 


This  is  meant  to  be 
neither  a  scare  head- 
line nor  a  prediction 
of  things  to  come.  It 
is  simply  a  state- 
ment of  the  fact  that 
the  Dow  Jones  in- 
dustrial stock  aver- 
age, when  expressed 
in  1967  dollars,  is 
now  below  the  400 
level.  There  has  been  a  rise  of  over 
1 14%  in  the  consumer  price  index  in 
the  past  12  years.  Squeezing  this  per- 
centage of  inflation  out  of  the  Dow 
would  reduce  it  from  about  840  at 
present  to  395. 

Although  no  one  thought  so  at  the 
time,  1967  now  looks  like  the  good 
old  days.  In  that  year  the  Dow  fluctu- 
ated between  a  bigh  of  943.08  and  a 
low  of  786.41,  averaging  about  865. 
Earnings  that  year  on  the  Dow  were 
only  43.87.  This  compares  with 
124.10  for  the  past  12  months,  an 
increase  of  130%,  or  somewhat  better 
than  the  rise  in  the  consumer  price 
index.  Dividends,  however,  rose  by 
only  about  75% ;  they  failed  to  match 
the  advance  in  the  CPI. 

If  you  think  that  things  will  be  bet- 
ter in  the  1980s,  you  had  better  get  rid 
of  any  illusions  you  may  have  on  that 
score.  We  have  no  reason  to  believe 
that  the  average  annual  inflation  rate 
will  be  lower  in  the  coming  decade 
than  it  has  been  in  the  past  dozen 
years.  By  1990  your  1967  dollar  may 
be  worth  only  20  cents! 

This  is  a  discouraging  prospect,  but 
as  long  as  our  politicians  and  all  too 
many  economists  and  financial  writ- 
ers put  the  blame  for  inflation  on  ris- 
ing prices,  confusing  cause  and  effect, 
there  is  little  hope  for  improvement. 
The  price  explosion  in  petroleum 
products  now  provides  a  welcome 

Heinz  H.  Biel  is  a  vice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott 


alibi  for  those  whose  actions  and  poll 
cies  have  been  causing  this  inflation 
Even  if  a  product  is  as  all-pervasive  as 
oil,  a  steep  rise  in  its  price  becomes 
inflationary  only  if  there  is  no  corre 
sponding  decrease  in  discretionary 
spending  on  other  goods  and  services 
But  this  we  don't  have  the  guts  to  do 
It  would  lower  our  cherished  high 
standard  of  living.  So  we  print  the 
money  or  create  the  necessary  buying 
power  via  the  credit  route,  believing 
that  we  can  have  the  cake  and  eat  it, 
too,  as  we  have  been  doing  all  along. 

The  lesson  to  be  learned  is  plain  and 
simple:  The  dollar  is  a  bad  invest 
ment.  Of  course,  it  can't  be  avoided 
altogether.  Families  still  have  to  have 
life  insurance  for  protection  and  ev 
eryone  needs  some  liquid  reserves  ta 
cover  unforeseen  contingencies.  Be 
yond  that,  however,  dollar-denomi 
nated,  long-term  investments  offei 
nothing  but  an  assured  loss.  To  any 
one  who  is  also  subject  to  income 
taxes,  there  are  no  redeeming  features 
whatsoever. 

In  that  respect,  common  stocks  are 
far  superior.  To  be  sure,  stocks  are 
"risky."  Prices  do  fluctuate,  but  they 
do  so  in  both  directions,  and  at  this 
juncture,  with  "the  Dow  at  400,"  1 
regard  the  long-range  upside  potentia 
as  far  greater  than  the  near-term 
downside  risk.  Even  if  we  make 
allowances  for  a  severe  recession 
stocks  are  really  incredibly  cheap  anc 
offer  by  far  the  best  investment  value 
for  your  steadily  depreciating  dollar. 

Despite  the  fact  that  earnings  easily 
kept  pace  with  the  rise  in  the  con 
sumer  price  index,  the  past  record  ol 
the  Dow  Jones-type  stocks  as  an  infla- 
tion hedge  is  not  good.  That  has  to  be 
attributed  largely  to  the  depressing  ef 
feet  of  high  interest  rates  (caused  by 
inflation)  on  the  price/earnings  ratios 
of  equities.  This  process  has  probably 
run  its  course  by  now  with  the  P/E  o; 
the  Dow  down  from  16  in  1967  to  less 
than  7  at  present. 

I  don't  think  that  there  is  any  par 
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ticular  stock  group  that  is  especially 
well  positioned  to  serve  as  an  infla- 
tion hedge.  It  certainly  was  not  this 
specific  quality  that  propelled  casino 
stocks  or  energy-related  issues  into 
the  performance  limelight  in  recent 
months.  Logically,  it  would  seem  that 
companies  with  large  tangible  assets 
would  offer  the  best  protection 
against  inflation  but  it  does  not  neces- 
sarily work  that  way,  as  holders  of 
most  REITs  and  mining  stocks  have 
found  out.  As  a  result  of  having  ob- 
served the  investment  scene  for  a 
good  many  years,  it  is  my  belief  that 
the  quality  and  quantity  of  the  gray 
matter  in  the  heads  of  management  is 
and  will  always  be  the  decisive  factor. 

It  is  elementary  that  any  slowdown, 
and  certainly  a  real  recession,  will 
have  a  decidedly  negative  impact  on 
the  construction  industry.  This  being 
the  case,  it  would  seem  to  me  that 
prices  of  such  stocks  are  already  dis- 
counting much  of  the  possible  adver- 
sity that  may  occur  later  this  year  or 
next.  I  am  thinking  of  companies  like 
Weyerhaeuser,  Georgia  Pacific  or  Louisi- 
ana Pacific,  with  their  large  holdings 
of  timberland,  the  one  great  natural 
resource  that  constantly  renews  itself. 
I  also  have  a  strong  liking  for  Jim  Wal- 
ter, which  has  a  truly  remarkable  rec- 
ord of  steady  growth  that  was  only 
slowed  down,  but  not  interrupted,  in 
the  previous  recession. 

Although  the  average  automobile 
may  not  use  much  more  than  500 
gallons  of  gas  a  year,  motoring  is  get- 
ting relatively  far  more  expensive 
than  it  has  been  in  the  past.  I  can't  see 
much  of  a  glow  in  the  future  of  GM  or 
Ford  and  do  not  recommend  their  pur- 
phase,  even  though  they  appear  great- 
ly underpriced.  Even  cyclical  stocks 
mist  have  an  element  of  growth  to 
merit  consideration  for  long-term  in- 
vestment. The  above-average  yield 
ihould  warn  you,  not  attract  you. 

Capital-gains-oriented  investors  al- 
vays  reach  for  another  budding  IBM 
in  Xerox  or  Polaroid,  but  the  casualty 
ate  among  the  young  companies, 
vhether  they  be  in  new  technologies 
in  other  fields,  has  always  been 
igh.  Just  look  at  Amdahl,  a  fine  cora- 
any  whose  growth  has  been  spectac- 
lar.  When  assets  and  sales  reached 
he  multi-hundred-million-dollar  lev- 
1,  Amdahl  was  presumed  to  have  "ar- 
ved."  Yet  the  stock  plunged  nearly 
0%  from  last  year's  high  for  more  or 
:ss  the  same  reason  that  caused  only 
minor  dip  in  IBM.  It's  the  usual 
uestion:  Do  you  want  to  eat  well  or 
eep  well?  ■ 


Should  you  be  buying  or 
selling  these  stocks  now? 

Find  out  in  these  new  United  Reports 

Gambling  Stocks 

Facts,  figures,  analysis,  appraisal  of  risk,  and  specific  advice 


Bally  Golden  Nugget 

Caesars  World  Harrah's 
Del  Webb      Hilton  Hotels 
Gen.  Inst.      Holiday  Inns 
Showboat 


MGM 
Playboy 
Ramada  Inns 
Resorts  inf! 


75  Utility  Stocks 

Facts,  figures,  appraisal  of  risk,  and  specific  advice 


Allegheny  Pwr 
Am  Ele  Pwr 
Ariz  Pub  Ser 
Atlantic  City 
Bait  G  &  E 
Boston  Ed 
Carolina  Pow 
Cent  III  PS 
Cent  La  En 
Cent&  SW 
Cent  Maine 
Cinci  G  &  E 
Cleveland  El 
Com  Ed 
Consol  Ed 
Consumers  Pwr 
Dayton  P  &  L 
DelmarvaP&L 
Detroit  Ed 


Duke  Pwr 
Duquesne  Lt 
Eastern  Util 
Fl  Pwr 
Fl  PwrLt 
Gen  Pub  Util 
Gulf  States 
Hawaiian  Elec 
Houston  Ind 
Idaho  Pwr 
Illinois  Pwr 
Indianapolis  P&  L 
Kansas  City  P  &  L 
Kansas  P  &  L 
Kentucky  Util 
Long  Island  Lt 
Louisville  G&  E 
Middle  South 
Montana  Pwr 


New  Eng  Elec 
New  Eng  G  &  E 
N  Y  State  El 
Niagra  Mohawk 
Northeast  Ut 
North  Ind  Pub  Sv 
No  States  Pwr 
Ohio  Ed 
OklaG&E 
Pacific  G  &  E 
Pacific  Pwr  &  L 
Penn  Pwr 
Phila  Elec 
Portland  Gen  El 
Potomac  Elec 
Pub  Ser  of  Col 
PubSerE&G 
Pub  Ser  Ind 
P  S  New  Hamp 


Puget  Sound 
P  S  New  Mex 
Rochester  G  &  E 
SanDiegoG&E 
So.  Calif  Ed 
So.  Carolina 
Southern  Co 
Southwest  Pub  Ser 
Tampa  Elec 
Texas  Util 
Toledo  Ed 
Tucson  G  &  E 
Union  Elec 
Utah  Pwr&Lt 
Virginia  E  &  P 
Wash  Water  Pwr 
Wisconsin  Elec 
Wisconsin  P  S 
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Plus  a  Full  8-Week  Subscription  to  United  Reports 
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Stock  Market  and  Business  Information. 
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Forbes 

Classified 

appears  in 
the  first 
issue 
of  every 
month. 

Look  for  it 

in  the 
upcoming 

issue. 

For  rates 
and  other 
information 
on  FORBES 
CLASSIFIED 
call 

Sarah  Madison 
(212)  620-2371 

Forbes: 
Capitalist 
Tool 


The  country,  like  John  Wayne,  has  snarled 
at  inflation:  "You  s.o.b.,  Vm  going  to  get 
you  by  spending  everything. " 

MACHO 
INVESTING 


■ 


By  Martin  T.  Sosnoff 


Whkn  John  Wayne 
checked  out  for  the 
great  barn  in  the 
sky,  the  country  ac- 
knowledged that 
this  fabulous  stand- 
in  for  the  Marlboro 
man  was  more  than 
an  actor.  He  had 
touched  the  nation- 
al consciousness 
just  as  had  Teddy  Roosevelt  when  he 
charged  up  San  luan  Hill.  The  myth 
that  physicality  and  self-reliance  mow 
down  anything  in  sight  is,  after  all, 
the  American  dream.  The  guys  in 
white  hats  always  outlast  the  guys  in 
black  hats. 

H.G.  Wells,  writing  about  post-Vic- 
torian England,  called  it  an  epoch  of 
badly  strained  optimism.  And  so  it 
was  through  the  past  decade  on  Wall 
Street.  In  the  fabulous  Sixties,  some  of 
us  came  to  work  in  helicopters  and 
sported  pointed  cowboy  boots  and 
$100  Stetsons.  (It  was  hard  to  pay 
more  for  a  hat  in  those  days.)  With 
boots  on  the  desk,  we  pontificated  to 
clients  that  our  list  of  goods  would 
clock  2%  to  3%  a  month.  Airlines, 
semiconductors,  jet  aircraft  and  color 
television  were  exploding,  not  to 
mention  xerography  and  birth-control 
pills.  Quarterly  earnings  invariably  ex- 
ceeded the  consensus  forecast  and 
price/earnings  ratios  mushroomed. 
Everyone  looked  like  a  hero,  until 
stocks  became  overpriced. 

It  took  the  washouts  of  1969-70  and 
1973-74  to  purge  the  ranks  of  stock 
market  operators.  Many  switched 
back  to  white  shirts  and  ties — the 
cowboy  boots  thrown  back  into  the 
closet.  Some  of  the  most  successful 
counseling  firms  today  are  run  by  for- 
mer hedge  fund  operators  who  early 

Martin  T  Sosnoff  is  chairman  of  Aialanta 
Capital  Corp  ,  Sew  York,  and  the  author  of 
Humble  on  Wall  Street. 


hi 


le 


on  understood  that  the  capacity  to 
conceptualize  jet  aircraft  as  the  pack 
aging  of  incremental  seats  worked 
only  so  long  as  order  books  fattened 
and  price/earnings  ratios  expanded. 

Since  the  investor  was  operating  in 
a  hostile  investment  universe  the  past 
ten  years,  all  the  marshaling  of  facts 
and  all  the  technological  discoveries 
could  not  save  him  from  mediocre 
performance.  Interest  rates  rose  anc 
stock  valuations  eased.  The  great 
practitioners  of  leverage  learned  to 
hide  under  their  desks  or  put  out  more 
shorts.  Meanwhile,  the  white-collarec 
cowards  at  the  banks  grew  tired  ol 
being  called  old  maids  by  their  clients 
Equity  ratios  for  them  worked  stead- 
ily higher.  By  the  end  of  1972  the 
Morgan  Guaranty  Trust  was  almost 
80%  invested  in  equities  and  about 
half  of  the  80%  was  concentrated  in  a 
handful  of  growth  stocks  yielding  1% 
and  selling  at  30-odd  times  earnings 
"Duck,  John  Wayne,  the  Indians  hole 
the  high  ground." 

The  Morgan  could  have  gotten 
away  with  it  if  price/earnings  ratios 
had  held  up,  but  they  didn't.  Instead, 
it  spent  the  past  five  years  trying  to 
hold  on  to  its  clients'  $25  billion  in 
assets,  diversifying  portfolios  and  ac 
tually  reducing  equity  exposure  more 
from  a  market  haircut  than  direct  sell 
ing.  The  rest  of  the  money  manage 
ment  industry  dove  for  cover  in  lowei 
risk  tolerances.  Banks  admitted  they 
had  overstayed  the  party  and  prom 
ised  clients  they  had  learned  their  les 
son.  Lower  equity  profiles,  market 
timing,  flexibility — buzzwords  multi 
plied   along   with   three-color  flip 
charts.  Today,  the  majority  of  big 
money  pools  is  comfortably  nested  al 
a  50%  equity  exposure,  maybe  30%  in 
bonds  and  20%  in  cash.  Where  are  the 
John  Waynes  of  the  business? 

The  market  never  does  what  yot 
ask  of  it.  Just  as  the  guys  in  cowbo> 
boots  got  marked  down  for  their  over 
conceptualizations  of  growth  stories 
ten  years  ago,  the  cowardly  lion  mon 
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managers  the  past  few  years  have 
en  chewed  up  by  their  new  conser- 
tism.  Bonds  were  a  losers'  game 
er  the  past  two  years,  and  the  big 
pitalization  growth  stocks — a  few 
ceptions  like  Schlumberger  and  Su- 
dor Oil  aside — did  nothing  but  ex- 
nd  the  base  of  their  ten-year  charts, 
w  are  higher  than  in  1968.  It's  one 
ing  to  be  shot  for  being  a  wolf,  but 
be  shot  for  being  a  sheep! 
The  country,  like  John  Wayne  in  his 
nfights  with  the  guys  in  biack  Stet- 
ns,  has  snarled  at  inflation:  "You 
).b.,  I'm  going  to  get  you  by  spend- 
g  everything."  This  is  the  Me  de- 
de  and  we're  about  spent  out.  After 
uring  France,  where  gas  is  the 
uivalent  of  $2.50  a  gallon  and  the 
AWs  and  Mercedes  zip  by  on  the 
toroute  at  180  kilometers  an  hour,  I 
i  convinced  that  nothing  short  of 
tioning  or  taxing  gas  guzzlers  to 
ath  will  reduce  our  oil  dependency. 
The  Arabs  have  given  us  a  great  gift. 
(ie  price  escalation  on  oil  this  year  is 
e  equivalent  of  a  $20  billion  tax 
crease  and  maybe  2  points  on  the 
te  of  inflation.  The  country  sits 
jolside  rather  than  wheeling  toward 

ir  regional  shopping  mall.  Adultery 
off  55%  in  Beverly  Hills  and  retail 

es  adjusted  for  inflation  are  down 
%  of  late.  Sometime  in  1981,  the 
idemicians  will  pinpoint  the  onset 

I  recession.  For  me  it  started  with 
e  late  May  collapse  in  new-car  ten- 
/  selling  rates. 

l)ver  the  past  few  years  institution- 
pplayers  have  pumped  a  very  thin 
am  of  cash  into  equities.  In  recent 
jarters  this  has  slowed  to  a  trickle, 
haps  10%  of  cash  flow,  compared 
;h  a  ten-year  average  of  about  50% . 
ielined  institutional  cash  is  pegged 
I'where  from  $50  billion  to  $100 
ion,  depending  upon  what  you  be- 
'e  these  players  will  define  as  a 
tally  acceptable  bond/equity  mix. 
there  are  you,  Duke?" 
he  enormity  of  sidelined  cash  ob- 
usly  can  make  it  just  as  difficult  to 
into  the  market  as  it  has  been  to 
(out.  If  anything,  time  must  start  to 
Irk  for  the  bulls,  and  it  raises  the 
jstion  of  implementation.  Stock 
iket  behavior  in  recent  cycles 
ws  the  bottoming  process  congeal- 
j  many  months  after  the  onset  of 
i  ssion.  This  time,  it  may  not  work 

II  that  way.  The  starter's  gun  could 
lit  off  prematurely — there  are  too 
kiy  entries  for  this  next  marathon.  I 
liit  be  bullish.  Next  column  is  all 
I  it  how  to  play  the  recession.  Ride 
If  cowboy!  ■ 
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Consumers  rebelled  at  the  high  cost  of  beef 
and  tamed  the  strong  bull  market  in  cattle. 

GOOD  NEWS  FOR 
BEEF  LOVERS 


By  Stanley  W.  Angrist 

"Just  what  do  you 
plan  to  do  with  that 
chain  saw?"  asked 
the  speculator  with 
a  tinge  of  fear  in  his 
voice.  The  saw  bit 
into  the  limb  the 
speculator  was 
standing  on. 

Speculators  who 
were  long  in  cattle 
contracts  in  recent  weeks  will  know 
how  that  poor  fellow  felt.  The  August 
cattle  contract  reached  77  cents  per 
pound  in  late  April  and  then  in  the 
next  six  weeks  touched  66  cents  per 
pound,  being  interrupted  on  the  way 
down  by  only  a  single  weak  rally  in 
mid-May. 

What  tamed  this  strong  bull  mar- 
ket? Mostly,  it  had  to  do  with  con- 
sumers who  took  one  look  at  $4.50- 
per-pound  steak  and  $2-per-pound 
hamburger  and  decided  they  could 
live  without  both.  Cattle  feeders  who 
had  been  moving  their  finished  ani- 
mals at  astounding  prices  found  that 
packers  were  no  longer  forming  lines 
at  their  feedlots  to  buy.  As  cattle 
backed  up,  prices  started  to  fall. 

It  now  appears  that  the  liquidation 
phase  of  the  four-year  cattle  cycle  has 
ended.  Producers  are  culling  fewer 
cows  and  retaining  large  numbers  of 
heifers  or  young  cows.  In  the  first  half 
of  1978,  placement  of  animals  onto 
feedlots  was  sustained  by  movement 
of  heifers  onto  feed.  Cattle  producers 
wanted  to  cut  the  size  of  their  herds 
in  the  face  of  prices  that  producers 
considered  unprofitable.  Market  re- 
ceipts data  show  that  heifers  account- 
ed for  about  one-third  of  the  feeder 
cattle  total  during  the  winter  quarter 
of  1978.  This  winter,  heifers  account- 
ed for  only  one-fourth  of  the  total  re- 

Stanley  W  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  the  auttx>r  of  Sensible 
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ceipts.  The  message  is  clear:  The  herd 
rebuilding  process  is  under  way. 

Probably  more  significant  is  the 
likely  increase  in  the  cow  herd.  The 
U.S.  Department  of  Agriculture  re- 
ports that  slaughter  of  cows  during 
the  first  quarter  of  1979  was  down 
30%  from  a  year  ago  and  that  similar 
reductions  will  probably  be  main- 
tained for  the  entire  year.  The  Jan.  1, 
1980  cow  inventory  could  exceed  49 
million  head,  while  at  the  same  time, 
the  total  cow  and  calf  population 
could  be  as  high  as  1 13  million  head.  If 
these  projections  turn  out  to  be  cor- 
rect, it  would  mark  the  first  time 
since  1975  that  a  January  head  count 
would  be  greater  than  that  of  the  pre- 
vious January.  On  Jan.  1,  1979  total 
cattle  and  calves  in  the  U.S.  numbered 
1 10.9  million  head. 

It  seems  likely  now  that  large  sup- 
plies of  red  meat  and  poultry  will  be 
available  to  consumers  during  the  re- 
mainder of  1979.  If  so,  per-capita  con- 
sumption could  equal  or  exceed  that 
of  the  same  period  last  year.  It  is  also 
clear  that  the  higher  price  that  beef 
commands  should  cause  a  decrease  in 
the  fraction  of  total  meat  consump- 
tion that  is  beef.  Per-capita  beef  con- 
sumption in  1979  is  expected  to  be 
only  about  1 1 1  pounds,  which  is  7% 
less  than  1978  and  the  lowest  figure 


since  1973's  109.6  pounds.  (The  high 
was  reached  in  1976  at  129.3  pounds 
Pork  production  is  expanding  an 
consumers  will  turn  to  it  in  substan 
tial  numbers  because  of  its  relatively 
attractive  price.  Broiler  production 
should  be  about  8%  above  record-high 
1978  levels.  Turkey  production  wag 
up  between  20%  and  25%  in  the  first 
half  of  1979. 

In  recent  weeks  heavier  average 
slaughter  weights  of  cattle  coming  oft 
feedlots  added  burdensome  tonnage  a 
a  time  when  price  levels  were  vulner 
able  due  to  slackened  demand.  Fur 
thermore,  most  retailers  were  not  in 
clined  to  cut  beef  prices  except  foi 
occasional  feature  sales. 

The  sharp  drop  in  feed  cattle  price 
cooled  the  ardor  of  feedlot  operator: 
to  buy  replacement  cattle  at  any  price 
This  lack  of  passion  has  dipped  feedei 
cattle  futures  prices  by  as  much  as  2C 
cents  per  pound  (from  a  high  of 
cents)  on  the  nearby  contracts. 

But  beware,  this  cattle-on-feed  re 
port  should  not  be  read  as  a  paean  tc 
the  bears.  There  are  still  fewer  cattl 
on  feedlots  this  June  1  than  last  Jun 
1.  Marketings  are  less  this  year  thai 
they  were  a  year  ago,  not  because  o 
decreased  supply  but  because  feedlot 
are  turning  their  cattle  over  monlsc 
slowly.  Once  these  over-finished  cat 
tie  now  on  the  lots  are  worked  off  ant 
the  traditional  increase  in  demand 
felt  in  the  fall,  cattle  prices  are  like 
to  stabilize. 

This  situation  can  be  played  mos 
safely  by  a  long  December/short  Apri 
spread  put  on  with  April  selling 
least  at  a  300-point  premium  to  De  iar 
cember.  I  would  risk  no  more  thaj 
100  points  ($400  per  spread)  from  m 
entry  position.  The  spread  could  go  t 
even  money.  The  margin  on  a  cattl 
spread  is  about  $600,  with  a  rounc  i| 
turn  commission  of  about  $62.  ■  b 


al 

<  . 

■J 


l  :o 


ipe 


On  the  hoof 

The  June  12  US  DA  monthly  U.S.  Cattle  ft  Calves  on  Feed  Report  for  seven 
Important  states  showed  that  slaughter  in  the  early  summer  will  probably  be 
sufficienUy  high  to  Impede  any  near-term  price  recovery. 

Five-year 
average 

1978 

1979 

1979  as  % 
five-year 
average 

of 

1978 

(in  thousands  of  head] 

On  feed,  May  1 
May  placements  on  feed  lots 
Total  supply 

7,302 
1,552 
8,854 

7,861 
2,030 

$,m 

7,668 
1,851 
$,519 

105% 

111 

107 

98% 

85 

96 

May  marketings 
Other  disappearances 

1,470 
172 

1,673 
205 

1,603 
218 

109 
127 

96 
106 

Total  disappearances 

1,642 

1,878 

1,821 

111 

97 

On  feed,  June  1 

7,212 

8,013 

7,698 

107 

96 
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Psy  ching  The  \  Iarket 


\  new  disease,  born  of  desperation,  recent- 
ly afflicted  investors.  The  bout  was  brief, 
mt  alarming. 

MONSANTO  - 
MAMA 


By  Srully  Blotnick 

_           j  What  is  it  going  to 

i^^flkfc  take    tor  investors 

^fiPOTflB  sitting  on 

W  healthy  pile  ot  cash 

S  *  V^^T  to  start  spending  it 

v    -^LjS  on  quality  stocks  be- 

""^SP  fore  a  sharp  decline 

-^SP^^fc  111     interest  rates 

I              I  forces  them  finally 

I  V^Lfl    I    to  do 

Recently  we  were 
fforded  an  answer  to  that  question. 
\n  event  occurred  that  reveals  with 
mazing  clarity  the  dominant  under- 
ying  forces  currently  at  work  in  the 
narket.  In  my  last  column,  I  de- 
cribed  the  two  conflicting  pressures 
hat  were  influencing  investors.  The 
|uestion  that  was  tormenting  inves- 
brs  then — and  still:  What  to  do  to 
Irotect  their  capital  from  the  steady, 
-ightening  erosion  of  inflation? 
ihould  they  hold  tight  and  wait  for 
:ower  stock  prices?  Or  should  they 
peculate  boldly  to  try  catching  the 
|andful  of  stocks  that  are  moving  in 
pis  otherwise  directionless  market? 
\  Much  to  my  surprise,  I  discovered 
jiat  many  of  the  investors  I  survey 
be  trying  to  do  both  at  once.  Instead 
if  choosing  either  one  or  the  other, 
aiey  are  trying  to  do  a  certain  amount 
each,  simultaneously — playing  it 
iie  and  gambling  recklessly, 
j  By  and  large,  the  reckless  gambling 
lis  been  restricted  to  small,  specula- 
lye  stocks  or  to  takeover  prospects, 
ny  original  question  was:  What  will 
l.take  to  get  investors  to  start  mov- 
jg  their  cash  into  big  quality  stocks? 

The  events  of  the  week  of  June  18, 
|  '79  provide  us  with  an  answer. 
JlOn  Monday,  June  18,  the  market  (as 
lleasured  by  the  Dow)  fell  4  points 
II  d  the  stock  of  Monsanto  fell  seven- 

hhths  of  a  point  to  47%  on  35,000 
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shares.  Nothing  out  of  the  ordinary 
there.  The  action  of  Monsanto  was 
largely  what  you'd  expect,  given  the 
weak  market  that  day. 

On  Tuesday,  June  19,  however, 
there  was  an  outbreak  of  Monsanto- 
mania — a  rush  by  investors  to  buy  the 
stock  as  if  it  were  heading  straight  to 
100  and  any  price  less  than  60  were 
the  equivalent  of  an  outrageous  give- 
away. Although  the  market  closed  un- 
changed for  the  day,  Monsanto 
jumped  25/8,  moving  from  4 7 'A  to 
49%  on  only  85,000  shares. 

On  Wednesday,  June  20,  Monsanto- 
mania  reached  epidemic  proportions. 
Once  again,  although  the  market 
closed  unchanged,  Monsanto  leaped 
upward,  gaining  4-Vi  points  on 
200,000  shares. 

Why  did  the  stock  soar  7%  points 
in  two  days  when  the  general  market, 
with  which  it  usually  moves,  stood 
still?  What  is  astonishing  is  this:  Not 
one  of  the  investors  I  follow  who 
bought  the  stock  during  those  two 
days  knew.  Nor  did  they  care.  All  they 
were  concerned  about  was  that  Mon- 
santo had,  as  one  put  it,  "come  alive." 

Of  the  investors  I  track,  29  bought 
the  stock  on  Tuesday  and  especially 
on  Wednesday.  Their  purchases  to- 
taled 4,236  shares,  an  average  of  ap- 
proximately 146  shares  per  person  at 
an  average  price  of  527s.  These  29 
people  constitute  only  2'/2%  of  my 
sample.  So  at  first  glance  it  may  seem 
to  have  been  just  a  minor  bit  of  crazi- 
ness,  a  fad  that  consumed  a  small 
number  of  people. 

Yet  the  fact  remains  that,  had  more 
people  known  about  the  surge  in 
Monsanto,  they  would  gladly  have 
participated.  Almost  one-third  of  the 
investors  I  called  told  me  that  had 
they  not  been  too  busy — doing  their 
work — to  notice  what  was  going  on, 
they  also  would  have  "joined  in,"  if 
the  "story"  was  a  good  one. 

Even  without  a  story,  however,  the 
majority  of  investors  I  spoke  with  on 
Wednesday  afternoon  and  evening 
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were  distressed  to  have  missed  out  on 
the  move  and  said  they'd  consider 
"getting  aboard"  on  Thursday.  "May- 
be it's  being  taken  over,"  was  a  com- 
mon comment.  (The  fact  that  such  an 
acquisition  would  be  the  largest  ever, 
requiring  well  in  excess  of  $2  billion, 
was  ignored.)  What  they  found  par- 
ticularly intriguing  was  the  fact  that  a 
$5  billion  (sales)  company  on  the  New 
York  Stock  Exchange  was  acting  like 
a  $50  million  company  on  the  Ameri- 
can Stock  Exchange.  "I'd  much  rather 
play  Monsanto  than  some  doggy 
stock,"  said  one  gleefully. 

Well,  as  it  turns  out,  the  party  was 
over  before  most  guests  on  the  list  got 
their  invitations.  On  Thursday,  the 
stock  plunged  4'/2  points  on  317,000 
shares  in  response  to  an  announce- 
ment by  the  company  on  Wednesday 
after  the  market  had  closed,  that  it 
needed  another  two  or  three  years  to 
test  a  cancer  drug  it  has  been  working 
on.  (It  was  the  release  of  that  informa- 
tion that  allowed  me  to  make  my 
survey.  I  knew  then  the  jig  was  up  and 
that,  the  following  day,  the  stock 
would  be  down.  I'd  not  have  risked 
making  an  already  bad  situation 
worse  by  accidentally  touting  the 
stock.  The  investors  in  my  sample  are 
having  enough  trouble  without  my 
adding  to  their  load.) 

My  Monsanto  investors  are  still  sit- 
ting with  their  hastily  acquired  stock. 
Although  the  upside  and  the  down- 
side volumes  were  of  comparable 
magnitude,  the  buyers  and  sellers 
weren't  the  same  people.  The  plung- 
ers were  left  holding  the  bag. 

There  is  something  highly  unusual 
about  a  Dow-type  stock  that  soars 
almost  7'/2  points  on  a  mere  300,000 
shares  in  two  otherwise  dull  days  for 
the  market  as  a  whole.  That's  not  a 
rally.  It's  a  panic.  One  you  need  to 
prevent  yourself  from  being  party  to. 

What  got  Monsanto  moving  in  the 
first  place  was  a  report  that  it  was 
considering  closing  its  money-losing 
European  nylon  business,  which  has 
run  up  $70  million  in  losses.  The  an- 
nouncement caused  a  minor  uptick 
that  suddenly  snowballed  as  itchy  in- 
vestors jumped  in  without  knowing 
or  caring  why.  I  find  this  alarming.  I 
have  nothing  against  Monsanto  as  an 
investment,  but  shooting  at  anything 
that  moves  is  a  hell  of  a  way  to  buy 
stocks.  Desperation,  however  under- 
standable it  may  be  during  a  pro- 
longed period  of  galloping  inflation,  is 
no  substitute  for  a  careful  and  sober 
value  analysis  of  the  stocks  you 
choose  to  buy.  ■ 
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Financial  Strategy 


If  the  bullion  market  moves  enough  for  the 
speculators  to  make  real  money,  the  boiler- 
room  boys  may  fold  their  tents  and  vanish. 

A  NEW  SCAM  IN 
COMMODITIES 


Handsome 

slip  cases 
that  hold 
a  full  year 
of  Forbes 


You  can  stop  Forbes  getting  limp, 
dog-eared  or  lost  by  keeping  your 
copies  in  this  sturdy  slip  case— big 
enough  to  hold  a  year  of  Forbes 
magazines. 

Crafted  by  hand,  the  case  is  bound 
in  black  grained  simulated  leather 
with  a  contrasting  red  spine.  The 
Forbes  title  is  boldly  embossed  in 
gold.  Enough  gold  transfer  foil  is 
included  for  adding  the  volume  and 
year  you  wish. 

To  order,  fill  in  and  return  the  form 
below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 

Please  send  me  Forbes  Slip  Cases.  My 

check  for  is  enclosed. 

Prices:  $4.95  each,  3  for  $14,  6  for  $24. 
(Postage  and  handling  included.) 
Orders  outside  U.S.,  add  $1  per  case  for 
postage  and  handling. 

Name  .  

(please  print) 
Address  

City  State  Zip  

Please  allow  3  to  4  weeks  for  delivery. 
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By  John  Train 

If  you  pick  up  your 
±  phone  and  an  un- 
[A  known  persuasive 
Itw  voice  starts  suggest- 
*^  mg  "forward  deliv- 

.h  ery    contracts"  in 

-^*,M  commodities  as  the 
latest  risk-free  infla- 
^^^P^^^k  tion    hedge,  don't 

W  ^fl  |  hang  up.  Listen  at- 
^ — tentively.  Take- 
down all  the  information  you  can:  the 
caller's  name,  his  company's  name 
and  business  address,  the  exact  nature 
of  the  deal,  the  promises  he  makes, 
and  so  on.  Ask  for  literature. 

Do  not,  however,  send  any  money. 
Instead,  report  the  details  to  the  Com- 
modities Futures  Trading  Commis- 
sion. Leverage  contracts  in  precious 
metals,  principally  gold  and  silver, 
have  succeeded  diamonds  in  the  end- 
less procession  of  boiler-room  scams 
(see  my  columns  of  May  29,  1978  and 
Sept  18,  1978).  Many  of  the  same  art- 
ists are  once  again  at  work,  some  with 
links  to  organized  crime. 

These  "limited-risk  forwards,"  "de- 
ferred delivery  contracts,"  or  "for- 
ward delivery  contracts"  commit  you 
to  buying  a  fixed  amount  of,  say,  gold 
at  a  future  date  for  a  set  price.  The 
sellers  of  the  contracts  often  almost 
guarantee  that  in  the  meantime  gold's 
market  price  will  rise  well  above  the 
contract  price,  supposedly  letting  you 
either  take  possession  of  the  gold  at 
the  price  you  have  already  paid,  or  sell 
at  the  market. 

The  buyer  in  these  transactions 
sends  a  check  to  an  invisible  seller  to 
pay  for  a  commodity  he  doesn't  ex- 
pect to  touch  for  months — if  he  ever 
touches  it.  "The  fact  that  I  didn't  have 
to  take  possession  of  the  gold  was  the 
beauty  of  it,"  recalled  a  rueful  buyer 


John  Train  k  president  of  Train,  Smith,  Imest- 
ment  Counsel,  New  York,  and  the  author  of 
Dance  of  the  Money  Bees. 


quoted  in  The  New  York  Times.  He  wait- 
ed for  two  months  before  asking 
about  the  $33,500  he  had  sent  to  First 
National  Bullion  Corp.  of  New  York. 
He  was  told  that  the  payments  were 
"nonrefundable  fees"  to  the  corpora- 
tion, which  shut  down  soon  there- 
after. Though  the  CFTC  is  now  suing 
First  National  Bullion,  duped  custom- 
ers may  never  get  their  money  back. 

Similarly,  U.S.  District  Court  Judge 
Edward  Weinfeld  has  issued  a  perma- 
nent injunction  against  U.S.  Metals 
Depository  Co.,  saying  that  few  buy- 
ers were  ever  able  to  take  delivery  of 
the  bullion  U.S.  Metals  Depository  ; 
had  sold.  The  judge  called  its  deals  a  , 
"thinly  disguised  and  clearly  calculat-  % 
ed  attempt  to  circumvent  the  con-  i 
gressional  prohibition  against  option  i 
transactions." 

The  Commodity  Futures  Trading 
Commission  is  now  suing  Goldex  In-  , 
ternational  Ltd.  on  similar  grounds  jj 
The  essence  of  the  CFTC's  position  it  p 
that  these  "deferred  delivery  con-  aj 
tracts"  are  really  illegal  commodit) 
options.  Often  the  front-end  charge  is  ir 
a  nonrefundable  fee,  like  an  optior  >• 
premium,  and  the  buyer  acquires  the  se 
right  but  not  the  obligation  to  tak« 
delivery,  as  with  an  option. 

One  must,  of  course,  expect  that  i  , 
the  bullion  market  moves  enough  sc  ris 
that  the  speculators  in  forward  con 
tracts  stand  to  make  real  money  ., 
many  boiler-room  proprietors  will,  a:  •-. 
usual,  fold  their  tents  and  vanish 
Many  of  the  forward  delivery  artist:  otr 
are,  in  fact,  old-time  London  silver  o 
mail-order  diamond  hustlers  who  go  u2 
closed  down  in  those  swindles. 

One  Steven  Arabatzis,  for  example 
started  a  firm  last  year  with  the  ele  \ 
gant  style  of  Astor  &  Montcalm  to  sel  - 
deferred  delivery  contracts  for  gold.  Ii  j- 
return  for  front-end  fees  of  almost  S  h  ■ 
million,    143   investors  earned  th 
right  to  take  over  gold  at  fixed  price 
after  six  months.  Speculators  were  as  t 
sured  that  the  gold  would  probabl 
rise.   However,   Arabatzis   and   hi  . 
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henchmen  hought  no  gold  whatever 
to  satisfy  that  obligation.  A  series  oi 
hidden  fees  made  it  virtually  impossi- 
ble for  the  customers  to  come  out 
ahead.  (The  U.S.  attorney  who  hauled 
Arabatzis  into  court  revealed  that  act- 
ing through  another  boilershop  front 
called  Fairchild;  Arahatzis  &  Smith, 
the  same  individual  and  his  60  sales- 
men had  also  cost  almost  1 ,000  inves- 
tors over  $4  million  in  the  London 
commodity  options  scam.  Here,  they 
simply  kept  the  investors'  money  if 
they  lost  and  failed  to  send  their  prof- 
its it  they  won. 

State  prosecutors  in  New  York, 
Massachusetts,  Florida,  California 
and  Arizona  are  investigating  local 
boiler-room  hustlers  as  best  they  can, 
and  appreciate  information.  But  it  is 
probably  most  efficient  to  report  to 
the  CFTC  by  means  of  the  Federal 
Consumer  Hot  Lines:  (800)  424-9838 
east  of  the  Rockies,  (800)  227-4428  to 
the  west. 

As  readers  of  this  column  will 
know,  I  don't  think  it  makes  much 
difference  if  they  fall  for  the  forward 
delivery  caper  or  just  plunge  into  the 
commodity  casino  through  their  fa- 
vorite broker.  Either  way  they  will 
almost  inevitably  lose  their  stake  if 
they  keep  going  long  enough,  just  as 
they  will  at  Las  Vegas  or  Atlantic 
City.  A  commodity  brokerage  ac- 
count just  takes  longer,  gives  you  a 
feeling  of  participation  and  is  legal.  So 
tt  depends  on  how  much  you  enjoy 
prolonging  the  experience  of  gambling 
against  hopeless  odds. 
I  Speaking  of  gambling,  I  can't  help 
neing  suspicious  of  the  gambling 
tr.oc.ks.  A  good  rule,  I  find,  is  to  start 
wiling  the  stocks  in  an  industry  when 
companies  start  changing  their  names 
p  suggest  that  they  are  part  of  that 
industry,  or  when  companies'  stocks 
|ise  because  they  announce  they're 
pinking  of  entering  it.  Old-timers 
vill  remember  the  "onics"  craze  of 
he  early  Sixties,  including  the  legend- 
ry  pig  farm  that  went  public  as  "Hog- 
tronics,"  followed  by  the  conglomci 
ite  craze,  when  every  lawn  mower 
lanutacturcr  that  bought  a  motel  had 
become  "Advanced  Systems  Indus 
ties"  or  whatever. 

Now  we  have  a  new  craze — gam- 
ling  stocks.  A  fund  consisting  of 
Ambling  issues,  "The  Gaming, 
pints  &  Growth  Fund,"  has  appeared 
h  the  scene,  and  all  sorts  of  odd  out- 
Its  are  taking  to  giving  their  stocks  a 
b  from  time  to  time  with  intima- 
'ons  that  they're  going  to  enter  the 
«mblin^  business.  Be  cautious.  ■ 

i~  
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We're 
Fighting  for 
Your 
Life 


We're  the  American  Heart  Association.  We're  fighting 
the  number  one  cause  of  death  in  this  country:  heart 
disease  and  stroke. 

We  fight  with  the  support  of  1 ,400  scientific 
investigators  searching  to  find  earlier  detection  and 
better  methods  of  treatment  and  prevention.  We  also 
fight  by  delivering  new  medical  knowledge  to  doctors 
and  nurses  for  the  benefit  of  their  patients.  We  fight  with 
knowledge,  telling  you  what  you  need  to  know  to  stay 
healthy.  And  by  sponsoring  thousands  of  community 
programs  from  coast  to  coast. 

When  the  Heart  Association  volunteer  asks  for  your 
contribution,  think  of  what  we're  fighting. 

We  need  your  help. 


Get  peak  yields  plus  dai h 
liquidity  with  only  s2,000. 


Here  at  til 

you'll  find  importar 
advantages. 
□  High  money  mar 
ket  yields 
□  Immediate  liquidity 
no  withdrawal  penalty 
□  Toll- Free  telephone 
redemption /transfer. 
□  Free  cheek  writing. 

□  No- Load. 
No  sales  charge  or  redemption 
penalty.  You  get  these  bene- 
fits whether  you  inves 
$2,(ii)()  or  $2,6oo,ooo. 

/ 


'\>r  current  yield,  phone  toll-tree 
I -800-683-5660.  [f  I >u s \  ,  or  in 

Maryland,  call  collect 
301-547-2136. 


Rowe  Price  M 
Prime  Reserve  Fund,  Inc. 


Iihi  K.  I'nitt  Sired.  Hullimorr. 

Maryland  2\2"2. 


/.i|>  Cwle. 


For  mora  complete  Information,  Includ- 
ing management  iVr  ami  other  charges 
and  expenses,  obtain  u  prospectus.  Read 

it  carefully  hct'orc  you  invent  or  Mend 
money. 
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TIME  BIG-TIME 


What  to  do  if  your  advertising  cries  out  for 
TIME  but  your  budget  suggests  Newsweek. 


Every  now  and  then  you  get  this  terrific  advertising 
campaign  that  deserves  to  be  seen  in  all  the  best  places— but 
your  budget  just  can't  handle  the  U.S.  edition  of  TIME. 

A  logical  alternative  is  Newsweek. 

But  it  isn't  the  only  alternative. 

Before  you  commit  yourself  to  Newsweek,  make  sure 
you  understand  TIME  BIG-TIME.  It  may  be  the  best  single 
print  buy  you  can  make. 

TIME  BIG-TIME  got  its  name  from  the  way  its  circula- 
tion is  concentrated  in  the  biggest  markets  in  America. 

Circulation  is  virtually  as  large  as  Newsweek' s  total 
circulation,  and  where  it  goes  makes  all  the  difference:  to 
places  like  Atlanta  and  Chicago.  Dallas/Fort  Worth.  Detroit 
Los  Angeles,  Miami,  Philadelphia.  New  York.  And  many 


more.  In  these  markets  the  circulation  of  TIME  BIG-TIME  is  a 
million  higher  than  Newsweek' s. 

For  many  advertisers— imported  cars,  liquor,  and  air- 
lines, to  name  a  few— cities  like  these  represent  better  than 
80%  of  the  market  TIME  BIG-TIME.  It  covers  major  mar- 
kets as  no  other  medium  does. 

For  more  details,  call  your  TIME  representative.  Tell  him 
you're  interested  in  the  BIG-TIME. 


Circulation:  2,760,000 

Average  HH  Income:  $29,900 

B&W  Page  Rate:  $27,995 



Attended  College:  85% 

4-Color  Page  Rate:  $43,670 

Professional  Managerial  72% 

All  rights  reserved 


There's  a  right  TIME  for  every  advertiser. 
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The  time  to  relax  is  when 
you  don't  have  time  for  it. 
Sydney  J.  Harris 


Let  all  your  things  have 
their  places;  let  each  part  of 
your  business  have  its  time. 
Benjamin  Franklin 


Form  good  habits — they're  as 
hard  to  break  as  bad  ones. 
William  Feather 


All  men's  miseries  come 
from  their  inability  to 
sit  quiet  and  alone. 
Blaise  Pascal 


The  right  to  be  let  alone  is 
the  most  comprehensive  of 
rights  and  the  right  most 
valued  in  civilized  man. 
Louis  D.  Brandeis 


The  thing  that  counts  is 
not  the  time  spent,  but  the 
manner  in  which  it  is  spent. 
Leo  J.  Spears 


To  perform  well  elites  need 
tending  and  nurturing.  They 
need  attention,  and  would  rather 
be  persecuted  than  ignored. 
With  the  masses  it  is  the  other 
way  around — like  weeds,  they 
thrive  best  when  left  alone. 
Eric  Hoffer 


To  be  able  to  fill  leisure 
intelligently  is  the  last 
product  of  civilization. 
Arnold  Toynbee 


All  work  of  man  is  as  the 
swimmer's;  a  waste  ocean 
threatens  to  devour  him;  if 
he  front  it  not  bravely, 
it  will  keep  its  word. 
Thomas  Carlyle 


Underneath  this  flabby  exterior 
is  an  enormous  lack  of  character. 
Oscar  Levant 


Thoughts 

on  the  Business  of  I  Me 


To  exorcise  the  devil, 
exercise  like  the  devil 
That'll  kill  one  of  you. 

When  people  have  nothing  to  do, 
they  usually  do  it  at  tlx 
expense  of  those  who  do  * 
Malcolm  Forbes 


Middle  age  is  when  the  best 
exercise  is  one  of  discretion. 
Laurence  J.  Peter 


The  world  is  all  the  richer  for 
having  the  devil  in  it,  so  long  as 
we  keep  our  foot  upon  his  neck. 
William  James 


It  is  difficult  to  keep  quiet 
if  you  have  nothing  to  do. 
Arthur  Schopenhauer 


The  only  liberty  an  inferior  man 
really  cherishes  is  the  liberty 
to  quit  work,  stretch  out  in 
the  sun,  and  scratch  himself. 
H.L.  Mencken 


Some  are  bent  with  toil,  and  some 
get  crooked  trying  to  avoid  it. 
Herbert  V.  Prochnow 


Every  animal  revenges 
his  pains  upon  those 
who  happen  to  be  near. 
Samuel  Johnson 


*The  Sayings  of  Chairman  Malcolm,  a  col- 
lection of  over  500  thoughts  embodying  the 
wit  and  wisdom  of  Malcolm  Forbes.  Now 
available  at  $5.95  Send  check  and  order  to 
Forbes  Inc.,  60  Fifth  Avenue,  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


The  strange  fact  is  that 
doing  nothing  takes  doing. 
Frank  Tycer 


If  all  the  year  were  playing 
holidays,  to  sport  would  be 
as  tedious  as  to  work. 
Shakespeare 


When  is  a  man  actually  sick? 
He  is  sick  only  when  his  mind 
is  empty  of  belief  and 
his  life  empty  of  promise. 
Sri  Chinmoy 


Act  well  at  the  moment,  and 
you  have  performed  a  good 
action  to  all  eternity. 

JOHANN  LAVATER 


When  people  are  serving, 
life  is  no  longer  meaningless. 
John  Gardner 


Delegating  work  works, 
provided  the  one 
delegating  works  too. 
Robert  Half 


A  Text . . . 

Arise  therefore,  and 
be  doing,  and  the 
Lord  be  with  thee. 
I  Chronicles  22:16 


Sent  in  by  Alan  D.  Wild,  Englewood,  Colo 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


To  measure  up  to  all  that  is 
demanded  of  him,  a  man  must 
overestimate  his  capacities. 
Goethe 


The  average  man,  who  does 
not  know  what  to  do  with 
his  life,  wants  another  one 
which  will  last  forever. 
Anatole  France 
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$20,000  to  $250,000 

We  can  market  you 
faster  than  you  can  do  it! 


Now  there's  a  firm  that  can 
market  you  faster  than  you 
could  ever  do  it  on  your  own! 

During  1979,  a  few  million  profes- 
sionals, managers  and  executives  will 
attempt  to  change  jobs.  With  this 
kind  of  competition,  it  takes  a  special 
marketing  effort  to  achieve  success! 

What  kind  of  effort  can  make  the 
difference?  A  marketing  program  de- 
signed by  Robert  Jameson  Associates 
can  probably  bring  you  more  interviews 
and  offers  .  .  .  both  easier  and  faster 
than  you  could  ever  do  on  your  own. 

We  Can  Definitely 
MAXIMIZE  Your  Success 

You  may  be  wondering  why  we  can 
be  so  sure.  Well,  we  have  the  nation's 
largest  professional  staff,  including  ex- 
executives  from  all  fields  and  manymar- 
keters  from  FORTUNE  500 companies. 
Our  unsurpassed  knowledge  and  mar- 
keting skills  have  made  us  unique  in 
the  American  business  community. 

Then  again,  as  a  Robert  Jameson 
client  you'll  be  supported  by  a  highly 
sophisticated  copy  writing  and  research 
group.  They  can  make  sure  your  mar- 
ketable skills  are  presented  in  the  best 
possible  light .  .  .  and  to  precisely  the 
right  people  in  the  right  organizations. 
This  capability,  combined  with  thirteen 
years  of  experience  and  an  investment 
of  many  millions  of  dollars,  is  why 
we're  sure  we  can  do  things  for  you 
that  you  could  never  do  for  yourself. 

When  it  comes  to  changingjobs  or 
careers,  we  handle  many  of  the  coun- 
try's leading  executives . . .  but  we've 
also  produced  incredible  results  for 
salesmen,  CPA's,  engineers,  adminis- 
trators and  people  in  almost  every  other 
category  you  can  think  of.  Here 
are  some  examples: 

*  A  Partner  earning  S75 ,000  in  a  major 
CPA  firm,  won  a  new  position  with 
a  blue  chip  firm  at  $100,000. 


*  An  Assistant  Plant  Manager,  blocked 
at  $26,000,  landed  a  $39,000  Plant 
Manager's  position. 

*  A  Senior  EDP  Executive  who  had 
lost  his  job,  developed  7  attractive 
offers  in  less  than  10  weeks  time. 

*  A  President  of  a  $250  million 
firm,  won  a  better  position  with 
another  blue  chip  organization. 

*  A  Salesman  earning  $42,000,  changed 
industries  and  became  a  Marketing 
Director  at  $60,000. 

Here's  What  Others  Say 

Business  Week  has  written  2  articles 
on  just  some  of  Robert  Jameson's 
ideas  and  called  them  "indispensable.  " 

Personnel  Magazine  said  the  Robert 
Jameson  system  is  "a  breakthrough  " 

The  National  Public  Accountant 
said  that  the  Robert  Jameson  formula 
was  capable  of  "catapulting  almost 
any  average  person  into  a  position  of 
greater  financial  reward. " 

In  1979  alone,  Robert  Jameson's 
ideas  have  appeared  in  more  than  150 
leading  media. 

What  is  the  Marketing  Program  of 
Robert  Jameson  Associates? 

Briefly,  it's  a  total  marketing  effort 
on  your  behalf.  It  can  be  done  on  a  large 
or  small  scale.  We  identify  your  assets, 
pinpoint  your  career  options  .  .  .  and 
develop  a  complete  "game  plan"  for 
getting  interviews  to  the  maximum  that 
your  marketability  permits. 

We  then  update  you  on  the  latest 
job  search  techniques  .  .  .  write  your 
resumes  and  letters  .  .  .  handle  your 
printing  .  .  .  and  where  necessary, 
sharpen  your  interviewing  skills  in  our 
color  television  studios. 

Then,  when  you  are  ready  to  go  into 
the  job  market  a  subsidiary  of  ours  can 
supply  you  with  contacts.  They  have  a 
Computer  Information  System  on  Em- 
ployers which  is  an  incredible  time  saver 
for  any  job  seeker.  (And  by  the  way, 
they're  the  only  firm  in  the  U.S.  that 


can  also  put  you  in  touch  with  85%  of 
all  newly  released  openings  that  might 
be  of  interest.) 

For  the  Executive  who  has  no  time 
to  market  himself,  we  prefer  to  manage 
the  entire  effort.  Although  one  of  the 
best  parts  about  the  Robert  Jameson 
Program  is  that  we  can  arrange  for  you 
to  use  of  all  it ...  or  part .  .  .  depending 
on  your  needs.  All  of  our  work  is  cus- 
tomized and  tailored  to  each  individ- 
ual's situation. 

How  much  TIME  does  it  take? 

We  will  probably  require  from  one 
to  three  days  of  your  time.  We  can 
then  do  all  the  rest. 

Once  the  "game  plan"  is  finalized, 
it  usually  takes  us  about  7  days  to 
move  a  person  into  the  marketplace, 
and  many  are  successful  within  6 
weeks.  Obviously,  much  depends  on 
your  marketability  and  availability  for 
interviews.  In  any  case,  we  can  stay 
with  you  through  all  interviews  and 
salary  negotiations,  right  up  until  you 
are  hired. 

What  are  the  Professional  Fees? 

Robert  Jameson  Associates  is  a 
marketing  consulting  firm.  We  are  not 
an  employment  agency  or  career 
counseling  firm.  The  fees  for  our  full 
program  vary  with  the  situation  and 
a  "results  or  refund"  conditional 
guarantee  is  provided.  Also,  if  you 
prefer,  you  can  be  marketed  on  a  "fee- 
reimbursed"  basis,  in  which  the  firm 
that  hires  you  picks  up  the  tab. 

How  to  Learn  More  Without 
Cost  or  Obligation 

Call  or  write  one  of  our  executives 
shown  below  and  he'll  be  happy  to  set 
up  a  confidential  meeting.  We'll  help 
you  assess  whether  a  job  change  is 
right  at  this  time,  and  if  it  is,  we'll 
share  with  you  our  thoughts  on  what 
we  can  do  and  how  long  it  might  take. 
Call  us  today  -  it  may  be  one  of  the 
best  moves  you'll  ever  make! 


Robert  Jameson  Associates 

IN  NEW  YORK  CITY:  Call  John  Higgins,  V.P.,  285  Madison  Avenue,  New  York  10017  •  (212)  686-7633 

IN  WASHINGTON,  D.C.:  Call  David  Tyan,  V.P.,  2550  M  Street,  N.W.,  Washington,  D.C.  20037  -  (202)  293-7606 

IN  NEW  ENGLAND:  Call  John  Crosby,  V.P.,  20  William  Street,  Wellesley,  MA  02181  -  (617)  237-2350 

IN  LONG  ISLAND:  Call  Bob  Wyckoff,  V.P.,  1  Huntington  Quadrangle,  Melville,  1 1747  -  (516)  249-1800 

IN  PHILADELPHIA:  Call  James  Herman,  V.P.,  2000  Market  Street,  PA  19103  -  (215)  567-3500 

IN  THE  MIDWEST:  Call  Paul  Pearson,  V. P.,  1011  E.  Touhy  Ave.,  Des  Plaines,  IL  60018  -  (312)  827-9644  (5  minutes  from  O'Hare) 
IN  NEW  JERSEY:  Call  Douglas  Turner,  V.P.,  400  Lanidex  Plaza,  Parsippany  07054  -  (201)  887-8800  (Corporate  Headquarters) 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 

$400,000,000 
General  Motors  Acceptance  Corporation 

$250,000,000  9.40%  Debentures  Due  July  15, 2004 
$150,000,000  9'A  %  Senior  Subordinated  Notes  Due  July  15, 1989 

Interest  payable  January  15  and  July  15 


Prices 

Debentures  100%  and  Accrued  Interest 
Notes  99 ¥2%  and  Accrued  Interest 


Copies  of  the  Prospectus  ynay  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

DILLON,  READ  &  CO.  INC.  THE  FIRST  BOSTON  CORPORATION 

GOLDMAN,  SACHS  &  CO.  LEHMAN  BROTHERS  KUHN  LOEB 

Incorporated 

MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP  SALOMON  BROTHERS 

Merrill  Lynch,  Pierce,  Fenrter  &  Smith  Incorporated 

BA  CHE  HALSEY  STUART  SHIELDS     BEAR,  STEA  RNS  &  CO.     BLYTH  EAST  MA  N  DILLON  &  CO. 

Incorporated  Incorporated 

DONALDSON,  LUFKIN  &  JENRETTE  DREXEL  BURNHAM  LAMBERT 

Securities  Corporation  incorporated 

E.  F.  HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

LOEB  RHOADES,  HORNBLOWER  &  CO.  PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated 

L.  F.  ROTHSCHILD,  UNTERBERG,  TOW  BIN  SHE  ARSON  HA  YDEN  STONE  INC. 

SMITH  BARNEY,  HARRIS  UPHAM  &  CO.  WARBURG  PARIS  AS  BECKER 

Incorporated  Incorporated 

WERTHEIM  &  CO.,  INC.  DEA  N  WITTER  RE  YNOLDS  INC. 

July  11,1979 


The  craftsmen  at  Realtime'  4  have  done  some- 
thing quite  unusual.  They've  created  a  dramatically 
thin,  rugged  alarm  chronograph  for  under  $250. 

In  fact,  way  under  $250. 

And  while  they've  trimmed  their  timepiece's  • 
profile  to  a  slim  9  mm,  they  have  done  it  without 
sacrificing  a  single  feature,  or  compromising 
quality. 

We  have  yet  to  see  an  alarm  chronograph  that 
even  approaches  the  value  of  this  superb  new  prod- 
uct, either  in  a  store  or  offered  through  the  mail. 

Microcomputer  technology  pushed  to  the  limit. 

It's  truly  remarkable  the  amount  of  information 
you  can  now  carry  on  your  wrist,  especially  when 
you  consider  it's  within  a  piece  of  jewelry  no  bulkier 
than  an  ordinary,  slim  wristwatch. 

With  this  chronograph,  you  have  bright  liquid 
crystal  digits  always  telling  you  the  time  of  day. 
In  hours,  minutes  and  seconds  (with  accuracy  to 
±  5  seconds  a  month). 

What's  more,  you  can  even  program  the  hours, 
minutes  and  seconds  for  any  other  time  zone  you 
wish  for  immediate  recall,  thanks  to  Realtime's  dual 
time- zone  feature. 

5  POPULAR  ALARM  CHRONOGRAPHS  COMPARE  THINNESS. 


\  f  wm     n'  / 

Texas  Instruments  (S125)  12.00  mm 
Advance  ($100)  11.5  mm 
Citizen  ($225)  11.0  mm 
Seiko  ($250)  10.5  mm 
Realtime  ($99)  9.0  mm 

It's  a  multitalented  wrist  alarm  too.  You  may  set 
it  to  beep-beep  you  in  both  time  zones, 
and  at  precisely  the  minute 
you  choose. 


And  because  of  Realtime's  "PM"  indicator, 
you  won't  be  setting  your  alarm  for  the 
evening  when  you  had  intended  to  set  it  for  the 
morning. 

Is  it  Monday  in  New  York?  Or  Tuesday  in 
Hong  Kong?  You'll  never  have  to  ask  that  question 


Switches  chronograph 
from  normal  time  mod 
to  stopwatch  opera- 
tion ("ST"),  to  second 
time  zone  ("T2"),  to 
alarm  setting  ("AL"). 

This  flag  comes, 
on  with  second 
time  zone  data 
and  alarm 
setting. 

Flag  shows  cor- 
rect day  of  week 
in  each  time  zone. 
Appears  between 
12  noon  and  mid- 
night in  normal 
time  mode.  Also 
works  in  conjunc- 
tion with  alarm 
setting. 

Even  when  switching^^ 
back  for  a  time  check?**v 
stopwatch  function  con- 
tinues uninterrupted. 

Events  can  be  timed  for— 
up  to  12  indicated  hours. 
Beyond  that,  hour  display 
starts  over  at  "1"  without 
interruption. 

Colon  flashes  when  split' 
time  is  displayed.  Indi- 
cates time  is  still 
accumulating. 

Moving  flag  records  1/10' 
seconds.  Face  shown  reads: 
9  hours,  59  minutes  and 
36.4  seconds. 


Continuous  display  of 
hours,  minutes  and 
seconds  for  two  time 
zones.  In  second  time 
zone  mode,  "T2"  flag 
appears 

Rolls  off  every 
second  Or  changes 
to  the  date  Built-in 
4-year  auto  calendar 
adjusts  to  end  of  month. 

Flag  shows  alarm  set. 
This  audible  reminder 
beep-beeps  for  1 
minute  on  the  exact 
minute  of  its  setting  It 
returns  24  hours  later 

,  Resets  time.  date, 
alarm,  day  of  week 
and  month  Also 
silences  alarm 

1  —Starts  and  stops 
f        the  count.  If 
depressed 
during  split 
time  display, 
freezes  the 
count— 
»  allowing 
,  automatic 
■  changeover 
to  total 
elapsed  time 
display. 

|      Resets  stopwatch  to 
STOPWATCH  MODE      zero  for  next  event  Also 
activates  6-second  split  time 
display  anytime  during  the  count 


MODE 
ALARM 

CHRONO 

START 
STOP 

o  c  o 

1*  c 
-i  o 

1,  3  i 

D  1 

5^4  5  6 

12  PM  AL 

7  8  9 

Realtime 

SPLIT 
RESET 

again.  The  day  of  the  week  is  always  displayed.  To 
see  the  date,  simply  flick  a  button.  When  the  sun's 
down,  press  another  and  the  Realtime's  face  is 
instantly  illuminated. 


FINALLY.  AN  ALAR 


9, 


And  just  as  quickly  as  you  recalled  the  date, 
you  can  set  into  motion  a  full-featured  stopwatch. 
By  the  way,  this  stopwatch  doesn't  just  count  to  59 
minutes  like  many  other  chronographs  do — but  up 
to  12  hours  or  more.  It  also  precisely  cleaves  every 
second  into  tenths. 

You  may  record  split  times,  lap  times 
or  freeze  the  figures  anytime. 
You  may  even  alternate  between 
lyour  stopwatch  functions  and 
normal  time  ones  without  con- 
cern; by  activating  one  mode, 
you  don't  interrupt  the  other. 


$99  buys  an 
honest  design 

We  wish  you  had  a  Realtime 

alarm  chronograph  in  your  hands 
Iright  now.  You'd  see  and  feel  the  differ- 
jence  a  100%  solid  stainless  steel  case  makes.  (Most 
siother  comparably  priced  chronographs  are  chrome 
Iplated  and  not  solid  stainless.)  Realtime's  back  and 

bracelet  are  also  solid  stainless.  And  every  one  of 
|those  bracelet  links  is  double  stamped  to  produce  the 
jflpxact  size  and  taper  required.  Each  link  is  then 
ground  and  polished.  (We  defy  anyone  to  find  work- 
fmanship  like  this,  elsewhere  at  this  price.) 

You'll  also  notice  there's  no  front  speaker  grill 
v|on  this  alarm  chronograph;  it  doesn't  need  one.  The 
■alarm  sound  emanates  from  the  rear  of  the  case. 
iMany  other  chronographs,  in  trying  to  look  like 
■Seiko  with  its  front- mounted  speaker,  cleverly  paste 
Ion  printed  front  grills.  These  are  functionless;  they 
Bare  just  imitation.  Everything  you  see  on  your  Real- 

j:ime  chronograph  is  there  for  function,  not  for  show. 

i  CHRONOGRAPH  WITH 


Water?  Don't  you  worry. 

The  Realtime's  face  crystal  isn't  plastic  like  most 
chronographs  you  see.  It's  tough  rock  crystal. 
And  not  only  is  it  hard  enough  to  resist  scratches, 
but  it  is  fitted  so  tightly  to  the  case  that  the  chrono- 
graph has  passed  water  immersion  tests  of  up  to 

100  feet.  We  know  of  no  other  chrono- 
graph— at  any  price — that  can  offer 
you  this  security. 
This  chronograph  also  has  no  moving 
parts  to  break  down,  and  it  is  unlikely  that 
I  servicing  will  ever  be  required  even  after 
f  years  of  hard  use.  It  comes  with  batteries  in 
place  (easily  changed  by  any  jeweler),  a  one- 
year  factory  warranty  from  its  manufacturer, 
complete  instructions,  convenient  service-by-mail 
facilities  right  here  in  the  U.S.,  and  The  Sharper 
Image's  own  guarantee  to  customers:  if  for  any 
reason  at  all,  you  are  not  completely  delighted  with 
your  purchase,  please  return  it  within  two  weeks  for 
a  complete  and  courteous  refund. 

ORDER  NOW.  TOLL-FREE. 

H    Credit  card  holders  may  use  our  toll-free  order- 
■  ing  number,  for  quickest  delivery.  Or  send  check 
|  for  $99  plus  $  1 .50  delivery.  Add  $5.94  tax  in  CA. 

(800)  227-3436 

jj  In  California  (800)  622-0733 

THE  SHARPER  IMAGE 


260  California  St.,  Dept.  RA- 
San  Francisco,  CA  94111 
(415)  788-4747 

©  1979  The  Sharper  Image 


-027 


Forbes 


Side  Lines 


Editor 

[AMI  I  W  Mil  MM  I  s 


Managing  Editor 

Sih-.i.imin  Zalaznm  k 

Eiecutlve  Editor*:  I  >cro  A  Saunders,  lames  (  ook, 

Norman  Pcarlstmc  |Wcst  Coast  and  Pacific] 

Economic*  Editor:  Mm  Wchcrman 

Art  Director:  Everett  ll.ilvurscii 

Senior  Editor*:  Ruth  M.  GrucnbcrK, 

Robert  I  Flaherty,  Geoffrey  Smith,  Howard  Rudmtsky, 

Icffcrsuii  ( .iie,sbv  Mm  A  i  onway 
Stanley  H,  Brown,  Malcolm  S.  Forbes  |r. 
Contributing  Editor*:  Kit  hard  Phalon 

i  lothleld  Spent  <  < 

Aaaoclate  Editor*:  I'. nil  W  Sturm,  I'aul  (.ihson, 
lean  A  lin^xs,  Phyllis  Herman 
Staff  Writer*:  I  l.irold  Seneker,  l.tines  >  >'l  lanlon, 
Nick  (..illuccio,  All. in  Sloan,  Elizabeth  Bailey 
Reporters:  llrian  Mct.lynn,  Hetty  Franklin, 
Cynthia  Saltzman,  Richard  Greene,  Sh.irini  Reu  r 
Reporter-Rescsrchers:  Mora  S.H.  Line,,  Chief,  Thomas 
lalfe   [edd  (  ohen,  William  darns,  Cerald  Odeum*, 
I  1 1 11  Li  i  ..isp.irrllii,  (  hrisiinc  Miles,  Ayako  Doi,  Alyssa 
Lappcn,  lane  (  armichael,  loan  FitzCicrald 
Waahlngton  Bureau:  |ruv  I  lint,  Manager) 

rem  Scfiurner,  Beth  Brophy,  Ann  Hughey 

We*t  Coaat  Bureau:  Kathleen  K  Wicgncr,  |ohn  Merwin, 
Ellen  Pans,  Anthony  Spaeth 

Southwestern  Bureau:  lames  I  tampan.  Manager, 
Pom  I.  Mack 

Midwestern  Bureau:  Huh  lainarkin.  Manager; 

Mama  K  Herss,  C'onan  Putnam 

European  Bureau:  1  awrence  Miiiard,  Manager 

Barbara  Ellli 

Copy  Department:  I  inn, il  l  I    /.ippcrri  1  Incl, 

i  tolores  I  iuilhot,  fane  i  ashaw 

Art  Department:  Rogcl  Zapke, 
I  heodorc  Smith,  Assistant  I  )irectors, 
Nikki  Ernst,  Philip  ( .eltcr,  Photo  Researchers 
Columnists:  I  Ion/ 1 1  Hid,  Ilium. is  I'  Murphy, 
Stanley  W  An^nst,  lolni  Irani,  Martin  I"  Sosnolt 
Director  of  Production:  lohn  I  Romeo 
Robert  M  Rosenxarten,  Edward  B  Morgan, 
Robert  l>  McDaniel,  Assistants 
Advertlalng  Production:  Patricia  I  >e<  kelnick 
Photocomposition:  lames  Oanclli,  Manager, 
Lynn  Caspar,  Karen  lleuler,  lohnnie  English,  Arthur  PetZ 

information  Services:  KmIh  ii  m  Sterenton,  Manage] 

/  tbrtirv  I  )olores  A  Latamotis,  C  'hiel,  I  'lartta  limes, 
Santiago  Alvarado,  Clona  Kat,- 

Si,m\in  \  Donald  I   Popp,  Editor;  Maria  M  Latorraca, 
Assn.  late  Editor,  Edward  Sakalian,  Ann  Oliver, 

I'. ml  Bomateln 


President  and  Editor-ln-Chlef 

Malcolm  s  Forbu 


Publisher 

I  ami  s  |  Dunn 


Executive  Vice  President 

Leonard  H  Yablon 

Vice  President  snd  Secretary:  Mali  olm  S  I  orbes  [l 
Vice  President  snd  Controller:  foe]  H  Redid 
Vice  President  and  Treasurer:  1  con. ml  I  ircenbcrg 
Vice  President  and  Assistant  Publlaher: 

(  linsiopher  Forbes 

Director  of  Advertising:  Stephen  G  Nicoll 

Director  of  Corporate  Communications: 

Wm  I  )onald  ( iarson 

Director  of  Clrculstlon:  lohn  M  Thornton 
Director  EDP:  Icrome  I  loltman 
Advertising  Representative*: 

New  York:  Ml  I  5th  Ave  ,  10(11 1, 
Peter  M  Schorl,  Manager, 

Arnold  I  Pnves,  Ein'l  Adv  Mgr .,  George  ( '  (  lissold, 

Donald  W  MacDonalil,  G  Croft  Henry,  Charles  S  Thorn, 

lohn  A  Wilson,  Richard  Calkins, 

lames  W  LaCirignola,  Dir.  Int'l  Adv., 

II  Duncan  McMillan,  Dir.  Spec.  Prof.j 

Thomas  G  Petersen 

AtlanU:  550  Phan  Rd  N.E.,  30305, 

I  'mi  L  Uhlcnhopn,  Manager 

Chlcagol  4.IS  N  Michigan  Ave  ,  60611, 

Richard  W  Reynolds,  Manager, 

I. ones  II',  Mallon,  Fred  II  Wellington 

CleveUdd:  Suite  501,  The  Leader  Building,  44114, 

lames  B  Norton,  Manager 

Daiiu:  4681  i  usi  National  Bank  Building,  7S202, 

Donald  R  Brown,  Manager, 

William  R.  Arnold,  Co- Dir.  Spec.  Proj, 

Detroit:  3331  West  Hig  Heaver  Rd  ,  Troy,  Mich  4H0K4, 

Richard  E.  Forbes,  Manager 

Los  Angeles:  SvtX)  Wilshirc  Blvd  ,  90036, 

t'raig  E  Miller,  Manager 

San  Francisco:  62S  Market  St.,  94105, 

lohn  B  Cunningham,  Manager 

Classified:  Sarah  M.ulison 

60  Fifth  Ave  ,  New  York,  N  Y  1001 1, 

Phone:  212-620-2371 

Mgr.  Subscription  Service:  T.M.  York 
80  Fifth  Ave.,  New  York.  N  Y.  10011 


PAID  CIRCULATION  OVER  670.000 


FOUNDED  1917  BY  B.C.  FORBES  ( 1880- 1954) 


Bingo! 

Working  with  Executive  Editor  Jim 
Cook,  Reporter-Researcher  Tedd  Cohen 
turned  up  the  most  interesting  item  in 
this  issue's  cover  story  on  bingo — the 
involvement  of  Teamster  boss  Tony  Pro- 
venzano.  Cohen  had  asked  one  charity 
executive  what  he  knew  about  organized 
crime  involvement  in  bingo,  and  the  ex- 
ecutive began  recounting  how  Proven- 
zano  had  once  come  to  him  with  a  pro- 
posal to  operate  a  gambling  sbip  off  the 
coast  of  Florida.  Cohen  and  Cook  were 
already  aware  of  Teamster  involvement 
in  bingo,  but  now  it  took  on  a  new  di- 
mension. That  gave  us  our  lead.  It's  the 
kind  of  persistent  questioning  that  has 
made  Cohen  one  of  Fohhks'  more  prom- 
ising young  staffers.  Now  28,  Cohen 
comes  from  Buffalo  by  way  of  Connecti- 
cut. He  went  to  New  York  University's 
journalism  school,  and  then  worked  for 
Jack:  O'Duyer's  Scusk-tter  for  2>Vi  years  be- 
fore coming  to  Fi  irbes. 


A  nose  for  pork 

If  Fokhks  seemed  to  be  ahead  of  the  game 
the  last  few  issues  in  covering  rising  po- 
litical interest  in  coal  and  synthetic  fuels, 
it's  because  the  right  person  (Ann 
Hughey)  was  at  the  right  place  (Fokhi-V 
Washington  Bureau)  at  the  right  time 
(when  the  gas  lines  formed).  At  the 
Charleston  (W.Va.)  Gazette,  Hughey  won 
.1  reputation  as  the  best  coal  reporter 
around  (this  issue  she  peeks  at  that  poor 
relation,  lignite).  Washington  Bureau 
Manager  Jerry  Flint  explains:  "When 
Ann  arrived  at  Forbes  smack  in  the 
midst  of  the  latest  chapter  in  the  energy 
saga,  she  noted  a  strong  smell  of  pork 


Washington  Bureaus  Hughey 

If  patriotism  wont,  patronage  will. 


Importer  Rcsiuuxhcr  Cohen 
Asking  the  right  questions. 


hanging  over  synthetic  fuels.  Ann  con 
eluded  that  what  a  sense  of  national  ui 
gency  would  not  do  for  the  coal  industry 
Congress'  love  of  patronage  would." 

California-born  but  from  a  mihtar 
family  ("We  lived  everywhere  but  wen 
always  buried  in  Washington"),  Am 
Hughey  prepared  herself  for  all  this  a 
Wellesley  College  and  the  Columbi 
Graduate  School  of  Journalism.  Her  cred 
its  also  include  working  for  Ralp! 
Nader's  congressional  profiles,  running 
hotel  in  Colombia  and  a  reporting  stin 
in  the  darkest  Bronx  (N.Y.).  Then  on  t 
Fohhks  by  way  of  West  Virginia. 


Just  like  home 

"You  wouldn't  want  a  state  whose  citi 
zens  boo  'The  Star-Spangled  Banner 
would  you?"  That  question  was  put  ti 
lerry  Flint  by  an  outspoken  Puerto  Ricai 
foe  of  statehood.  Says  Flint,  whose  stor 
begins  on  page  47:  "You  hated  to  tell  hin 
that  any  American  journalist  who  live 
through  the  Sixties  has  heard  plenty  a 
Americans  booing  the  anthem;  it's  hard 
ly  a  disqualification  for  citizenship. 
Anyhow,  says  Flint,  the  booing  at  th 
Pan  American  Games  in  San  Juan  wai 
meant  as  much  to  embarrass  the  govet 
nor  as  to  annoy  mainlanders.  Despite  th 
violent  rhetoric,  Flint  says  he  felt  quite  a 
home  in  Puerto  Rico.  "Like  the  waiter, 
he  says,  "in  a  tuxedo,  in  a  fancy  Frencl 
restaurant  who,  when  asked  what  he  rec 
ommended,  leaned  over  and  whispered 
'Cheeseburger.'  " 
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The  Gas 
®ption 


Gas:  Our  most  capital-efficient 
energy  investment. 


Consider  this  often  unrecognized  fact:  Gas  is  the  dominant 
source  of  domestically  produced  energy.  It  serves  over  55% 
of  the  homes  in  America— and  provides  about  40%  of  the 
energy  for  industry.  America  depends  on  gas. 

To  continue  its  vital  role  into  the  future,  the  gas  industry 
must  invest  more  than  $300  billion  by  the  year  2000— 
two  decades  whose  needs  for  energy  will  be  matched  by 
demands  for  scarce  capital.  Will  gas  get  its  share?  Now 
is  the  time  for  an  unblinking  look  at  the  alternatives. 

•  Investment  needed  to  provide  an  added  quadrillion  Btu's 
(quad/yr.)  of  electricity  tor  residential  and  commercial  space 
heating  ranges  from  $87  to  $105  billion. 

•  By  contrast,  investment  to  provide  an  added  quad/yr.  of 
gaseous  fuel  for  similar  end  uses  ranges  from  $42  billion  for 


new  natural  gas  supplies  up  to  $59  billion  for  high  Btu  coal 
gasification. 

The  facts  are  clear:  Taking  into  account  the  initial  costs 
of  resource  extraction,  processing  and  conversion,  trans- 
mission and  distribution,  and  end-use  equipment  for  each 
market— new  incremental  energy  supply  systems  based  on 
gaseous  fuels  will  require  from  one-third  to  two-thirds  less 
new  capital  investment  than  equivalent  electricity  or  coal- 
liquid-based  systems.  And  this  advantage  for  gas  would  be 
even  more  dramatic  if  the  considerably  larger  investments 
necessary  for  solar  energy  systems  were  included. 

The  capital  efficiency  of  gas  energy  is  a  critical  advan- 
tage—but not  the  only  one.  When  you  consider  total 
resource  efficiency,  cost  to  the  consumer,  impact  on  the 
economy,  and  environmental  health  and  safety,  gas 
clearly  emerges  as  our  most  sensible  energy  option* 


AVERAGE  CAPITAL  INVESTMENT  ESTIMATES  FOR  NEW  DOMESTIC  ENERGY  (1977  BILLION  $  PER  ADDED  ANNUAL  QUAD) 
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Electric 
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■  $19  3 

B32.0 
30.4 


85  1 


972 


69.0 


 u 

I  28.2 

I 

N.A 

942 


25 


50 


75 


An  AGA  analysis  based  on  government  and  independent  industry  studies 
N  A  -not  applicable  or  not  included  in  this  study 


All  other  energy  Q 


Gas:  The  future  belongs  to  the  efficient. 

•For  more  information  write  to  American  Gas  Association.  Dept  1 1 1412  F  AA,  1515  Wilson  Blvd  .  Arlington.  Va  22209 


Trends 


RflNDUSTRIR^ 
Roofing 

Save! 


The  Randustrial  Roof  Spray  System  is  de- 
signed to  help  you  save  on  roofing  costs. 
With  this  system,  a  three  man  crew  of 
your  own  laborers  spray  Randustrial  roof- 
ing materials  from  drums  on  the  ground 
directly  to  the  roof  surface  with  the  Ran- 
dustrial roof  spray  equipment  (which  is 
loaned  free  of  charge).  You  eliminate  ma- 
terial handling,  hand  brushing  and  the 
need  for  a  roofing  contractor.  In  addition, 
prior  to  time  of  use,  a  roofing  consultant 
will  demonstrate  proper  set  up  and  oper- 
ation. You'll  find  the  Randustrial  System 
is  the  ideal  roofing  process.  Save  costs  and 
cut  back  on  unnecessary  expenses  by 
roofing  the  Randustrial  Way.  Free  64  page 
catalog. 
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Randustrial.  Corporation 

Safes  Offices  in  Principal  Cities 

13306  Union  Ave./Cleveland,  Ohio  44120 
Telephone  (216)  283  0300 
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Ranking  the  banks 

The  fall  of  the  dollar,  though  :  now 
checked,  has  left  its  mark  on  the  world's 
bank  rankings.  For  the  first  time,  Japa- 
nese now  outnumber  American  banks, 
58  to  56,  in  the  annual  "top  300"  of 
Britain's  The  Banker  magazine.  Bank- 
America,  with  $92  billion  in  assets,  still 
rates  number  one,  but  Osaka's  Sumi- 
tomo Trust  &.  Banking  ($30  billion) 
moved  from  57th  to  45th;  its  neighbor, 
Daiwa  Bank,  from  47th  to  37th;  Tokyo's 
less-known  but  super-aggressive  Norin- 
chukin  Bank  ($52  billion),  from  27th  to 
15th.  Even  with  $84  billion  assets,  New 
York's  Citibank  fell  to  third,  France's 
Caisse  Nationale  de  Credit  Agricole, 
with  $86  billion,  is  now  second.  Chase 
Manhattan  went  from  sixth  to  tenth;  J.  P. 
Morgan  from  22nd  to  34th;  Chemical 
from  24th  to  42nd.  The  dollar  is  to 
blame.  Japan's  top  ten  banks  averaged 
nearly  60%  growth  in  dollars,  only  13% 
in  yen.  Similarly,  Credit  Agricole  had  a 
36%  gain  in  dollars,  20%  in  francs. 

The  "Buy  American"  battle 

The  perennial  battle  over  whether  the 
U.S.  should  keep  defense  contracts  in 
American  hands  has  erupted  again,  this 
time  over  a  $215  million  deal  for  90 
Coast  Guard  helicopters.  The  Depart- 
ment of  Transportation  awarded  the 
contract  to  Aerospatiale  Helicopter,  a 
Dallas-based  marketing  company  almost 
wholly  owned  by  the  French  govern- 
ment. Bell  Helicopter,  the  Textron  sub- 
sidiary that  is  the  ranking  U.S.  copter- 
maker,  protested  in  vain.  The  DOT  ar- 
gued back  that  Avco  would  build  the 
engines  in  Connecticut,  Rockwell-Col- 
lins of  Iowa  would  install  the  electronics 
and  only  the  airframes  would  come  from 
France.  Robert  Ames,  Textron's  execu- 
tive vice  president  for  aerospace,  made  a 
last-ditch  pitch  to  the  Senate,  urging  that 
the  contract  be  studied  to  see  if  it  con- 
formed to  the  still-to-be-approved  multi- 
national trade  pact.  "We're  bidding 
against  the  French  government,"  Ames 
said,  competition  even  a  company  as  big 
as  Textron  finds  more  than  a  match. 

The  debut  of  the  Susan  B. 

The  new  Susan  B.  Anthony  "silver"  dol- 
lar seems  to  be  getting  off  to  a  shaky 
start  despite  Washington's  efforts  to  pro- 
mote it.  (The  Federal  Reserve  and  the 
Treasury  will  each  spend  $300,000  to 
drum  up  acceptance  for  it.)  Because  the 
copper-and-nickel  coin  is  expected  to 
last  15  years  or  more,  while  a  dollar  bill 
must  be  replaced  in  18  months,  the  Trea- 
sury is  talking  of  saving  $4  million  to  $50 


Susan  B  Anthony 
How  will  the  changemakers  vote? 
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million  a  year,  depending  on  acceptance 
Vending  machine  operators,  particularly 
those  dispensing  higher-priced  item! 
like  cigarettes  and  refrigerated  food,  hav« 
backed  the  new  dollar,  but  are  holding  of  om 
on  mass  conversion  of  their  iron  sales 
men  (at  $50  to  $150  per  machine)  unti 
public  acceptance  can  be  gauged.  Tru 
public's  vote  won't  be  in  for  a  while  bu 
banks  and  retailers  are  showing  reserva 
tions,  presumably  because  the  coin'! 
size — slightly  larger  than  a  quarter- 
could  lead  to  expensive  confusion  in  han 
dling.  One  department  store  cashier  in 
Washington,  DC,  where  the  Susan  B 
was  first  circulated,  says  flatly:  "I  rejec 
it  on  the  grounds  that  it  is  not  paper  ano 
it's  got  an  old  woman  on  it." 


Farewell  to  Britain 

Great  Britain's  big  effort  to  regain  stat 
ure  in  the  new  technologies  faces  a  new 
hurdle,  foreign  raids  on  its  trained  brains 
One  American  recruiter  alone  says  h< 
has  lined  up  over  ten  U.S.  companiej 
looking  for  data-processing  and  commu 
nications  experts  and  matched  there 
with  more  than  270  British  technician; 
looking  for  jobs  on  this  side  of  the  watei 
The  U.S.  has  plenty  of  top  managers  it 
data  processing,  says  executive  search 
consultant  Herbert  Halbrecht  of  Stam 
ford,  Conn.,  but  is  strapped  for  skillec 
personnel  at  lower  levels.  Using  a  Lon 
don  affiliate,  Halbrecht  has  found  thf 
U.K.  a  prime  source  for  such  talent.  Be 
cause  British  management  is  still  largely 
conservative,  he  says,  aggressive  younj 
talent  there  is  growing  restive  and  thus 
ripe  for  the  recruiter.  The  salaries  Hall 
brecht  offers  are  not  staggering — $27,00(1 
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0  $30,000— but  they  are  still  higher  than 
n  Britain,  and  they  provide  a  chance  to 
scape  some  of  the  U.K.'s  brutal  income 
axes,  plus  an  opportunity  to  work  on 
nore  sophisticated  equipment  available 

1  the  U.S.  Nor  are  the  Americans  the 
nly  tempters.  The  Irish  are  using  the 
ame  kind  of  lures  to  supply  skilled  tech- 
lcal  help  from  Britain  to  the  new  indus- 
ries  Dublin's  developers  are  bringing  to 
leir  country. 

Tax  breaks  for  business? 

usinessmen  may  wind  up  winners  in 
y  federal  tax-cutting  next  year.  With 
ngressmen  and   economists  getting 
ore  and  more  concerned  about  the  de- 
ine  in  U.S.  productivity,  support  is 
owing  for  faster  tax  writeoffs  on  plant 
id  equipment.  Republican  Barber  Cona- 
e  of  New  York  and  Democrat  fames 
>nes  of  Oklahoma,  for  instance,  have 
amed  up  with  a  bill  to  cut  the  depreci- 
ion  period  for  new  plants  to  ten  years 
id  for  most  equipment  and  machinery 
five  years.  (Present  law  applies  a  "use- 
1  life"  yardstick,  as  long  as  40  years  for 
.hidings  and  almost  two  decades  for 
pme  equipment.)  State  legislatures,  in 


the  meantime,  are  already  busy  with  tax 
breaks  for  business.  Increases  in  deduc- 
tions, exemptions  and  credits,  plus 
elimination  of  some  business  taxes  en- 
tirely, have  been  voted  in  23  state  legisla- 
tures this  year,  according  to  the  Coali- 
tion of  American  Public  Employees. 
Thirty-six  similar  bills  are  on  the  docket 
in  seven  states,  and  only  eight  have  acted 
to  increase  business  levies.  Thirteen 
states  have  reduced  sales  taxes  on  busi- 
ness; fifteen  have  lowered  specific  busi- 
ness property  taxes;  sixteen  have  cut  or 
wiped  out  the  corporate  income  tax. 

Votes  for  landlords 

California  landlords  seem  to  be  winning 
the  rent-control  war  that  erupted  in  that 
state  following  the  approval  of  last  year's 
Proposition  13  slashing  property  taxes. 
Voters  have  rejected  controls  in  eight  of 
ten  elections  during  the  past  year  and  a 
half,  according  to  the  National  Rental 
Housing  Council.  In  March,  for  example, 
Long  Beach,  a  city  of  340,000,  voted 
against  rent  controls  by  a  margin  of  more 
than  two  to  one. 

When  isms  fail 

Iraq's  ambassador  to  the  United  Nations 
calls  himself  an  "Islamic  socialist"  who 
believes  in  elimination  of  privileges  for 


the  few,  but  when  lines  at  New  York's 
gasoline  pumps  stretched  for  blocks,  Sa- 
lah  Omar  al-Ali,  whose  country  is  a  loud 
advocate  of  jacking  up  Mideast  oil  prices, 
demanded  special  relief — perhaps  their 
own  gas  station — for  U.N.  envoys  and 
their  chauffeurs.  No  luck.  The  U.N.  al- 
ready has  a  small  station  to  service  its 
trucks  but  not  even  Secretary  General 
Kurt  Waldheim  can  fill  up  there. 

Curbs  and  costs 

Principles  aside,  President  Carter  can 
marshal  a  solid  dollars-and-cents  argu- 
ment against  imposing  mandatory  wage 
and  price  controls  on  the  economy.  Dur- 
ing the  final  year  of  Richard  Nixon's 
mandatory  curbs — they  lasted  from  Au- 
gust 1971  to  April  1974— the  govern- 
ment spent  $72  million  on  its  "economic 
stabilization  activities,"  records  show. 
Most  of  that  money  went  to  pay  over 
2,500  Internal  Revenue  agents  and  an- 
other 800  persons  hired  by  the  Cost  of 
Living  Council  to  monitor  the  program. 
With  salaries  and  other  expenses  up  30% 
to  40%  since  the  Nixon  years,  such  a 
setup  today  would  run  well  over  $100 
million  a  year.  By  contrast,  the  voluntary 
program  supervised  by  the  White  House 
Council  on  Wage  &  Price  Stability  costs 
about  $4.9  million  a  year. 


Your  best  convention  ever  has  just  begun. 


It  begins  right  here,  right 
now,  with  all  the  remarkable 
reasons  that  make  nearby 
Mexico  the  finest  convention 
choice. 

Let's  begin  with  our  fabulous 
line-up  of  meeting  locations 
waiting  for  you  in  the  cities  and 
resorts  of  Mexico.  Beautiful  to 
look  at,  flawless  when  put  to  the 
test,  these  gathering  sites  are  even 
more  impressive  when  you  avail 


yourself  of  the  services  of  the 
Mexican  Government  Tourist  Office 

We  want  your  convention  in 
Mexico  to  be  a  smooth-sailing 
success  long  before  it  begins. 
So  be  sure  to  contact  us.  Call 
our  Convention  Department  at 
(212)  755-7212.  We're  ready 
with  the  answers.  Helpful  advice. 
Everything  you  need  to  know  to 
ensure  a  perfect  event.  — 

4k 


Secretaria  de  Turlsmo  •  Consejo  Naclonal  de  Turlsmo 


Rockwell  is  more  than 
the  builder  of 
America's  Space  Shuttle 

Much  more. 


If  you  think  of  Rockwell  Inter- 
national as  a  company  that  makes 
spaceships,  you  have  good  reason.  We 
are  prime  contractor  to  NASA  for 
Space  Shuttle  orbiters  and  their  main 
engines,  and  for  integration  of  the  en- 
tire Shuttle  system  and  selected  pay- 
loads.  The  Rockwell-built  orbiter  is  the 
world's  first  reusable  spaceship,  cap- 
able of  at  least  one  hundred  missions 
into  space  and  back.  It  will  launch  like 
a  rocket,  haul  like  a  truck,  work  like  a 
space  station,  then  return  to  Earth  and 

1978  operating  income 


197 '8  total  sales 
land  like  a  glider. 

But  aerospace  is  only  part  of  the 
Rockwell  story.  Rockwell  International 


is  a  major  multi-industry  company, 
applying  advanced  technology  to  a  wide 
range  of  products  —  in  aerospace, 
automotive,  electronics  and  general  in- 
dustries. Following  are  some  examples 
of  our  balanced  diversification. 

Aerospace. 

(Sales,  fiscal  1978:  $1.4  billion.) 

Rockwell  aerospace  involve 
ment  extends  well  beyond  the 
Space  Shuttle.  Our  rocket 
engines  have  been  used 
to  launch  over  two-thirds  M 
of  all  U.S.  manned  space  n 
flights  and  satellites,  and 
we're  building  the  Navstar 
satellites  that  are  bringing  totally- 
new  standards  of  accuracy  to  world 
navigation. 

For  general  aviation,  we  build 
Sabreliner®  business  jets,  Commander5 
690B  propjets,  and  Commander  piston- 
powered  aircraft.  And  we  have  a  long, 
proud  history  as  a  designer  and  builder 
of  U.S.  military  aircraft. 


One-half  of  the 
highway  tandem  tractors 
North  America  are  equip 
ped  with  Rockwell  axles 
and  more  than  half  of  the 
heavy-duty  trucks  stopwi1 
Rockwell  brakes.  We're 
also  a  major  supplier  of 
drivelines,  steel  and  styled  aluminum 
wheels,  mechanical  devices,  castings, 
stainless  steel  wheel  covers,  reinforcec 
plastic  and  other  components  for 
trucks,  trailers,  buses,  vans  and  pas 
senger  cars. 


Tripmaster 
helps  a  truck  live  longer 
and  a  fleet  operator  mana£\ 
his  business  better. 
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In  this  age  of  rising  costs,  Rock- 
is  creating  products  that  can  help 
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Rocket  engine 
wer  equivalent  to 
the  output  of 
23  Hoover  Dams. 


Every  day, 
hundreds  of  millions  oj 
cubic  feet  of  gas  flow  through 

the  Rockwell  Hypresphere  ball 
valves  on  this  production  platform 
in  the  Gulf  of  Mexic 


trucks  and  cars  perform  better. 
We've  developed  an  electronic 
instrumentation  system 
called  Tripmaster®  which 
can  provide  truck  fleet  op- 
erators with  data  that  can 
improve  vehicle 
utilization  and 


T 


terating  efficiency.  Some  of  our  com 
ments  that  can  help  cut  a  trucker's 
bl  consumption  and  increase 
iiyloads  include  a  new 
uminum  front  axle 
[am,  Taper- Leaf® 
(rings  and 
ppmaster® 
ekes.  Our 
[eight-saving 
:Dducts  for 
rs  include  re- 
orced  plastic 
mponents  and 
jminum 

heels       quarter-mill  ion -bit 
bubble  memory  devi 


Mechanical 
mass  storage 
computer  mem- 
ories can  now 
be  replaced  by 
smaller,  faster, 
more  reliable, 
more  energy- 
efficient  systems. 


Electronics. 

(Sales,  fiscal  1978:  $1.3  billion.) 


We're  one  of  the  world's  leading 
)pliers  of  avionics  —  communica- 
is,  navigation  and  flight  control  equip 
nt  for  air  transport,  general  aviation 
]i  government  aircraft.  We  also  make 
:roelectronic  systems  and  devices 
;j  guidance  and  control  systems.  And 
manufacture  and  install  telecom- 
nications  systems  for  businesses 
i  governments  worldwide. 

One  of  Rockwell's  latest  elec- 
iic  achievements  is  the  production 
>ubble  domain  memories.  We  devel- 
:d  and  market  a  device  measuring 
ut  two-fifths  of  an  inch  square  that 
store  up  to  256,000  bits  of  infor- 
:ion.  It  has  no  moving  parts  and  re- 
lis  its  data  without  use  of  power. 


General  Industries. 

(Sales,  fiscal  1978:  $1.6  billion.) 

Most  of  America's  major  daily 
newspapers  are  printed  on  Rockwell- 
Goss  presses.  We  also  make  textile 
equipment,  industrial  sewing  machines, 
power  tools,  water  and  gas  meters  and 
other  products  for  utilities. 

n  addition,  our  extensive  tech- 
nology is  being  applied  to  the 
world's  growing  need  for 
alternate  sources  of  ener- 
gy. We're  involved  in 
projects  for  nuclear 
energy,  coal  gas- 
ification, flue  gas 
desulfuriza- 
tion,  and 
solar,  wind 
and  geo- 
thermal 
power. 
We  also 
manufacture 
valves  —  plug, 
pipeline  ball, 
gate,  globe, 
angle  and 
check  valves  for  America's 
power  needs.  Our  Flow  Control 
Division  is  one  of  the  world's  leading 
suppliers  of  high-technology  valving 
for  U.S.  and  international  energy 
markets.  Rockwell  valves  are  used  in 
oil  and  gas  production,  transmission 
and  processing;  natural  gas 
distribution  pipelines;  coal  slurry 
pipelines;  synthetic  fuel  processing 
plants;  electric  power  plants; 
shipboard  power  plants;  and  in  many 
other  energy-related  markets. 


Rot  kivell  was 
the  first  company 
in  the  world  to  prodw  e  a 
256,000-bit  memory  for 
i  ommercial  applications 


Over  14,300  scientists 
and  engineers. 

Of  our  114,000  employees, 
one  in  eight  is  either  a  scientist  or  an 
engineer.  They  constitute  about  one 
percent  of  America's  total  scientific- 
engineering  community.  This 
technological  base  positions  us  for 
leadership  in  each  of  our  product 
areas.  It  also  makes  our  corporate 
slogan,".  .  .where  science  gets  down 
to  business,"  a  fact. 

Business  is  good. 

Rockwell 
International's  total 
sales  for  1978  were 
$5.67  billion. 
Fiscal  1978  was  the 
most  profitable  year 
in  Rockwell's  history. 
Net  income,  up  23% 
over  fiscal  1977, 
was  $176.6  million, 
generating  a  record 
$5.02  per  share. 
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For  more  of  the 
Rockwell  story,  please  write  us: 
Rockwell  International, 
Dept.  815R,  600  Grant  Street, 
Pittsburgh,  PA  15219. 


Rockwell 
International 


where  science  gets  down  to  business 


FollowThrough 


Sharing  a  dream 

The  founders  of  Telenet  Communica- 
tions dreamed  of  becoming  "the  busi- 
nessman's telephone  system  of  the 
Eighties,"  President  Lawrence  G.  Rob- 
erts told  Forbes  four  years  ago  (Nov.  15, 
1975)  "By  1980,"  he  predicted,  "our  rev- 
enues should  be  at  least  $1  billion." 
Three  years  later,  Roberts,  pioneer  of  the 
firm's  "packet  switching"  data  transmis- 
sion system,  was  still  dreaming  but  in  a 
lower  key.  Revenues  of  $100  million  by 
1982  would  be  "much  more  important 
than  reaching  that  billion  whenever,"  he 
said  then  (Forbes,  A/»:  17,  1978).  But 
Telenet  went  on  to  lose  about  $5  million 
in  1978  and  seemed  headed  for  oblivion 
in  1979. 

Roberts'  dream  of  a  new  communica- 
tions giant  is  again  alive — but  it's  not  the 
dream  he  and  his  backers  had.  Telenet  is 
now  a  subsidiary  of  one  of  the  titans  it 
had  hoped  to  rival,  General  Telephone  & 
Electronics,  which  bought  the  small  Vi- 
enna, Va.  company  this  June  for  $55  mil- 
lion in  GTE  stock. 

Telenet  started  with  flying  hopes. 
Packet  switching,  developed  and  proved 
by  the  U.S.  government,  looked  like  a 
natural.  The  system  breaks  up  data  into 
bursts  of  electronic  information,  flashes 
them  by  the  fastest  circuit  available  (mi- 
crowave, cable,  whatever)  and  reassem- 
bles them  at  the  other  end.  Because  it 
needs  no  special  transmission  facilities 
(Telenet  relied  primarily  on  AT&T's  Bell 
System),  it  enjoyed  obvious  economic 
advantages.  Roberts,  who  had  worked 
with  packet  switching  while  at  the  Pen- 
tagon, knew  as  much  about  it  as  any  man 
alive,  if  not  more.  For  technical  and  fi- 
nancial backing  Telenet  had  Bolt,  Ber- 
anek  and  Newman,  the  Cambridge, 
Mass.  consultants,  along  with  Boston's 
Bessemer  Securities  and  Time  Inc. 

The  new  company  had  180  customers 
by  the  spring  of  1978,  including  such 
names  as  Hughes  Aircraft  and  General 
Motors.  The  big  problem,  which  limited 
buyers  like  CM  to  employing  Telenet  for 
only  a  fraction  of  their  needs,  was  the 
nagging  worry  that  Telenet  might  not  be 
around  very  long.  The  company  tried  ev- 
erything. It  hired  a  marketing  specialist 
and  paid  him  $25,000  a  year  more  than 
founder  Roberts.  For  greater  security,  it 
moved  its  headquarters  out  of  Washing- 
ton, D.C.  to  a  Virginia  suburb  whose 
telephone  exchange  also  served  the  CIA. 
Nothing  worked. 

Eventually,  it  became  evident  that 
only  marriage  to  a  big-name  company 
could  save  Telenet.  Most  of  these,  how- 
ever, fought  shy.  For  one  thing,  Telenet 
was  a  regulated  business;  it  was  also  cap- 
ital intensive,  spending  money  on  equip- 


ment and  then  renting  its  services.  GTE 
and  its  chairman,  Theodore  F.  Brophy, 
eventually  took  on  the  rescue  mission 
last  December.  Then  the  Federal  Com- 
munications Commission  moved  in 
with  a  set  of  conditions  that  would  have 
made  GTE  participation  uneconomical  if 
not  impossible.  The  regulators,  for  exam- 
ple, wanted  GTE  (whose  telephone  sys- 
tem is  second  only  to  Bell)  to  stay  at 
arm's  length  from  Telenet.  One  division 
of  the  big  company  already  had  a  mainte- 
nance deal  with  Roberts,  and  GTE  will 
obviously  consider  employing  its  own 
products  in  expanding  the  packet- 
switching  operation. 

GTE's  Brophy  laid  it  on  the  line.  Tele- 
net, he  told  the  FCC,  was  headed  for 
bankruptcy,  with  $5  million  in  1978 
losses  and  the  prospect  of  another  $5 
million  to  $8  million  in  red  ink  for  1979. 
By  June  14,  he  said,  the  deadline  for  GTE 


For  Roberts  and  his  original  backer) 
the  nightmare  is  over.  They  may  hav 
been  forced  to  share  their  billion-dolla 
dream — but  it  now  seems  headed  for  r«| 
ahty  at  last. 


Telenet  's  Lawrence  Roberts 

To  save  a  dream,  marry  for  money. 

withdrawal  if  the  commission  refused  to 
lift  its  restrictions,  Telenet  would  be 
down  to  $100,000  in  cash.  His  argument 
prevailed,  but  not  until  the  eleventh 
hour — June  13 — when  the  FCC  relented. 

The  net  result  should  please  everyone. 
Roberts  now  will  get  the  money  he 
wants  to  expand  his  system;  Brophy  says 
GTE  is  ready  to  finance  capital  expendi- 
tures of  $100  million.  Bolt,  Beranek  and 
Newman,  the  original  backer,  will  get 
GTE  shares  paying  more  than  $1  million 
in  annual  dividends,  and  its  stock  has 
moved  to  14  after  losses  on  Telenet,  its 
major  investment,  had  driven  it  as  low  as 
6.  For  public  shareholders  who  bought 
the  company  at  9  when  it  went  public  in 
1977,  and  for  private  buyers  who  bought 
at  an  average  8V2,  the  GTE  offer  was 
worth  $21. 


Real  estate  and  reform 

British  real  estate  man  Martin  Myer 
looks  upon  tax  reformers  and  urban  plan 
ners  as  his  stoutest  allies,  even  if  the 
don't  realize  it.  Closing  tax  loopholes  an 
clamping  environmental  controls  o| 
builders,  in  his  view,  creates  an  eve) 
rising  market  for  existing  office  space 
his  stock  in  trade.  "It's  fascinating,"  h| 
told  Forbes  three  years  ago  (Oct.  li 
1976).  "The  reformers  utterly  fail  to  set 
the  consequences  of  what  they  are  d<: 
ing."  He  had  watched  Britain's  govern 
ment  turn  a  glut  of  London  buildings  int 
a  bonanza  and  was  sure  "this  is  the  wa 
the  U.S.  must  go." 

Myers,  then  35,  was  setting  up  a  Ne\ 
York  headquarters  for  London-base 
fanes,  Lang,  Wooton,  the  internationa 
real  estate  consulting  firm.  His  suprem 
confidence  in  a  renaissance  of  offic 
space,  then  in  huge  oversupply,  has  bee) 
fulfilled — but  not  exactly  for  the  reason] 
he  advanced.  True,  Congress  did  close  o| 
some  real  estate  tax  shelters,  but  other 
have  been  found  to  replace  them.  True 
insurance  companies  and  other  institu 
tional  buyers  have  moved  into  commeij 
cial  real  estate,  but  they  hardly  dominate 
it.  True,  environmental  rules  can  keep 
builder  working  for  a  year  on  impac 
statements,  zoning  laws  and  other  task 
before  even  breaking  ground  for  a  ne\j 
skyscraper,  but  office  buildings  are  stil 
going  up. 

Myers  was  upset  in  1976  that  thi 
doomsaying  about  New  York  City 
mountain  of  woe  would  frighten  the  foij 
eign  investors  that  made  up  lones,  Lang 
Wooton 's  client  list.  Nonetheless,  he  in 
sists,  he  has  always  been  bullish  on  th 
city.  "Why  else  would  we  choose  Nev 
York  for  our  American  headquarters?" 

Certainly,  the  timing  was  right.  Ii 
1973,  Myers  recalls,  New  York  had  2! 
million  square  feet  of  vacant  office  space 
"Today  it  has  nil,"  he  says.  ILW  bough 
seven  old  buildings  in  New  York's  Wal 
Street  area,  and  its  clients  are  makinj 
money  on  them  with  rents  between  $! 
and  $13  a  square  foot;  a  new  buildinj 
needs'  rents  in  the  $20s.  One  elderlj 
structure  hard  by  the  New  York  Stocl 
Exchange  was  half  empty  when  ILW  ac 
quired  it.  Within  two  months,  all  of  ii 
had  been  leased. 

The  reformers  may  not  have  influl 
enced  commercial  real  estate  in  the  U.S 
to  the  extent  that  they  have  in  London 
but  Myers  still  maintains  that  the  tren< 
in  that  direction  is  "inexorable."  Mean 
while,  he  and  his  colleagues  in  Jones 
Lang,  Wooton  are  doing  very  nicely 
thank  you.B 
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Readers  Say 


Recession  cure 

Iir:  To  get  our  economy  moving  and  our 
bountry  together  again,  we  need  another 
ivar.  We  should  petition  President  Carter 
o  immediately  declare  war  on  Atlantis, 
vlany  of  the  previous  drawbacks  of  war 
puld  be  eliminated  with  all  of  the  obvi- 
ms  benefits.  All  of  our  mothballed  ships, 
or  example,  could  be  towed  to  the  loca- 
ion  of  Atlantis,  wherever  that  is,  by 
nembers  of  the  EPA,  other  bureaucrats, 
cologists  and  environmentalists,  who 
;ot  us  into  the  mess  we  are  in  today. 
-Alan  Kalian 
an  Francisco,  Calif 


Youth  limit 

ir:  President  Carter  could  save  millions 
f  gallons  of  fuel  each  week  if  he  were  to 
stablish  a  minimum  driving  age  in  the 
ame  way  we  have  a  maximum  55-mph 
peed  limit.  Certainly  over  80%  of  the 
riving  by  the  15-to-17  age  group  is 
onessential  and  the  gasoline  they  con- 
ume  "just  cruising"  is  significant. 
-Harrison  VV  Kimbrell 
't.  Pleasant,  S.C. 

Why  stocks  &re  down 

im:  MSF  says,  "It  makes  absolutely  no 
rcnse  that  common  stock  investors  have 
Blade  on  average  no  dollars  in  over  a 
Hecade"  (Fact  and  Comment,  July  9)  I  dis- 
agree with  him. 

li  As  prices  go  up  and  future  dollars  be- 
H3me  worth  less,  the  investor  must  real- 
Ire  higher  cash  flows  on  every  dollar  of 
jivestment.  Since  most  corporate  earn- 

lgs  (when  adjusted  for  inflation)  are  cur- 
j'ntly  inadequate  to  both  replace  inven- 
«)ries,  property  and  equipment,  and  in- 
j  ease  dividends,  stock  prices  must  fall. 
C  Peterson 

?nver,  Colo 


Obsolete  U.S.  products 

|r:  Re  your  recent  article  on  the  non- 
jmerican  multinationals  (June  25)  In  a 
iorld  of  high  and  rising  energy  and  raw 
Materials  costs,  a  lot  of  the  products  and 
Hocesses  on  which  the  American  chal- 
lenge was  based  may  be  actually  or  po- 
iNntially  obsolete. 

i  What  do  the  Airbus,  Michelin  radial 
Ires,  the  Japanese  and  the  French  tech- 
*;>logy  used  by  Amtrak  locomotives,  the 
ipnda  engine  or  Daimler-Benz  trucks  all 
■live  in  common?  They  all  use  less  ener- 
i  or  materials  in  performing  a  given 


function  for  customers  than  do  their  U.S. 
equivalents. 

The  fact  of  having  been  based  in  a 
market  where  energy  was  once  cheap, 
and  now  is  artificially  cheap,  seems  to 
have  led  a  number  of  U.S.  companies  to 
respond  very  slowly. 
— Dr.  Laurence  G.  Franko 
Co-holder,  U.S.  Professorship  of  the 

Corporation  and  Society. 
Centre  d'etudes  industrielles 
Geneva,  Switzerland 


Grand  assumption 

Sir:  Dr.  Barry  Commoner  advocates 
photovoltaic  cells  ("Our  Energy  Future  Is 
Sunny  And  Bright,"  Fact  and  Comment, 
June  11).  He  expects  the  cost  of  photo- 
voltaic cells  to  "decrease  by  a  factor  of 
twenty.  ..."  With  assumptions  like  that 
almost  anything  is  economical. 
— Charles  L  Larson 
Sunnyvale,  Calif. 


Flying  cars 

Sir:  Your  comments  on  "Costly  Overkill 
To  'Save'  Kids"  (Fact  and  Comment,  Apr. 
2)  were  long  overdue.  As  a  pharmacist,  I 
recognized  this  absurd  situation  early  on. 
The  seat  belt  was  also  put  into  the  auto- 
mobile to  "save"  lives.  It's  always  been 
my  belief,  however,  that  if  God  had 
wanted  the  automobile  to  have  seat 
belts,  he  would  have  given  it  wings. 
— George E  Hlavin 
Rio  Rancho,  N.M. 


Helped  focus  us 

Sir:  In  your  June  25  article  entitled  "An- 
ticonsultant  consultant"  about  the  Stra- 
tegic Planning  Institute,  Armco  was 
quoted  as  having  said  that  as  a  result  of 
SPI  "we  junked  our  innovation  plans." 

Rather  than  "junking"  innovation, 
Armco  Building  Systems  has  embarked 


within  the  past  two  years  on  vigorous 
development  both  of  new  products  and 
improved  manufacturing  processes. 

Far  from  discouraging  innovation,  the 
SPI  analysis  helped  us  define  our  market 
more  precisely,  and  thus  focus  on  our 
strengths.  We  shaped  our  research  and 
development  program  accordingly. 
— Herman  J  Dellerich 
Vice  President  ami  General  Manager. 
Armco  Inc. 
Middletown,  Ohio 


Sir:  The  article  about  Henry  Singleton 
that  appeared  in  the  July  9  issue  features 
a  photograph  of  Mr.  Singleton  in  front  of 
a  chessboard.  One  assumes  the  idea  is  to 
convey  the  image  of  him  as  a  brilliant 
strategist.  Unfortunately,  the  caption: 
"Be  stubborn  and  consider  the  unthink- 
able" is  not  strong  enough.  It  should  be 
amended  to  read:  ".  .  .  and  be  prepared  to 
lose."  The  position  of  the  pieces  on  the 
chessboard  illustrates  a  condition  which 
even  absolute  beginners  could  not  create, 
and  which  would  result  in  disaster. 
— Stuart  A.  Kessler 
New  York,  N.Y. 


Short  distance 

Sir:  Your  article  (on  Forbes  Editor  James 
Michaels,  Fact  and  Commerit,  June  25) 
reminded  me  of  an  old  military  motto: 
"There  is  only  18  inches  between  a  pat 
on  the  back  and  a  kick  in  the  pants." 
— It,  Co/John  C  Stewart  (USAF,  Ret.) 
Sonoma,  Calif 


A  long  life  expectancy 

Sir:  As  a  result  of  your  use  of  the  photo- 
graph of  the  retired  chairmen  of  Caterpil- 
lar Tractor  ("If  You  Want  To  Live  Ad 
Infinitum,"  Fact  and  Common,  May  28),  I 
have  received  a  couple  of  approaches 
from  people  who  want  to  reduce  my  life 
insurance  premium. 
— Lee  L.  Morgan 
Chairman  and  CEO, 
Caterpillar  Tractor  Co 
Peoria,  III. 


They  should  be  on 

Sir:  You  omitted  J.C.  Penney  from  your 
"The  150  largest  U.S.  multinationals" 
(June  25)  We  should  have  been  listed  in 
position  number  101. 

— Roger  L.  Toniedon 

Manager  of  International  Development, 

J.C.  Penney  Co. 

Neiv  York,  N.Y. 


Headed  for  disaster 
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Imagination,  instinct,  and 
versatility  (not  size  alone) 
set  Merrill  Lynch  apart 
from  the  herd. 

Too  many  people  see  only 
the  size  of  Merrill  Lynch;  they 
miss  the  subtler  qualities  that  truly 
make  us  a  breed  apart. 

Imagination.  Our  investment 


bankers  came  up  with  a  creative 
way  to  raise  $75  million  for  an  oil 
exploration  company. 

Traditional  ways  of  raising 
the  capital  would  have  overly  di- 
luted earnings  or  impaired  finan- 
cial flexibility.  So  we  suggested, 
developed  and  placed  a  public 
offering  of  convertible  preferred 


stock— all  within  40  days. 

Instinct.  One  of  our  c 
porate  clients  wanted  to  buy  ba 
200,000  shares  of  its  own  stock 
in  a  week.  Getting  the  best  pri  rdn 
was  a  question  of  market  timii 
...of  knowing  when  to  walk  out 
the  market,  when  to  watch  aj 
wait,  when  to  move  in  and  bi 


©  Copyright  1979  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc.  Member,  Securities  Investor  Protection  Corporation  (SIPC). 


2 


eans  to  be  a  breed  apart. 


ressively.  That's  instinct. 

|  And  because  of  it,  we  were 

to  buy  back  the  whole  200,000 
res  within  Vi  point  of  the 
king  price. 
Versatility.  We  can  also  help 

reach  your  personal  financial 

s,  despite  changing  markets 

tough  tax  laws. 


In  1953,  a  man  walked  into 
our  St.  Louis  office  and  bought 
$487  worth  of  stock. 

Over  the  years,  he  moved  up 
in  his  company;  as  his  assets 
grew  and  his  needs  changed, 
his  Merrill  Lynch  Account 
Executive  kept  pace— 
with  equities,  commodities, 


real  estate  partnerships.  Now  he's 
buying  tax  shelters  in  $10,000  lots. 

How  can  Merrill  Lynch's 
unmatched  resources  benefit  you? 
Ask  us.  Find  out  what  it  means  to 
deal  with  a  breed  apart. 

Merrill  Lynch 

A  breed  apart. 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 

The  Glenlivet 

Unchanged  since  1824. 


A 


TASTEWOND 
PREMIUM  SCOTCH 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


"YOU  CAN  SOLVE  ANY  PROBLEM 

f  you  throw  enough  money  at  it,"  goes  an  oft-quoted,  widely  exception.  The  U.S.  government  throws  more  money  at  more 
iccepted  maxim.  problems  than  anyone  could  conceive,  and,  instead  of  solving 

If  it  takes  exceptions  to  prove  the  rule,  we've  got  a  classic    those  problems,  it  too  frequently  compounds  'em. 

"IT'S  NOT  WHO  OWNS  THE  OIL 

Hit  whogefs  it  that  really  matters,"  the  chief  of  a  most  major  for  the  ironclad  right  to  market  a  major  portion  of  it  is  the 

J.S.  energy  company  observed  to  us  recently.  name  of  the  game  nowadays.  So  far  as  we're  concerned,  the 

"Owning  oil  in  foreign  lands  is  a  dead  issue  for  Big  Oil  difference  between  that  and  ownership  in  the  old  sense  is 

:orporations,"  said  he.  "Making  the  deal  to  find  oil  in  return  merely  a  matter  of  semantics." 

MANDATING  ENERGY  STANDARDS  FOR  NEW  BUILDINGS 

ihould  be  done — now.  Congress  has  asked  the  Department  of  standards  should  be  swiftly  applied  so  that  the  emphasis  is  on 

mergy  to  develop  the  codes  so  that  they  can  do  unto  new  energy  conservation,  including  innovative  heat  recycling, 

instruction  what  has  been  done  unto  old  gas-guzzling  autos.  Imagine,  it's  been  estimated  that  requiring  all  outside  doors 

Building  codes  for  homes  (single  and  multiple),  offices,  fac-  to  be  either  double  or  revolving  would  alone  save  infinite 

ories,  stores  and  whatsoever  now  exist  with  varied  emphasis  billions  of  Btus. 

>n  electrical  installations,  on  fire-proofing  and  the  like.  New  Let's  get  on  with  it. 

JIMMY,  BABY,  DOES  THIS  SOUND  LIKE  WHAT  YOU  SAID 

vhen  launching  your  allout  assault  on  business  expenditures  replied:  "I  really  believe  that  it's  good  not  only  for  me  but  for 

or  entertaining  and  for  executive  and  employee  recreation  the  country  to  be  able  to  do  that  on  occasion.  I,  like  the  average 

facilities  and  expenses?  American,  need  some  recreation  at  times." 

Queried  about  your  recent  helicopter  jaunt  to  go  fishing,  you  Welcome  to  the  club,  Mr.  President. 

THERE'S  SOME  INNER-CITY  EXCITEMENT  THESE  DAYS 

Muggings,  murders,  spaced-out 
irug  addicts,  warring  dope  traf- 
ickers,  fires  and  pillaged  and  plun- 
dered abandoned  buldings — those 
excitements"  of  inner  cities  from 
Jew  York  to  Newark  to  Chicago 

0  Detroit  to  Los  Angeles,  St. 
ouis  and  too  numerous  cities  in 
etween  have  long  since  ceased 
d  be  news. 

That  rarity  in  news,  good  news, 

1  what's  making  news  these  days 
i  a  number  of  inner  cities.  The 


Self-help  project  in  Baltimore 


good  news  is  hard  news,  not  mere- 
ly more  hopeful  prophesying  about 
things  and  programs  to  come  that 
somehow  never  in  fact  arrive. 

Neighbors  are  banding  together 
and  joining  with  determined  home 
seekers  who  can't  cope  with  the 
soaring  rent  costs  of  cities'  safe 
zones.  Mostly  by  their  unskilled 
selves,  they  are  restoring,  rebuild- 
ing, rehabilitating  abandoned 
buildings.  From  New  York's  devas- 
tated South  Bronx  and  its  formerly 
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empty-lofted  Soho  to  old  Baltimore  slums,  the  move  is  on. 
More  and  more  cities  are  finding  ways  to  give  tax-abandoned 
properties,  free  of  cost,  to  those  who'll  restore  'em. 

Miracle?  Not  really.  Just  a  realization  that  there's  housing 
to  be  had  if  those  in  need  can  and  will  work  hard  at  creating 
it  instead  of  running  ever  harder  on  the  ever-higher  rent 
treadmill.  The  spirit  is  spilling  over  to  care  for  parks,  to 
safety  vigilance — not  vigilante  stuff  but  an  alertness  and 
awareness,  a  communication  with  city  departments,  with 
police  and  fire  stations.  By  speaking  with  coordinated  block 


or  area  voices,  they  carry  clout  in  any  and  every  city  hall 
So  far  I  guess,  in  percentage  terms,  the  progress  isn't  over 
whelming.  But  it's  spreading. 

Bricks  and  mortar,  not  shining  promises,  are  what  make  this! 
aspect  of  inner-city  news  heartening  and  exciting.  Our  Amern 
can  pioneers  may  long  since  be  dead,  but  their  spirit  is  return- 
ing to  the  new  frontier  of  pioneering — our  inner  cities.  Places; 
to  live,  to  work,  to  create  are  all  there  for  the  taking.  All  that's 
required  is  all  that's  ever  been  required — a  bit  of  vision  and  ai 
lot  of  hard  work. 


IT'S  LIKE  TRYING  TO  STOP  A  LAVA  FLOW 


Curbing  bureaucracy's  flow,  that  is. 

U.S.  presidents  have  proven  as  reed-weak  as  public  indigna- 
tion in  stemming  the  growth  of  civil  service.  People  working  for 
the  federal  bureaucracy  still  grow  in  numbers — big  numbers. 

One  hope  of  slightly  slowing  this  enveloping 
monster  is  the  effort  on  the  part  of  some  govern- 
ment departments  to  farm  out  supplemental  ser- 
vices to  low-bidding  enterprising  entrepreneurs, 
such  as  contracting  out  feeding  Pentagonians  in- 
stead of  doing  it  in-house. 

William  Fishman,  who's  built  ARA  Services 
into  a  giant  services  organization,  points  out  some 
of  the  pitfalls  in  bidding  to  perform  government 
support  services  over  the  obstacle  of  unenthusias- 
tic  bureaucrats.  "Asked  to  submit  a  bid,  we  do  a  complete 
cost  analysis,"  says  Fishman.  "Getting  the  costs  is  not  always 
easy.  For  example,  if  we're  bidding  on  a  food  service  operation 
that  has  been  operated  in-house  and  the  purchasing  depart- 
ment handled  all  purchases  as  part  of  its  overall  responsibil- 
ities, has  the  cost  been  properly  allocated  to  the  food  service? 
The  same  can  be  said  of  personnel,  security  and  a  raft  of  other 
support  functions. 

"The  first  look  at  the  actual  total  costs,  including  fringe 


benefits  and  an  allocation  for  services  that  have  been  provided 
by  other  departments,  can  quite  often  be  a  real  surprise  to  the 
executive  in  charge.  And  it  can  be  a  real  shock  to  the  bureaucrat. 
"Fringe  benefits  to  federal  employees  are,  to  be  most  kind, 
generous.  Pensions  alone  are  estimated  to  equal 
42%  of  salary.  Yet  when  this  cost  is  assigned  to  a 
project,  government  accountants  have  used  figures 
ranging  anywhere  from  32%  down  to  8.44%.  The 
federal  employee  works  1,860  hours  a  year  while 
the  counterpart  in  private  industry  works  2,080 
hours,  or  10%  more  productive  time  each  year. 

"As  you  can  easily  see,  given  realistic  costs,  the 
use  of  private  contractors  with  nonfederal  employ- 
ees can  mean  considerable  savings.  As  you  can  also 
see,  it  can  mean  war  with  the  civil  servants  and  the  unions. 

"Many  of  the  entrenched  bureaucracies  are  still  opposed  to 
any  move  toward  introduction  of  private  enterprise  since  they 
view  it  as  a  threat  to  their  domain  rather  than  a  solution  to 
fiscal  problems." 

Contracting  out  government  work  in  competitive  bidding 
offers  one  small  hope  that  we  can  postpone  the  date  when  we 
spend  a  majority  of  our  time  working  to  support  those  sup-1 
posedly  working  for  us. 


NONE  OF  US  WILL  LIKELY  REMEMBER 

in  what  magazine  or  just 
when  this  Twenties-look- 
ing illustration  appeared. 
But  when  it  turned  up  at 
an  auction  the  other  day  I 
couldn't  resist  this  re- 
minder of  how  things  once 
were — cheerful  cabbies 
seeking  rainy-day  fares  in 
the  days  when  a  dollar 
took     you  somewhere. 

Percy  D.  Johnson 

WE'LL  NEVER  DESERT  DESSERT 


According  to  doctors  galore  and  health  experts  (some  de- 
greed, most  self-anointed),  desserts  are  bodily  disasters.  Espe- 
cially ones  that  taste  good.  Ending  a  meal  with  a  rich  conglom- 
eration is  portrayed  as  being  a  health  menace  on  a  par  with 
exposure  to  radioactivity. 


Well,  what  Churchill's  longevity  did  for  cognac  and  cigars, 
we  who  love  sweet  finales  intend  to  do  for  desserts. 

We  feel  as  Brillat-Savarin's  sister  did  when,  at  the  age  of  94, 
during  lunch,  she  hastily  summoned  her  butler:  "I  fear  I  am 
dying — bring  on  the  dessert." 


18 


FORBES,  AUGUST  6,  19791 


RESTAURANTS— GO, 

•  A  Quiet  Little  Table  in  the  Corner— 237  Madison 
Ave.  (Tel:  685-7160).  Aging  area  Lotharios  trysting  with  their 
counterparts  over  delicatessen  food  served  at  banquettes  be- 
hind illuminated  glass  bead  curtains. 

Bruno— 240  East  58th  St.  (Tel:  688-4190).  Another  good 
Italian  restaurant  of  which  there  are  now  perhaps  a  dozen  out 
of  New  York's  Italianate  hundreds.  The  mozzarella  a  la  casa  is 
super;  so,  too,  the  saltimbocca  and  the  fried  zucchini  julienne. 

Joy  Luck— 57  Mott  Street.  (Tel:  267-3056).  I'd  read  that 
this  hole  in  the  wall  Chinatown  place  was  the  real  McCoy  for 
Cantonese  dishes.  But  the  strongest  thing  going  for  it  isn't  the 
food;  it  has  to  be  the  amazingly  low  prices.  Chinatown's  fun, 
but  there  are  several  considerably  more  appealing  restaurants. 

•  La  Bonne  Bouffe— 127  East  34th  St.  (Tel:  679-9309). 
Unpretentious,  unexpensive  small  French  restaurant  with  Co- 
quilles  St.  Jacques  convincingly  fresh — you  can  tell  by  the  sand. 
Reasonable,  decent  wines,  and  a  delicious  pureed  broccoli.  The 
cheesecake  far  better  than  most.  Big  Plus:  A-l  service  by  the 
most  good-natured  country-style  waitress,  who  has  counter- 
parts all  over  France. 

•  Le  Refuge— 309  East  83rd  St.  (Tel:  861-4505).  A  reason- 
ably genuine  French  bistro,  reasonably  priced.  Recommended 
■vith  delight.  Fast,  fresh,  simple,  good. 


STOP 

O.G.  Dining  Rooms— 113  Thompson  St.  (Tel:  966- 
4532).  Just  as  Greenwich  Village  has  relatively  few  very  good 
restaurants,  it  also  has  relatively  few  with  authentic  ambiance 
rather  than  arty-airy  trappings  or  touristy  kitsch.  O.G.'s  is  for 
real  and  has  the  most  imaginative  meal-size  sandwich  combi- 
nations extant.  The  constantly  fresh  assorted  home-baked 
goodies  are  irresistible  caloric  disasters. 

Peng's  Restaurant— 219  East  44th  St.  (Tel:  682-8050). 
One  of  the  top  Chinese  restaurants,  with  the  tastiest  assort- 
ment of  hot  hors  d'oeuvres.  Watch  for  that  "Hot  &  Spicy" 
symbol — it's  too  true. 

•  Sardi's— 234  West  44th  St.  (Tel:  221-8440).  I  hadn't 
been  to  this  Beloved  by  Theater  People  (casts,  stars,  would- 
bes  and  hangers-on)  in  four  years  and,  so  far  as  the  food  is 
concerned,  it  will  be  a  longer  time  before  the  next. 

Sea  Fare  of  the  Aegean— 25  West  56th  St.  (Tel:  581- 
0540).  New  York  has  few  decent  seafood  restaurants.  This  is 
one,  though  it  features  broiled  everything — about  the  best  way 
to  toughen  any  seafood  that  should  be  tender.  Still,  they  did 
boil  the  lobster  on  request.  (Which  reminds  me  of  an  old  Forbes 
lament — why  would  anyone  put  a  price  premium  on  a  big  one 
which  has  to  be  tough  to  get  big,  while  the  little  ones  arc  the 
sweetest?)  Splendid  crabmeat,  excellent  french-fried  potatoes. 


THE  MORE  WEIGHT 

one  carries,  the  heavier  the  burden. 


STAY  SLIM 

and  die  later. 


JIMMY  CARTER  IS  BETTER  FIT  FOR  THE  PULPIT 


By  M.S.  Forbes  Jr. 


than  the  Presidency.  But,  as  a  more 
gifted  man,  Woodrow  Wilson,  trag- 
ically did  not  learn  60  years  ago,  there 
is  more  to  politics  than  preaching. 

The  bulk  of  Carter's  July  15th 
speech  would  have  made  a  fine  church 
sermon. 

He  hit  a  nerve  when  he  discussed 
the  crisis  of  the  American  spirit;  mil- 
lions of  people  are  made  uneasy  by  the 
lifestyles  and  the  attitudes  of  the  so- 
called  me-generation.  The  President 
was  eloquent,  too,  when  he  talked 
about  what  the  falling  dollar,  Water- 
gate, the  Vietnam  War  and  the  Kenne- 
dy and  King  assassinations  have  done 
to  some  of  our  old  self-confidence  and 
beliefs.  All  in  all,  the  President  skill- 
fully, forcefully,  played  the  chords 
that  won  him  the  1976  Presidential 
Election. 

Trouble  is:  The  President  was  then 
the  outsider  trying  hard  to  become 
the  insider.  Now  he  is  the  boss  who 
cannot  shirk  responsibility  for  the 
state  of  the  nation.  Presidential  hope- 
ful John  Connally  aptly  summed  up 
Carter's  speech:  "He  says  there  is  a 
crisis   of   confidence.   Who's  been 


President  for  the  past  two-and-a-half 
years?" 

*    •  • 

On  the  energy  crisis  itself,  the 
President  was  disappointing. 

The  centerpiece  of  his  vague  pro- 
gram is  a  massive  commitment  to 
synthetic  fuels.  The  problems  are 
awesome:  hundreds  of  billions  of  dol- 
lars capital,  mammoth  devotion  of  in- 
tellectual and  physical  resources,  a 
horrendous  appetite  for  a  liquid  that  is 
in  short  supply  in  much  of  the  U.S. — 
water — plus  the  prospect  of  monu- 
mental waste  and  inefficiencies  (cost- 
plus  contracts  cost  more).  Would  such 
resources  be  better  committed  else- 
where? Is  the  government  the  best 
vehicle  to  spend  and  direct  those  re- 
sources? Carter  has  not  given  the  im- 
pression of  really  coming  to  grips  with 
questions  like  these. 

What  the  President  did  not  cover 
was  even  more  of  a  letdown. 

No  word  was  said  about: 

Scrapping  the  disastrous  gas-alloca- 
tion system  which  turned  a  small 
shortage  into  a  national  nightmare; 
cleaning  up  the  legislative  mess  in 
natural  gas  pricing;  letting  us  swap 
Alaskan  oil  with  Japan,  a  move  that 


could  increase  Alaskan  production  by 
400,000  barrels  a  day;  cutting  away  at 
some  of  the  onerous,  unnecessary  reg- 
ulations that  inhibit  mineral  explora- 
tions on  federal  lands. 

No  word,  too,  about  Mexico  or  eas- 
ing regulations  on  the  mining  and 
burning  of  coal. 

And,  of  course,  the  President  is  still 
pushing  a  windfall  profits  tax  that  will 
inhibit  domestic  oil  exploration. 

In  his  follow-up  speeches,  more- 
over, the  President  couldn't  resist 
lashing  out  once  again  at  the  villain- 
ous petroleum  companies. 

Deregulation  of  the  entire  energy 
industry  would  be  the  most  direct  and 
effective  antidote  for  our  foreign  de- 
pendence. Paying  a  true  market  price 
for  energy  would  be  the  best  incentive 
for  conservation  and  for  stimulating 
production  of  existing  and  new 
sources  of  energy.  Such  a  step  appar- 
ently is  so  simple  that  the  President 
regards  it  as  "unfair"  and  "dishonest." 

Jimmy  Carter  has  momentarily  re- 
vived his  dying  Presidency.  But  the 
rules  on  78-degree  building  tempera- 
tures will  quickly  melt  whatever  eu- 
phoria his  speech  created.  The  Presi- 
dent muffed  his  opportunity. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind — MSF 


Encouraging 
New  Technology 

Foreign  governments  support  the  de- 
velopment of  new  technology  far  more 
than  our  own  government  does.  Both  the 
Japanese  and  West  German  governments 
finance  multimillion-dollar  agencies  to 
promote  technology.  U.S.  companies  are 
not  permitted  to  recover  the  cost  of  cap- 
ital invested  in  improved  equipment 
nearly  so  quickly  as  our  counterparts  in 
other  countries.  The  percentage  of  cost 
recovery  allowed  during  the  first  three 
years  is  100%  in  Canada  and  the  U.K.; 
Sweden  and  France,  96%  and  90% ;  Italy 
and  Japan,  65%  and  64%.  The  U.S.  lags 
at  the  bottom  of  the  list,  with  60%. 
— from  a  speech  by  Thomas  J.  Guendel, 
CEO,  JI  Case  Co. 

In  other  industrialized  countries  cor- 
porations can  pool  their  R&D  resources 
to  work  toward  the  solution  of  signifi- 
cant problems.  They  need  not  worry 
about  being  slapped  down  by  the  govern- 
ment. In  fact,  the  government  of  Japan 
itself  is  pouring  $250  million  into  a  joint 
effort  by  its  computer  manufacturers. 
The  aim  of  the  alliance  is  to  develop 
machines  more  powerful  than  any  now 
marketed  by  U.S.  companies. 

— from  an  address  by  G.F.  Richards, 
CEO,  The  Budd  Co. 


Birth  of  Social  Security 

For  the  government  to  manage  a  pool 
to  help  old  people  seems  to  us  a  practical 
and  sound  idea.  ...  It  has  the  great  ad- 
vantage of  rewarding  people  according  to 
their  own  labor  and  diligence,  and  in  this 
respect  is  the  opposite  of  the  emergency 
relief  schemes  which  are  now  rewarding 
people  according  to  their  needs.  .  .  .  The 
people  that  make  us  mad  are  the  ones 
who  oppose  the  whole  idea  of  old-age 
security,  and  believe  that  everybody 
should  be  allowed  to  work  out  his  own 
destitution. 

— The  New  Yorker,  commenting  in  1936   Jji&;jt  rj~S^ 
on  the  enactment  of  Social  Security; 
reprinted  in  American  Heritage 


tion  the  motives  of  some  soft-spoken 
stranger  in  a  fancy  suit  and  bow  tie  who 
is  pushing  an  'entree  called  something 
that  sounds  like  the  name  of  a  Wagneri- 
an opera.  .  .  . 

I  seriously  doubt  if  I  could  tell  Cherries 
Jubilee  from  a  Howard  Johnson  sundae  if 
it  wasn't  for  the  smoke.  Besides,  I'm 
leery  of  any  dish  which  gets  served  while 
it's  still  cooking. 

— Roger  Hull,  editor/publisher, 
Road  Rider 

Trading  Up  to  Upped  Pay 

A  new  study  released  with  little  fan- 
fare by  the  U.S.  Civil  Service  Commis- 
sion concludes  that  some  155,000  federal 
employees — or  one  in  every  nine  mem- 
bers of  the  white-collar  work  force — are 
overpaid  by  being  promoted  to  pay 
grades  higher  than  their  work  justifies. 
Cost  to  taxpayers:  $436  million  a  year  in 
excess  salaries  and  fringe  benefits. 

— U.S.  News  et>  World  Report 

Chew  on  This 

Some  interesting  conclusions  [were 
drawn  by  Professor  Kurt  W.  Back  of 
Duke  University  from  questionnaires 
sent  to  vegetarians  and  gourmets].  .  .  . 
Gourmets  tended  to  be  older  and  were 
more  likely  to  have  migrated  to  the  city 
from  a  small  town  or  rural  area.  In  con- 
trast vegetarians  were  likely  to  have 
been  raised  in  the  city.  .  .  .  "they  reject 
social  restrictions  on  their  own  behavior. 

"Vegetarians  are  defined  by  an  act  of 
rejection,  by  not  eating  certain  foods; 
gourmets  are  defined  by  preferring  cer- 
tain kinds  of  food,  or,  as  wanting  certain 
experiences  from  their  meals.  .  .  . 

"Although  both  gourmets  and  vegetar- 


ians are  middle-class,  according  to  educa 
tion  and  social  position,  the  gourmets! 
have  achieved  this  position  through 
higher  educational  and  occupational  sta-i 
tus  than  their  parents,  and  have  moved 
in  the  general  urbanization  process  of) 
upward  mobility.  They  arc  conscious  of) 
social  status. 

"By  contrast,  vegetarians  are  morq 
likely  to  come  from  an  already  success-l 
ful,  metropolitan  background.  They 
give  the  impression  of  rejecting  their 
background,  trying  to  live  for  an  ideal 
and  be  less  concerned  with  materia 
success. 

— from  a  study  quoted  in 

Vegetarian  Time 


I  think  the  American  press  has 
the  right  to  do  their  job.  I  don't 
think  that  they  can  do  their 
job  if  the  court  is  going  to  step 
in  every  minute.  Now  that  does 
not  mean  I  agree  with  every- 
thing the  press  does.  There  are 
times  when  I  would  like  to  see 
the  press  go  away 


— George  Meany 


Making  Old  Goats  Happy 

The  camera  captures  the  Turkana  peo- 
ple's foxy  intelligence,  and  their  dry  hu 
mor  [in  The  Wedding  Camels}.  When 
the  aging  bridegroom  told  his  other 
wives  he  wanted  to  marry  this  young 
girl,  the  senior  wife  explains,  they  all 
insisted  on  having  a  look  at  her.  "We've 
seen  better,"  they  declared.  But  they 
agreed  to  lend  their  old  goat  of  a  husband 
a  few  extra  animals  anyway,  to  cinch  the 
deal,  if  marrying  a  teenager  would  make 
him  happy. 

— movie  review  by  Janet  Maslin, 
The  New  York  Times 
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Reading  from  Right  to  Left 

I'm  rarely  accused  of  being  a  gourmet. 
Part  of  this  affliction  manifests  itself  in 
my  habit  of  reading  my  menus  from 
right  to  left.  I  want  to  see  the  numbers 
before  I  check  out  the  words.  And  if 
there's  anything  I  dislike  more  than  a 
menu  written  in  some  alien  language, 
then  it's  no  menu  at  all.  I  have  to  ques- 


"Excuse  me.  What  is  the  name  of  that  dishJ" 

Drawing  by  Korert;  c  1979  The  New  Yorker  Magazine,  Inc 
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"HOW  I  BOUGHT 
A  VOLVO  WAGON  AND 
LOST  1,000  POUNDS 
OF  UGLY  FAT." 


By  Pat  Fellman ,  as  told  to  Volvo. 


"You  wouldn't  know  it  to  look 
at  me  now,  but  I  used  to 
have  a  wagon  that  weighed  two 
tons  and  felt  a  block  long. 

I  thought  that  was  the  price 
you  had  to  pay  if  you  were  a  wife 
with  kids,  dogs  and  groceries  to 
haul  around. 

One  day,  my  oldest  daughter, 
who  had  become  very  energy  con- 
scious, said,  ;Mom,  what  are  you 
driving  that  big  thing  for?  Why 
don't  you  get  something  smaller?' 

Then  and  there,  I  decided  to 
lick  this  weight  problem  of  mine. 

First,  I  looked  at  the  little 
station  wagons.  They  felt  tinny 
and  unsafe.  And  they  didn't  hold 
much  of  anything. 

Then  I  looked  at  the  Volvo 
wagon.  What  a  shock!  It  had 
almost  as  much  room  in  back  as 
the  monster  I'd  been  driving.  Yet 
when  I  drove  it,  it  handled  more 
like  my  husband's  sports  car. 
It  felt  safe,  solid,  maneuverable. 
It  was  easy  to  park.  And  I  could 
look  over  the  steering  wheel 
instead  of  through  it. 

Somehow,  since  buying  that 
Volvo  wagon,  I  feel  more 
liberated!' 

Statistics  show  that  9  out  of  10 
people  who  have  bought  new 
Volvos  are  happy. 

Why  not  follow  the  Volvo 
weight  reduction  plan  yourself? 

You  have  everything  to  gain. 

VOLVO 

A  car  you  can  believe  in. 

C  1979  VOLVO  OF  AMERICA  CORPORATION    LEASING  AVAILABLE 


'This  is  me  after  losing  half  a  ton.  1  feel  like  a  new  woman'' 


OUTHERN  RAILWAY  CARRIES  THIS  MUCI 


"Guess  how  far  a  truck 
could  carry  it 

L.  Stanley  Crane,  President,  Southern  Railway  System,  Washington,  O.C.  20013 

The  railroad  is  the  most  efficient  user  of  fuel  in  the 
transportation  industry.  Bar  none. 

And  the  Southern  Railway  is  one  of  the  most 
efficient  railroads  in  the  country. 

For  instance,  on  the  Southern,  this  3,888-lb. 
load  of  beer  can  travel  1 15  miles  on  one  gallon 
of  fuel.  How  far  could  a  truck  carry  it  on  the  J 
same  amount  of  fuel?  Well,  the  railroad  is 
four  times  more  efficient  than  trucks,  60 
times  more  efficient  than  planes,  and  even 
more  efficient  than  barges.  So  it's  easy  to 
see  that  trucks  can't  carry  freight  anywhere 
near  as  far  as  railroads  can  per  gallon  of  fuel 

What  does  this  mean  for  the  future?  Well, 
it  means  that  trucks  will  be  used  less  and  less 
for  long  hauls. 

More  and  more  products  will  ride  on  the 
Southern,  and  trucks  will  be  used  for  distribution 
at  the  other  end  of  the  line.  Because,  in  the 
coming  years,  only  the  railroad  will  have  the 
energy-efficiency  for  long  hauls. 

We  have  the  energy  for  the  long  haul. 
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THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


JEER  115  MILES  OH  A  GALLON  OF  FUEL. 


Give  your  gin  and  tonic 
same  advantage  you  give  your  martini. 


BEEFEATER*  GIN.  The  Crown  Jewel  of  England. 


IMPORTED  FROM  ENGLAND  BY  KOBRAND.  N  Y .  9d  PROOF.  100%  GRAIN  NEUTRAL  SPIRITS 


Forbes 


What  does  Buffett  think  now?  In  this  article  written  for  Forbes  he  puts 
t  bluntly  -.  Now  is  the  time  to  buy. 


«« 


You  pay  a  very  high  price 

in  the  stock  market 
for  a  cheery  consensus" 


Varren  Buffett  is  a  down-to-earth 
jian  of  48  who  prefers  to  operate  out 
if  his  native  Omaha  rather  than  in 

lie  canyons  of  Wall  Street,  but  the 

ros  regard  him  as  possibly  the  most 
successful  living  money  manager,  a 
afreet  descendant  of  the  legendary 
I en  Graham  under  whom  he  stua- 

d.  Buffett  made  a  fortune  for  him- 
|!ilf  and  his  clients  in  the  Fifties  and 
[iixties,  threw  in  the  towel  in  1969 
because  he  could  no  longer  find  bar- 
bins.  Then  in  late  1974,  when  the 
|>ow  Jones  industrials  were  below 
;  00  and  the  air  was  thick  with 
room,  he  told  Forbes:  "I  feel  like  an 
[  versexed  man  in  a  harem.  This  is 
[lie  time  to  start  investing."  Within 
hionths  the  greatest  rally  in  history 
hegan,  with  the  DJI  running  almost 
|  50  points  in  a  bit  over  a  year. 

By  Warren  Buffett 

Pension  fund  managers  continue  to 
make  investment  decisions  with 
their  eyes  firmly  fixed  on  the  rear- 
liew  mirror.  This  generals-fighting-the- 
||)st-war  approach  has  proven  costly  in 
[lie  past  and  will  likely  prove  equally 
lastly  this  time  around. 
[1  Stocks  now  sell  at  levels  that  should 
|i  oduce  long-term  returns  far  superior  to 
jbnds.  Yet  pensions  managers,  usually 
lllicouraged  by  corporate  sponsors  they 
I  just  necessarily  please  ("whose  bread  I 
lit  t,  his  song  I  sing"),  are  pouring  funds  in 
llcord  proportions  into  bonds, 
j.  Meanwhile,  orders  for  stocks  are  being 
waced  with  an  eyedropper.  Parkinson — 
i  Parkinson's  law  fame — might  con- 
i  ude  that  the  enthusiasm  of  profession- 
Ui  for  stocks  varies  proportionately  with 
Si  e  recent  pleasure  derived  from  owner- 


Investor  Warren  Buffett 


ship.  This  always  was  the  way  John  Q. 
Public  was  expected  to  behave.  John  Q. 
Expert  seems  similarly  afflicted.  Here's 
the  record. 

In  1972,  when  the  Dow  earned  $67.11 
or  11%  on  beginning  book  value  of  607, 
it  closed  the  year  selling  at  1020  and 
pension  managers  couldn't  buy  stocks 
fast  enough.  Purchases  of  equities  in 
1972  were  105%  of  net  funds  available 
[i.e.,  bonds  were  sold),  a  record  except  for 
the  122%  of  the  even  more  buoyant  prior 
year.  This  two-year  stampede  increased 
the  equity  portion  of  total  pension  assets 


from  61%  to  74% — an  alltime  record 
which  coincided  nicely  with  a  record 
high  price  for  the  Dow.  The  more  invest- 
ment managers  paid  for  stocks,  the  bet- 
ter they  felt  about  them. 

And  then  the  market  went  into  a  tail- 
spin  in  1973-74.  Although  the  Dow 
earned  $99.04  in  1974,  or  14%  on  begin- 
ning book  value  of  690,  it  finished  the 
year  selling  at  616.  A  bargain?  Alas,  such 
bargain  prices  produced  panic  rather 
than  purchases;  only  21%  of  net  invest- 
able  funds  went  into  equities  that  year,  a 
25-year  record  low.  The  proportion  of 
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equities  held  by  private  noninsured  pen- 
sion plans  fell  to  54%  of  net  assets,  ,i  full 
20  point  drop  from  the  level  deemed  ap- 
propriate when  the  Dow  was  400  points 
higher. 

By  1976  the  eourage  of  pension  manag- 
ers rose  in  tandem  with  the  priee  level, 
and  56%  ol  available  funds  was  commit- 
ted to  stocks.  The  Dow  that  year  aver 
aged  close  to  1000,  a  level  then  about 
25%  above  book  value. 

In  1978  stocks  were  valued  far  more 
reasonably,  with  the  Dow  selling  below 
book  value  most  of  the  time.  Yet  a  new 
low  of  9%  of  net  funds  was  invested  in 
equities  during  the  year.  The  first  quarter 
of  1979  continued  at  very  close  to  the 
same  level. 

By  these  actions  pension  managers,  in 
record-setting  manner,  are  voting  for 
purchase  of  bonds — at  interest  rates  of 
9%  to  10% — and  against  purchase  of 
American  equities  at  prices  aggregating 
book  value  or  less.  But  these  same  pen- 
sion managers  probably  would  concede 
that  those  American  equities,  in  aggre- 
gate and  over  the  longer  term,  would 
earn  about  13%  (the  average  in  recent 
years)  on  book  value.  And,  overwhelm- 
ingly, the  managers  of  their  corporate 
sponsors  would  agree. 

Many  corporate  managers,  in  fact,  ex- 
hibit a  bit  of  schizophrenia  regarding  eq- 
uities. They  consider  their  own  stocks  to 
be  screamingly  attractive.  But,  concomi- 
tantly, they  stamp  approval  on  pension 
policies  rejecting  purchases  of  common 
stocks  in  general.  And  the  boss,  while 
wearing  his  acquisition  hat,  will  eagerly 
bid  150%  to  200%  of  book  value  for 
businesses  typical  of  corporate  America 
but,  wearing  his  pension  hat,  will  scorn 
investment  in  similar  companies  at  book 
value.  Can  his  own  talents  be  so  unique 
that  he  is  justified  both  in  paying  200 
cents  on  the  dollar  for  a  business  if  he 
can  get  his  hands  on  it,  and  in  rejecting  it 
as  an  unwise  pension  investment  at  100 
cents  on  the  dollar  if  it  must  be  left  to  be 
run  by  his  companions  at  the  Business 
Roundtable? 

A  simple  Pavlovian  response  may  be 
the  major  cause  of  this  puzzling  behav- 
ior. During  the  last  decade  stocks  have 
produced  pain — both  for  corporate  spon- 
sors and  for  the  investment  managers 
the  sponsors  hire.  Neither  group  wishes 
to  return  to  the  scene  of  the  accident. 
But  the  pain  has  not  been  produced  be- 
cause business  has  performed  badly,  but 
rather  because  stocks  have  underper- 
formed  business.  Such  underperfor- 
mance  cannot  prevail  indefinitely,  any 
more  than  could  the  earlier  overperfor- 
mance  of  stocks  versus  business  that 
lured  pension  money  into  equities  at 
high  prices. 

Can  better  results  be  obtained  over, 
say,  20  yeais  from  a  group  of  9!/2%  bonds 
of  leading  American  companies  matur- 
ing in  1999  than  from  a  group  of  Dow- 
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type  equities  purchased,  in  aggregate,  at 
around  book  value  and  likely  to  earn,  in 
aggregate,  around  13%  on  that  book  val- 
ue? The  probabilities  seem  exceptionally 
low.  The  choice  of  equities  would  prove 
inferior  only  if  either  a  major  sustained 
decline  in  return  on  equity  occurs  or  a 
ludicrously  low  valuation  of  earnings  pre 
vails  at  the  end  of  the  20  year  period. 
Should  price/earnings  ratios  expand  over 
the  20-year  period — and  that  13%  return 
on  equity  be  averaged — purchases  made 
now  at  hook  value  will  result  in  better 
than  a  13%  annual  return.  How  can 
bonds  at  only  9'/2%  be  a  better  buy? 

Think  for  a  moment  of  book  value  of 
the  Dow  as  equivalent  to  par,  or  the 
principal  value  of  a  bond.  And  think  of 
the  13%  or  so  expectable  average  rate  of 
earnings  on  that  book  value  as  a  sort  of 
fluctuating  coupon  on  the  bond— a  por- 
tion of  which  is  retained  to  add  to  princi- 
pal amount  just  like  the  interest  return 
on  U.S.  Savings  Bonds.  Currently  our 
"Dow  Bond"  can  be  purchased  at  a  sig- 
nificant discount  (at  about  840  vs.  940 
"principal  amount,"  or  book  value  of  the 
Dow).*  That  Dow  Bond  purchased  at  a 


Parkinson  of  Parkinson's  Law 
fame  might  conclude  that  the 
enthusiasm  of  professionals 
for  stocks  varies  proportion- 
ately with  the  recent  pleasure 
derived  from  ownership. 


discount  with  an  average  coupon  of 
13% — even  though  the  coupon  will  fluc- 
tuate with  business  conditions — seems 
to  me  to  be  a  long-term  investment  far 
superior  to  a  conventional  9Vi%  20-year 
bond  purchased  at  par. 

Of  course  there  is  no  guarantee  that 
future  corporate  earnings  will  average 
13%.  It  may  be  that  some  pension  man- 
agers shun  stocks  because  they  expect 
reported  returns  on  equity  to  fall  sharply 
in  the  next  decade.  However,  I  don't 
believe  such  a  view  is  widespread. 

Instead,  investment  managers  usually 
set  forth  two  major  objections  to  the 
thought  that  stocks  should  now  be  fa- 
vored over  bonds.  Some  say  earnings  cur- 
rently are  overstated,  with  real  earnings 
after  replacement-value  depreciation  far 
less  than  those  reported.  Thus,  they  say, 
real  13%  earnings  aren't  available.  But 
that  argument  ignores  the  evidence  in 
such  investment  areas  as  life  insurance, 
banking,  fire-casualty  insurance,  finance 
companies,  service  businesses,  etc.  In 
those  industries  replacement-value  ac- 
counting would  produce  results  virtually 
identical  with  those  produced  by  con- 


'Figures  are  based  on  tin-  old  Dow,  prior  to  tlte  recent 
substitutions.  Hie  returns  would  he  moderately  higher 
mid  the  book  rallies  somewhat  lower  if  the  new  I  >ow  had 
been  used 


ventional  accounting.  And  yet,  one  ca 
put  together  a  very  attractive  package  ( 
large  companies  in  those  fields  with  a 
expectable  return  of  13%  or  better  o| 
book  value  and  with  a  price  which,  i 
aggregate,  approximates  hook  value.  Fuj 
thermore,  I  see  no  evidence  that  corpd 
rate  managers  turn  their  backs  on  137 
returns  in  their  acquisition  decisions  bo 
cause  of  replacement-value  accountin 
considerations. 

A  second  argument  is  made  that  ther 
are  just  too  many  question  marks  aboil 
the  near  future;  wouldn't  it  be  better  tj 
wait  until  things  clear  up  a  bit?  Yo 
know  the  prose:  "Maintain  buying  rt 
serves  until  current  uncertainties  are  r 
solved,"  etc.  Before  reaching  for  tha 
crutch,  face  up  to  two  unpleasant  facts 
The  future  is  never  clear;  you  pay  a  ver 
high  price  in  the  stock  market  for 
cheery  consensus.  Uncertainty  actual! 
is  the  friend  of  the  buyer  of  long-tCErj 
values. 

If  anyone  can  afford  to  have  such 
long-term  perspective  in  making  invest 
ment  decisions,  it  should  be  pensioj 
fund  managers.  While  corporate  manag 
ers  frequently  incur  large  obligations  i] 
order  to  acquire  businesses  at  premium 
prices,  most  pension  plans  have  very  m: 
nor  flow-of-funds  problems.  If  they  wisi 
to  invest  for  the  long  term — as  they  do  ii 
buying  those  20-  and  30-year  bonds  the] 
now  embrace — they  certainly  are  in 
position  to  do  so.  They  can,  and  should 
buy  stocks  with  the  attitude  and  expec 
tations  of  an  investor  entering  into 
long-term  partnership. 

Corporate  managers  who  duck  respoiu 
sibility   for  pension   management  b* 
making  easy,  conventional  or  faddish  d 
cisions  are  making  an  expensive  mi 
take.  Pension  assets  probably  total  abouj 
one-third  of  overall  industrial  net  wort 
and,  of  course,  bulk  far  larger  in  the  ca: 
of  many  specific  industrial  corporation 
Thus  poor  management  of  those  asset! 
frequently  equates  to  poor  managemen 
of  the  largest  single  segment  of  the  busi| 
ness.  Soundly  achieved  higher  return! 
will  produce  significantly  greater  earn 
ings  for  the  corporate  sponsors  and  wil 
also  enhance  the  security  and  prospec 
tive  payments  available  to  pensioners. 

Managers  currently  opting  for  lowe. 
equity  ratios  either  have  a  highly  negai 
tive  opinion  of  future  American  business 
results  or  expect  to  be  nimble  enough  tc 
dance  back  into  stocks  at  even  lowei 
levels.  There  may  well  be  some  period  ir 
the  near  future  when  financial  market! 
are  demoralized  and  much  better  buy! 
are  available  in  equities;  that  possibility 
exists  at  all  times.  But  you  can  be  sun 
that  at  such  a  time  the  future  will  seen] 
neither  predictable  nor  pleasant.  Those 
now  awaiting  a  "better  time"  for  equity! 
investing  are  highly  likely  to  maintaiij 
that  posture  until  well  into  the  next  bul 
market.  ■ 
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The  U.S.  may  go  on  a  methanol  jag.  Its  going 
to  cost  frighteningly  big  money,  but  consider 
the  alternatives! 


The  methanol  age 
is  dawning 


By  James  Flanigan 

rHK  most  specific  demand  in  Presi- 
dent Carter's  July  15  address  to  the 
nation  was  that  electric  utilities 
put  their  use  of  fuel  oil  by  50%  in  the 
lext  decade  and  switch  to  coal.  That 
would  mean  a  significant  reduction  in 
mports— 850,000  barrels  a  day,  10%  of 
otal  U.S.  imports. 

But  immediately  after  the  speech, 
luestioners    appeared    on  television 
creens  asking  how  the  utilities  could 
lurn  coal.  A  whole  army  of  professional 
■nvironmentalists  and  their  groupies 
vould  take  to  the  courts  to  block  it.  And 
hey  would  have  the  law  on  their  side. 
But  the  utilities  could  burn  methanol, 
n  alcohol  made  from  gasifying  coal. 
Methanol,  more  commonly  called  wood 
;lcohol,  has  the  advantage  of  providing  a 
elatively  quick  fix  to  at  least  one  part  of 
le  energy  problem.  "Technically,  we 
ould  turn  dirt  this  afternoon,"  says  Jim- 
jiie  R.  Bowden,  president  of  Conoco 
Doal  Development  Co.,  speaking  of  his 
Ijompany's  ability  to  produce  methanol, 
lilt's  ready  to  go,"  adds  John  J.  Wise,  vice 
llresident  of  research  and  engineering  at 
(Mobil  Corp. 

j  In  its  Report  of  the  Alcohol  Fuels  Poli- 
cy Review,  the  Department  of  Energy 
Ipncedcd  that  gasohol,  not  methanol, 
[('ould  be  the  quickest  available  synthet- 
ic, a  solution  of  90%  gasoline  and  10% 
[J:hanol  made  from  grain. 
I!  But  gasohol  has  its  sharp  limits.  It  is 
Ibry  popular  in  the  grain  belt  states  but  it 
II mid,  said  DOE,  displace  only  40,000 
Barrels  a  day — 0.4% — of  oil  imports  by 
||>85.  Before  it  reached  3.5%  it  would 
Ipnflict  with  U.S.  food  needs. 
\\  Which  brings  us  back  to  methanol  as  a 
Hiel  for  electricity  generation,  replacing 
Ijaported  crude  oil.  Methanol  can  be  pro- 
Iticed  in  significant  quantities  as  early  as 
llie  mid-1980s.  "We  see  methanol  from 
U)al  as  one  of  the  dominant  fuels  that 
llould  be  made  in  a  synthetic  fuels  pro- 
llam,"  says  Edward  H.  Blum,  director  of 


/'resident  Carter  speaking  on  television 


Of  faith,  confidence,  reduced  imports. 

policy  in  DOE's  office  of  technical  pro- 
grams. Conoco's  Bowden  says  he  could 
commit  Conoco  to  a  $1  billion  methanol 
plant  right  now  if  he  could  get  govern- 
ment help  with  the  capital  costs  through 
a  special  investment  tax  credit  and  accel- 
erated depreciation.  Given  such  help,  the 
company  can  produce  methanol  com- 
petitively with  number-2  fuel  oil  to  pow- 
er utility  turbines,  and  will  soon  be  com- 
petitive with  low-sulfur  residual  oil. 

Electricity  generation  consumes  1.7 
million  barrels  a  day  of  oil  at  present — 
fully  20%  of  the  nation's  imports.  If 
methanol  can  substitute  for  a  substantial 
part  of  this,  the  U.S.  could  stay  within 
President  Carter's  strict  import  limits 
and  still  have  plenty  of  oil  available  for 


home  heating  and  for  transportation. 

Nobody  wants  to  go  back  to  the  bad 
old  days  of  smog  and  smoke-filled  skies 
around  the  coal-burning  power  plants. 
Stack  scrubbers  to  remove  the  sulfur 
from  coal  is  one  way  out.  Converting  the 
coal  to  a  cleaner-burning  substance — 
methanol — is  a  possibly  better  solution. 

There  are  no  technological  mysteries 
in  producing  methanol,  only  stiff  capital 
needs.  For  instance:  To  produce  suffi- 
cient methanol  to  replace  half  the  fuel  oil 
used  by  utilities  would  demand  just  over 
$50  billion  for  some  17  plants.  The  cap- 
ital costs  of  coal  gasification  comprise 
three-quarters  of  that  amount.  But  sav- 
ings in  oil  imports  would  run  over  $6 
billion  a  year  at  current  OPEC  prices. 

One  reason  there  is  no  mystery  in 
methanol  is  that  the  U.S.  used  it  as  a 
chemical  feedstock  years  ago  when  coal 
was  our  basic  fuel.  But  coal  research 
stopped  when  natural  gas  and  oil  re- 
placed coal.  Now,  in  our  new  efforts  to 
gasify  coal,  we  depend  on  the  43-year-old 
German  Lurgi  process,  and  a  lot  of  re- 
search being  done  by  U.S.  companies. 

The  Lurgi  process  can  work  only  on 
western  coal  or  lignite,  has  poor  energy 
efficiency  and  difficult  operating  charac- 
teristics— it  requires  a  lot  of  expensive 
maintenance.  As  new  coal  gasification 
processes  (notably  a  Texaco  method  that 
is  far  along)  complete  their  development, 
these  operating  costs,  although  probably 
not  the  capital  costs,  should  diminish. 

Otherwise,  methanol  presents  itself  as 
a  practical  alternative  fuel.  The  stuff  can 
be  burned  even  in  the  Los  Angeles  Basin. 
Methanol's  familiarity  promises  no  un- 
foreseen problems  in  handling  or  use.  It 
is,  for  example,  used  as  a  motor  fuel 
every  Memorial  Day  at  Indianapolis 
Speedway  to  power  the  sleek  racing  cars. 

Today's  automobile  engines  would 
need  modifications  to  run  on  pure 
methanol,  says  General  Motors.  Rubber 
and  plastic  materials  subject  to  corrosion 
would  have  to  be  changed;  carburetors, 
distributors,  spark  plugs  and  fuel  systems 
modified.  The  fuel  tank  would  have  to  be 
twice  as  large  or  trips  to  the  "gas"  sta- 
tion twice  as  frequent. 

But  the  U.S.  may  never  have  to  go  to 
the  extreme  of  alcoholic  auto  engines. 
Mobil  has  developed  a  way  to  turn 
methanol  into  high  octane  gasoline  at 
$1.20  a  gallon,  or  roughly  double  today's 
wholesale  price  for  the  conventional 
product.  The  company  is  proceeding 
with  a  $28  million  pilot  project  in  West 
Germany,  funded  by  DOE,  the  West  Ger- 
man government  and  Mobil. 

As  the  world's  oil-importing  nations 
search  for  substitutes,  each  uses  what  it 
has  in  abundance.  Brazil  is  developing 
alcohol  fuels  from  sugar  cane,  Germany 
has  always  used  its  low-grade  coals,  New 
Zealand  wants  to  convert  its  natural  gas 
to  a  liquid — methanol.  The  U.S.'  abun- 
dant resource  is  coal.  ■ 
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As  prices  of  everything  else  soar,  burning  lig- 
nite begins  to  make  sense. 


"Poor  man's 
coal" 


By  Ann  Hughey 


Don't  the  rich  always  get  richer? 
Look  at  Texas.  It's  not  enough 
that  they  have  oil  and  gas. 
They've  got  lignite,  too,  and  that  poor 
relative  of  coal  is  turning  into  a  major 
power  source  in  the  Lone  Star  state  and 
its  neighbors  along  the  Gulf  of  Mexico. 

What's  lignite?  It's  brownish-black, 
damp — up  to  30%  moisture  content — 
and  it  crumbles  in  your  hand  when  dry. 
On  the  carbon  scale  it's  a  cut  above  peat 
but  geologically  younger,  less  energy-rich 
and  cheaper  than  bituminous  coal.  It  is 
found  primarily  in  Texas,  the  other  Gulf 
states,  Montana  and  North  Dakota.  The 
U.S.  has  minable  lignite  reserves  equal  to 
as  much  as  100  billion  barrels  of  oil. 

In  the  Gulf  states,  the  soaring  price  of 
natural  gas  has  precipitated  a  lignite 
scramble,  with  utilities  and  energy  com- 
panies competing  for  lignite  leases.  The 
National  Electric  Reliability  Council,  an 
industry  group,  estimates  that  utilities, 
which  consumed  about  30  million  tons 
of  lignite  in  1978,  will  burn  about  110 
million  tons  by  1988,  with  the  bulk  of 
that  growth  in  the  Gulf  states.  In  Texas 
alone,  17  new  lignite-fired  power  plants 
are  being  built  or  have  been  announced. 

For  utilities  and  industrial  consumers 
with  lignite  nearby,  it  can  be  the  cheap- 
est energy  source.  The  Federal  Energy 
Regulatory  Commission's  national  aver- 
ages for  December  1978  show  gas  at 
$1.39  per  million  Btus,  coal  at  $1.16  per 
million  Btus  and  pre-Khomeini  oil  at 
$2.26  per  million  Btus  (or  $3.45  post- 
Khomeini).  Phillips  Petroleum,  which 
has  the  largest  lignite  holdings  on  the 
Gulf  Coast  and  last  year  signed  up  its 
first  lignite  customer,  Louisiana's  Cajun 
Electric  Power  Cooperative  Inc.,  esti- 
mates the  cost  of  lignite  at  between 
$1.05  and  $1.10  per  million  Btus. 

The  cost  is  even  lower  for  companies 
that  mine  their  own.  Huge,  forward- 
looking  Texas  Utilities  Co.,  which  ac- 
quired some  of  the  state's  choicest  lig- 


nite reserves  decades  ago  and  now  gener- 
ates 41%  of  its  electricity  from  lignite, 
showed  an  average  cost  of  46.7  cents  per 
million  Btus  in  1978. 

In  Texas,  San  Antonio  is  now  eyeing 
its  lignite  holdings  as  a  possible  substi- 
tute for  expensive-to-transport  western 
coal,  albeit  warily  because  of  lignite's 
sulfur  content.  "It  would  require  scrub- 
bers that  add  $100  million  to  the  cost  of  a 
plant,  but  as  energy  prices  go  up,  lignite 
is  becoming  more  attractive,"  says  a  city 


spokesman.  However,  the  Environment 
tal  Protection  Agency  requires  all  new 
coal-fired  plants  to  have  scrubbers,  nq 
matter  how  clean  the  coal,  further  reduc- 
ing  the  incentive  to  pay  the  freight  on 
low-sulfur  western  coal. 

Lignite  is  almost  always  burned  when 
it  is  mined,  in  so-called  "mine  mouth' 
generating  plants.  That  means  lignite  US' 
ers  are  not  only  free  of  uncertain  trans 
portation  costs  but  also  immune  to  rai; 
strikes.  Compliance  with  federal  strip 
mine  reclamation  law  can  be  cheaper  ir 
the  Gulf  Coast  lignite  belt  than  in  the 
arid,  mountainous  regions  of  the  West. 

Carter  Oil,  Exxon's  domestic  coal  sub- 
sidiary, is  exploring  the  possibility  o: 
building  a  plant  to  gasify  lignite.  It  is  not 
alone.  Alcoa,  which  has  used  lignite  tc 
power  a  Texas  aluminum  smelting  plani 
since  1954,  is  involved  in  experiments  tc 
gasify  lignite  underground.  In  Louisiana 
Dow  Chemical  plans  to  use  a  Texacc 
process  to  gasify  lignite  to  fuel  gas  tur< 
bines  at  its  plant  near  Baton  Rougei 
North  American  Coal  would  supply  lig- 
nite for  another  gasification  plant  pro* 
posed  for  North  Dakota. 

Wouldn't  you  know  that  Texas  and  the 
Gulf  States  would  have  a  lot  of  this  poi 
tentially  valuable  energy  source?  It's  as  ij| 
they  were  to  discover  diamonds  in  Saudi 
Arabia.  ■ 


It  simply  isn't  true  that  Congress  did  nothing 
about  the  energy  crisis. 


Regulation  that's 
working 


By  Allan  Sloan 


I 


T's  not  as  crabby  as  horror  stories 
about  gasoline  lines,  but  there's  good 
news  about  gasoline  demand  in  the 
U.S.:  It  will  be  going  down  very  soon. 
What's  more,  this  pattern  is  built  into 
the  U.S.  economy  right  now,  and  doesn't 
depend  on  people  giving  up  their  cars  and 
taking  the  bus  to  work. 

Why  is  this  happening?  Because,  for  a 
change,  the  government  did  something 
right.  The  results  are  just  now  starting  to 
become  apparent.  In  1975  Congress  set 
average  mileage  standards  for  new  cars 
sold  here,  starting  at  18  miles  per  gallon 


for  1978  models  and  working  up  to  27 
mpg  for  1985  models.  The  auto  industr) 
has  squawked  plenty  about  how  hard  it  ii 
to  meet  those  standards.  But  when 
pressed,  Detroit's  auto  executives  grudg- 
ingly admit  their  cars  wouldn't  be  any- 
where near  so  fuel -efficient  but  for  Wash 
ington's  coercion. 

Gasoline  is  already  becoming  a  small 
factor  in  total  U.S.  oil  consumption.  Th 
may  help  explain  why  oil  compani 
haven't  exactly  been  breaking  down  th 
doors  to  build  big  new  gasoline-tilted  r 
fineries.  Gas  has  declined  from  41% 
U.S.  oil  use  in  1975  to  39%  last  ye 
With  oil  companies  predicting  slow 
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yioco's  Terence  Redmond 
hat  helps  mileage?  High  prices , 

Igative  growth  for  gasoline,  that  pro- 
prtion  will  continue  to  decline.  "No  one 
lants  to  build  a  refinery  for  a  bulge  in 
le  demand  curve,"  says  Eric  Thor,  vice 
resident  and  senior  economist  at  Bank 

■  America. 

|  Big  oil  companies  contend  that  the 
lain  reason  they  don't  build  new  refin- 
lies  in  the  U.S.  is  federal  regulation 
ihich,  they  claim,  does  not  allow  them 
1  earn  an  adequate  return.  But  they  ad- 
^it  privately  that  another  factor  is  the 
^-growth  market  for  gasoline. 
jjNow  consider  these  numbers,  supplied 
n'  General  Motors.  The  average  mileage 
*  all  U.S.  cars  on  the  road  last  year  was 
j.7  mpg,  but  it  will  rise  to  14.1  next 
jar  and  18.2  in  1985.  (Those  numbers 
Delude  an  "in-use  factor"  because  actual 
Mileage  is  lower  than  the  EPA-rated 
Mileage  on  which  compliance  with  the 
Uileage  standards  is  measured.)  If  GM  is 
Mit,  the  gasoline  that  took  the  average 
jr  three  miles  last  year  will  take  it  al- 

■  pst  four  miles  in  1985.  The  increase 
Beans  we  can  have  more  cars,  drivers 
Ifed  miles  driven  than  now — and  still  use 
uss  gasoline. 

IWhen  will  demand  begin  dropping?  It 
upends  on  whom  you  talk  to.  Ford  Mo- 
ll' Co.  thinks  demand  may  be  peaking 
[lis  year  and  will  begin  dropping  in  1980. 
jlindard  Oil  Co.  of  Indiana,  a  savvy  mar- 
j  'ter,  thinks  the  newest  round  of  OPEC 
[peases  may  have  already  made  1978 
fl;  peak  year.  Other  oil  companies  pro- 
jt  gasoline  peaks  in  1980,  1981  or  1982. 
e  U.S.  Department  of  Energy  picks 


1980  or  1981.  Some  economists  are  pro- 
jecting a  plateau  rather  than  a  drop  in  the 
1980s,  but  no  one  seems  to  be  projecting 
an  increase — despite  the  fact  that  gaso- 
line use  in  the  U.S.  rose  steadily  from  6.5 
million  barrels  a  day  in  1974  to  7.4  mil- 
lion in  1978. 

Those  days  are  over,  especially  with 
soaring  prices  spurring  sales  of  gas-stingy 
cars.  "Gasoline  demand  is  highly  inelas- 


By  Lawrence  Minard 

So  now  Gulf  &  Western  Chairman 
Charles  Bluhdorn  emerges  as  the 
latest  bidder  for  a  piece  of  EMI 
Ltd.,  Britain's  troubled  electronics-mu- 
sic-film-and-bingo-parlor  conglomerate. 
Last  month  G&W's  Paramount  Pictures 
Corp.  agreed  to  pay  over  $150  million, 
mostly  cash,  for  50%  of  EMI's  $1  billion 
(revenues)  music  division,  a  division  that 
has  been  luffing  since  its  supergroup  the 
Beatles  split  up  and  were  eclipsed  by  the 
likes  of  the  Bee  Gees,  Queen,  Pink  Floyd 
and  Paul  McCartney's  Wings — none  of 
whom  records  for  EMI  in  the  crucial  $3.5 
billion  U.S.  market.  Bluhdorn  may  be 
getting  a  bargain,  but  EMI's  shareholders 
probably  had  no  choice. 

EMI  (for  Electrical  and  Musical  Indus- 
tries) Ltd.  is  a  former  blue-chip  money 
machine  going  gangrenous  at  the  edges. 
Estimated  sales  for  its  1979  fiscal  year 
ended  June  30  have  climbed  about  14% 
since  1977,  to  around  $2.1  billion  at  cur- 
rent exchange  rates.  But  profits  have  fall- 
en by  over  70%,  to  around  $40  million. 
EMI  shares  recently  sold  at  2  lU  on  the 
New  York  and  London  stock  exchanges, 
well  under  half  their  1977  high. 

Cash-squeezed,  EMI's  board  has  been 
selling  what  it  can:  pubs  and  restaurants 
here,  its  headquarters  building  there. 
Even  so,  this  year's  dividend  will  almost 
surely  be  slashed.  The  company's  vice 
chairman  has  quietly  resigned.  Its  chair- 
man, Sir  John  Read,  61,  was  politely  re- 
placed as  chief  executive  officer  by  sil- 


tic  in  the  car  you  already  own,"  says 
Terence  Redmond,  vice  president  of 
planning  at  Indiana  Standard's  Amoco 
Oil  subsidiary,  but  the  price  of  the  stuff 
"sure  affects  the  new  car  that  you  buy." 

It  isn't  every  day  that  Congress  does 
something  right,  especially  when  it 
comes  to  energy.  But  thanks  to  the  mile- 
age standards  passed  four  years  ago,  gaso- 
line usage  is  finally  on  its  way  down.  H 


very  haired  Lord  Bernard  (Bernie)  Del- 
font,  69;  his  film  and  leisure  division 
(nearly  $20  million  pretax  profits  on 
$320  million  revenues)  kept  the  com- 
pany afloat  the  last  year.  Its  box  office 
smash  The  Deer  Hunter  alone  should  earn 
nearly  $20  million  in  the  next  three 
years — all  of  which  will  be  needed  by 
EMI's  ailing  medical  electronics  and  mu- 
sic arms. 

"I  don't  want  to  hide  from  you,"  EMI's 
new  Managing  Director  Roger  Brooke, 
48,  told  Forbes,  "the  fact  that  we've 
been  having  a  rough  year.  Very  rough." 

Source  of  the  malaise  is  EMI's  medical 
electronics  business,  whose  single  prod- 
uct is  the  $1  million-a-copy  CT  body 
scanner,  which  uses  computerized  to- 
mography technology  to  create  three-di- 
mensional images  of  humans'  insides. 
EMI  invented  and  introduced  this  mirac- 
ulous machine  in  the  early  1970s.  For  a 
few  years  the  scanner  earned  fat  profits, 
some  $30  million  pretax  as  recently  as 
1977.  But  in  the  U.S.  (home  of  half  the 
world's  2,000-odd  scanners)  hospital 
spending  cutbacks  have  hit  orders  hard. 
Worse,  big,  well-heeled  outfits  like  John- 
son &  Johnson,  General  Electric  and 
Pfizer  have  wedged  in  and  slashed  EMI's 
market  share  from  virtually  100%  in 
1974  to  20%  today.  Losses  on  scanners 
since  1977  probably  exceed  $60  million 
on  1979  sales  of  around  $100  million. 

Sniffs   Brooke   of   the  competition: 
"There  really  isn't  much  doubt  that 
these  people  pinched  our  patents.  .  .  . 
It's  not  something  I'd  have  done.  [But] 


Once  England's  preeminent  glamour  stock, 
EMI  Ltd.  has  fallen  on  hard  times.  It  will  take 
more  than  Mick  Jagger  and  old  Beatles  al- 
bums to  get  it  back  on  track. 


Is  there  life  after 
The  Deer  Hunter? 
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perhaps  it's  just  a  different  philosophy:  If 
you  can't  do  it  yourself,  steal  it." 

To  avoid  costly  litigation,  Brooke  con- 
tinues, EMI  agreed  last  year  with  John- 
son &  Johnson  to  take  $15  million,  most- 
ly in  "back  royalties,"  from  J&J  and  al- 
low it  to  make  and  market  EMI  scanners 
on  its  own — with  full  access  to  any  tech- 
nology EMI  may  develop.  EMI  will  get  a 
meager  royalty  on  J&J  scanner  sales,  but 
only  after  they  reach  $250  million. 

"It  was  either  that,"  explains  an  EMI 
executive,  "or  protracted  litigation,  or 
sell  the  entire  division — and  in  its  cur- 
rent state,  who  would  buy  it?"  Eyeing 
EMI's  latest-generation  scanner,  the 
model  7070,  Brooke  hopes  he  can  coax 
GE  and  Pfizer  into  licensing  agreements 
similar  to  Johnson  &  Johnson's.  But  the 
7070  is  already  18  months  late  for  deliv- 


EMI's  new  Managing  Director  Roger  Brooke 
Its  scanner  business?  "A  nightmare." 

ery,  and  there  is  no  telling  how  much 
longer  EMI  can  afford  to  pour  $15  million 
or  so  annually  into  the  division. 

It  was  for  this  nightmare  that  former 
scanner  pioneer  and  Vice  Chairman  Dr. 
J.A.  Powell  and  former  CEO  Read  relin- 
quished their  positions. 

In  its  turn,  the  scanner  division's  insa- 
tiable cash  appetite  has  all  but  eliminat- 
ed profitability  at  EMI's  music  divi- 
sion— for  half  of  which  G&W's  Bluhdorn 
is  offering  over  $150  million.  In  1977 
EMI  music  earned  its  parent  over  $60 
million  pretax.  This  year  it  will  be  lucky 
to  earn  $1 1  million. 

What  a  fall!  EMI's  Capitol  label  coined 
money  in  the  1960s  and  early  1970s 
when  the  Beatles  and  The  Dave  Clark 
Five  and  Gerry  and  the  Pacemakers  were 
on  top;  the  Beatles  alone  may  have  net- 
ted EMI  $50  million  before  disbanding. 
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But  the  Beatles  and  the  Liverpool  sound 
are  no  more,  and  the  record  business,  as 
always,  is  changing  rapidly. 

For  one  thing,  pop  music's  center  of 
gravity  has  shifted  from  Britain  to  Amer- 
ica; EMI  did  not  shift  with  it.  Moreover, 
album  prices  are  soaring,  shipments 
(aside  from  a  few  monster  albums  like 
Sal nn lav  Night  Fever  and  Grease)  are  down, 
the  demographics  are  changing  away 
from  teenagers,  and  the  rock  stars  are 
demanding  ever-increasing  advances 
from  their  helpless  recording  companies. 

To  score  big  in  music  these  days,  a 
company  must  be  very  lucky  and  rein- 
vest staggering  portions  of  sales  into  art- 
ists and  repertoire,  or  A&R,  the  music 
industry's  equivalent  of  R&D.  Christo- 
pher Alexander,  EMI  specialist  at  big 
London  brokerage  house  L.  Messel  & 
Co.,  says  the  record  industry  on  average 
spends  13%  of  revenues  on  A&R;  aggres- 
sive companies  like  Warner  Communi- 
cations spend  18%  and  more.  Alexander 
believes  EMI  has  been  spending  just  8%. 

Result:  EMI's  share  of  the  $8  billion 
non-Communist  world's  record  business 
has  plummeted.  Its  U.S.  share  has 
dropped  from  around  14%  in  the  late 
1960s  to  under  10%  today.  Its  share  of  its 
home  U.K.  market  has  fared  even  worse, 
according  to  Alexander,  dropping  from 
31%  to  21%.  While  CBS  Records, 
Warner  and  Polydor/Phonogram  (jointly 
owned  by  Dutch  Philips  and  Germany's 
Siemens  Group)  have  spent  lavishly  to 
sign  up  new  talent,  EMI  has  opted  largely 
to  rerelease  songs  from  its  bulging 
250,000  song-title  catalog  and  150,000 
record-title  library.  These  may  someday 
be  a  gold  mine:  The  list  includes  every- 
thing from  "Happy  Birthday  to  You"  and 
"The  Last  Waltz"  to  "Born  Free,"  plus 
plenty  of  Frank  Sinatra  recordings.  But 
then,  who  knows  what  teenagers  will  be 
buying  next  week,  let  alone  next  year? 

Even  when  it  does  shell  out  big  money, 
EMI  seems  to  prefer  buying  established 
talent  to  gambling  high  stakes  on  un- 
known acts.  In  1977,  for  example,  EMI 
lured  Mick  Jagger  away  from  Warner 
Communications  for  a  rumored  $4  mil- 
lion advance  on  six  albums  to  be  released 
over  the  next  few  years — when  Mick  will 
be  pushing  40. 

The  young  Turks  at  EMI  music  are 
well  aware  of  the  problem.  Says  EMI 
records  executive  Robert  Mercer,  34,  a 
former  General  Foods  product  group 
manager  who  signed  new  EMI  star  Kate 
Bush,  21,  two  years  (and  around 
$100,000)  before  she  released  a  single 
note:  "The  old  rule  was  you  paid  your 
overhead  from  the  catalog  business,  and 
whatever  you  made  on  new  artists  was 
just  gravy.  But  those  days  are  over.  Now 
you've  got  to  have  both,  and  that  means 
spending  unbelievably  large  sums — easi- 
ly £100,000  annually  for  a  decent  artist." 

But  faced  with  EMI's  scanner's  cash 
needs,  where  are  the  young  Turks  going 


to  get  that  kind  of  money? 

In  this  setting,  Bluhdorn's  $150  mil 
lion  seemed  like  manna  from  heaven.  Itj 
offers  Bluhdorn  an  opportunity,  too:  In 
music  Paramount  lacks  what  EMI  has — ai 
well-established  worldwide  distribution 
network,  plus  state-of-the-art  recording 
and  pressing  studios  scattered  through- 
out the  world.  Best-selling  albums  Satur- 
day Sight  Fever  and  Grease  are  tracks  from 
Paramount  Pictures  films  of  the  same 
names;  but  most  of  the  profits  on  album 
sales  went  to  independent  producer  Rob- 
ert Stigwood's  RSO.  Obviously,  Para- 
mount hopes  EMI's  music  division  will 
let  it,  not  an  upstart  independent,  cash  in 
on  future  smashes.  And  there  is  EMI's 
potentially  valuable  catalog  of  music 
copyrights.  This,  plus  Paramount's  bulg- 
ing film  library,  could  gush  with  profits  if 


Lord  Bernard  Delfont,  EMI's  new  CEO 
For  top  leisure  profits,  a  new  title. 


and  when  the  long-awaited  videodisc 
boom  finally  materializes.  And  if  scanner 
trouble  should  preclude  EMI  from  shoul 
dering  its  share  of  new  investment  in  the 
new  music  venture,  that  needn't  trouble 
Bluhdorn.  He  can  always  negotiate  for 
the  half  of  EMI  music  that  he  doesn't 
already  own.  "That,  I  should  say,"  says  a 
City  of  London  financial  man,  "is  a  very 
real  possibility." 

Given  the  record  industry's  well- 
known  cyclically  and  extreme  sensitiv- 
ity to  changing  tastes  and  hype,  has 
EMI's  Lord  Delfont  served  his  sharehold- 
ers badly  by  selling  off  half  of  a  division 
that  might  someday  return  to  obscene 
profitability?  Unfortunately,  Delfont  was 
trapped.  It  was  raise  new  money  on 
founder,  and  giving  up  half  the  equity  irt 
hopes  of  half  the  turnaround  was  prob* 
ably  the  best  the  aging  lord  could  do.  ■ 
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Guess  who  stands  to  benefit  most  from  the 
proposed  MX  missile  system?  The  cement  in- 
dustry. Here's  why. 


The  MX  missile: 
a  moving  target 


A few  days  before  he  celebrated 
signing  the  Strategic  Arms  Limi- 
tation Treaty  by  embracing  Leo- 
nid Brezhnev,  Jimmy  Carter  approved 
j  Air  Force  plans  for  a  new  missile  system 
i  that  might  become  the  most  expensive 
(weapons  program  in  history.  The  $30 
Ibillion  system  may  grate  on  the  ears  of 
jithe  Pentagon's  more  budget-minded  con- 
jtgressional  critics,  but  it  is  sweet  music 
jrindeed  for  America's  aerospace  and  con- 
jrstruction  industries. 

Officially  named  Missile  Experimen- 
Ital,  or  MX  in  military  shorthand,  the 
!|program  will  deploy  200  nuclear-armed 
jjmissiles  across  four  southwestern 
■states — Arizona,  Nevada,  New  Mexico 
land  Utah.  To  confound  enemy  detection 
■devices,  the  Administration  wants  to 
■base  each  100-ton  rocket  on  a  mobile 
platform  that  can  shuttle  among  a  series 
lof  protected  launch  sites  at  30  miles  per 
liour.  Each  unit  could  move  10  miles 
iduring  the  flight  time  of  an  attacking 
ISoviet  missile,  thus  protecting  it  from  a 
direct  hit.  Such  a  system  is  necessary, 
iVIX  backers  contend,  because  the  Air 
Is  Force's  1,000  fixed-silo  Minuteman  mis- 
Isiles  will  become  vulnerable  to  the  Sovi- 
ets sometime  during  the  early  Eighties. 
I  Although  the  program  is  barely  off  the 
jj^round,  the  Air  Force  has  already  doled 


out  $450  million  for  MX  research.  The 
companies  that  won  those  preliminary 
competitions  are  virtual  shoo-ins  for 
nearly  $700  million  in  1980  development 
awards — the  first  increment  of  a  five- 
year,  $5  billion  total  that  will  be  assigned 
this  fall.  Then  comes  the  more  lucrative 
production  phase,  which  should  run  for 
another  five  years,  and  that  business  as 
well  is  almost  certain  to  go  to  firms  with 
built-up  expertise. 

Surprisingly,  the  biggest  single  chunk 
of  MX  money  doesn't  go  to  the  aerospace 
industry.  In  any  missile  project,  about 
10%  of  total  spending  pays  for  mundane, 
on-the-ground  construction,  but  MX' 
multiple  launch  points  push  that  figure 
well  above  20%.  Depending  on  how  its 
rockets  are  based,  the  system  could  re- 
quire some  5,000  concrete  launching 
shelters  and  more  than  7,000  miles  of 
roads  or  underground  trenches.  Each 
loaded  missile  transporter  will  weigh 
nearly  400  tons,  and  accommodating 
such  vehicles  at  30  miles  per  hour  re- 
quires reinforcement  far  above  present 
highway  standards. 

"While  work  is  under  way,  MX  will 
probably  soak  up  all  the  excess  cement 
capacity  in  the  country,"  explains  Wil- 
liam Leonhard,  chairman  of  Parsons 
Corp.  That's  good  news  indeed  for  the 


already  booming  cement  industry.  It's 
good  news,  too,  for  Leonhard.  His  com- 
pany, which  has  worked  on  shelter  de- 
signs for  the  Air  Force,  stands  a  good 
chance  of  getting  the  overall  MX  con- 
struction contract. 

Among  the  more  technologically  ori- 
ented firms,  however,  the  chief  benefi- 
ciary so  far  is  Washington,  D.C. -based 
Martin  Marietta  Corp.  MX  business  is 
part  of  a  major  turnaround  in  its  aero- 
space division.  Martin,  with  little  related 
experience  since  the  15-year-old  Titan 
program,  edged  out  Boeing  Co.  to  win  a 
key  missile  development  contract.  Now 
the  two  firms  are  competing  again  for  a 
larger  ground  system  development 
award.  Despite  its  commercial  backlogs, 
Boeing  hasn't  fared  well  in  recent  bids 
for  military  business.  Losing  to  Martin 
yet  a  second  time  on  MX  could  make 
defense  activity  a  negligible  part  of  the 
aircraft  builder's  business  during  the 
next  decade. 

Except  for  United  Technologies,  every 
big  rocket  designer  has  an  MX  assign- 
ment (see  table  below)-  But  each  of  these 
suppliers  is  now  a  division  of  a  far  larger 
firm,  so  the  earnings  impact  will  be  dilut- 
ed. Even  at  Thiokol  Corp.,  which  with 
$600  million  in  annual  revenues  is  the 
smallest  major  MX  contractor,  aerospace 
now  produces  less  than  one-third  of  cor- 
porate profits.  "MX  provides  us  with 
nice  stability,"  says  Antonio  Savoca,  the 
vice  president  who  oversees  missile  op- 
erations, "but  we  would  certainly  keep 
busy  without  it." 

While  President  Carter  has  given  the 
MX  program  his  blessing,  there  is  al- 
ways the  chance  that  it  could  subse- 
quently be  scaled  down  or,  like  the  ill- 
fated  B-l  bomber,  scrapped  altogether. 
Spending  $30  billion  on  anything  is 
highly  controversial. 

Already,  California  Governor  Jerry 
Brown  has  labeled  the  MX  as  "mass  tran- 
sit for  missiles."  Other  critics  complain 
that  the  Air  Force,  which  is  acting  as  its 
own  prime  contractor,  has  been  much 
too  apolitical,  granting  contracts  that 
create  jobs  in  California,  Colorado  and 
Utah  and  ignoring  the  rest  of  the  nation. 
Such  failure  to  spread  the  financial  good- 
ies could  prevent  MX  from  winning  full 
congressional  approval.  Defense  hard- 
liners also  fear  that  Carter  might  do  a 
turnabout  and  kill  the  program  himself 
after  the  Senate  acts  on  SALT  and  the 
1980  presidential  campaign  is  over. 

If  that  does  happen,  contractors  will 
miss  out  on  profits  from  $25  billion  in 
production  costs.  In  any  case,  nobody 
will  lose  on  $5  billion  worth  of  MX  devel- 
opment work;  that  money  will  largely  be 
spent  before  any  final  deployment  deci- 
sion is  made.  "This  is  not  like  selling 
cars,"  concludes  Washington  aerospace 
analyst  Paul  Nisbet.  "You  can  work  on  a 
lemon  like  the  Edsel  and  still  come  out 
ahead."  ■ 


The  whole  shootin'  match:  a  ten-year  price  tag 


Ground  system,  *20  billion 

Heavy  construction  $7.0 

Missile  transporters  4.5 

Missile  launchers  3.0 

Communications  network  3.0 

Other,  incl.  Air  Force  support  2.5 

Missile  development  is  under  way,  and 
ground  system  work  should  begin  soon. 
Construction  will  be  by  local  firms,  per- 
haps supervised  by  Parsons  Corp.  Boeing 
and  Martin  Marietta  are  vying  to  provide 
transporters  and  launchers;  probable  bid- 
ders for  the  communications  package  are 
giants  like  GTE,  IBM,  ITT  and  RCA. 


Missile,  *10  billion 


Martin  Marietta 

$3.5 

assembly  &  testing 

Rockwell  International 

3.0 

stage  4  engine  &  guidance 

Northrop  guidance  computer 

1.0 

Thiokol  stage  1  engine 

0.5 

General  Tire  (Aerojet) 

0.4 

stage  2  engine 

Hercules  stage  3  engine 

0.3 

Other,  incl.  Air  Force  support 

1.3 

Figures:  current  dollars  from  contractor  and 
Forbes  estimates;  assumes  200  missile  units. 
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An  armor-plated  limousine  with  bomb  scan- 
ners and  grenade  launchers.  Is  it  the  latest 
status  symbol?  Or  a  coming  necessity? 


One  man's  bomb 
another  man's 
business 


By  Fern  Schumer 


We're  a  business  that's  servicing 
reaction  to  terrorist  action," 
says  Thomas  Nelson,  president 
of  Odin  International  Ltd.,  the  sales 
agent  for  Advanced  Materials  Technolo- 
gy, Inc.  Nelson  is  talking  about  the  busi- 
ness for  attack-proof  cars,  ordinary  on 
the  outside,  armored  on  the  inside — a 
business  he  says  is  booming.  "Every 
time  a  terrorist  attacks,  the  business  gets 
a  little  bigger."  In  30  days  after  German 
industrialist  Hanns-Martin  Schleyer  was 
kidnapped,  Mercedes  Benz  got  orders  for 
over  100  of  its  specially  produced  ar- 
mored cars. 

Nelson,  who  figures  automobiles  are 
the  target  of  80%  of  all  terrorist  attacks, 
believes  in  hard  sell,  as  the  pamphlet 
below  suggests.  (The  copy  inside: 
"Nightmare  in  the  real  world!  Kidnap- 
pers, assassins  strike  as  you  ride.") 

Citing  the  need  for  "security,"  neither 
AMT  nor  the  dozen  or  so  other  firms 
that  armor-plate  cars  will  name  their 


customers.  Similarly,  most  businessmen 
are  unwilling  to  admit  they  ride  in  such 
cars.  So  it's  tough  to  say  just  how  big  the 
business  is  or  how  fast  it  is  growing.  But 
it  is  known  that  several  well-known  poli- 
ticians in  Asia  and  the  Middle  East  use 
such  cars  and  that  there  is  an  even  bigger 
market,  mostly  overseas,  among  busi- 
nessmen. Nelson  says  Odin  sells  about 
25  cars  a  year,  and  he  aims  to  lift  that  to 
50  or  100.  The  State  Department  recent- 
ly bought  10  AMT  cars. 

Nelson  offers  customers  two  basic 
models  ranging  in  cost  from  $75,000  to 
$105,000.  The  basic  model  aims  to  pro- 
tect riders  against  pistols,  submachine 
gunfire  and  standard-issue  hand  gre- 
nades. Their  superdeluxe  resists  small 
mines,  large  grenades,  fire  bombs  and 
small  explosive  charges.  Basically,  the 
company  molds  a  fiberglass-like  sheath- 
ing between  the  outer  car  body  shell  and 
the  inner  panels  as  well  as  under  the 
floorboards  and  inside  the  roof.  Bullet- 
proof glass  is  also  installed.  All  models 
are  fire-resistant,  gas  tanks  are  explo- 


Subtle  sales  pitch  for  Advanced  Materials  Technology's  armored  cars 

Armor  beneath  the  sheet  metal,  tires  that  run  when  flat,  bumpers  built  for 
ram  ming,  $30,000  wori  1 1  -.if  layered,  glass  to  stop  bullets  and  grenades.   


sion-proof,  bumpers  reinforced. 

Hess  &  Eisenhardt  International,  Ltd., 
which  outfitted  the  bubble-top  car  usedj 
by  President  Carter  and  has  armored 
presidential  cars  since  the  Roosevelt  era, 
offers  models  that  go  on  the  offensive, 
with  grenade  launchers,  and  have  other 
extra-cost  options  such  as  "hostile-fire 
locater  systems."  These  and  other  good- 
ies can  raise  the  car's  price  to  $250,000, 
says  President  James  L.  Centner. 

Don't  buy  one  of  these  cars  if  you 
worry  about  gasoline  mileage.  Armor 
adds  700  to  1,500  pounds  to  a  vehicle. 
"You  need  a  heavy-duty  cooling  system 
in  these  cars  because  very  few  customers 
want  the  windows  to  roll  down,"  says 
James  F.  Kemp,  executive  vice  president 
for  Odin  International.  He  boasts  that 
his  cars  average  about  ten  miles  a  gallon. 
"We  can  work  on  big  Peugeots,  big  Toyo- 
tas, big  Datsuns,  Volvos,  but  for  maxi- 
mum protection  that's  really  the  limit.  A 
Volkswagen  Rabbit  wouldn't  do.  We  sug- 
gest Mercedes,  Cadillacs,  Oldsmobile 
88s,  Chrysler  New  Yorkers,  Lincolns, 
jeeps  or  vans,"  Kemp  says. 

"This  car  is  not  a  car,"  says  Nelson, 
gun  buff  and  author  of  The  World's  Subma- 
chine Gnus.  "It's  a  tool  to  protect  people. 
And,  they've  saved  a  lot  of  lives.  We 
delivered  a  car  to  Lebanon,  it  was  fired  at 
recently  and  it  held  up,"  he  brags. 

The  cars,  after  armor-plating,  still  look 
like  standard  models.  "It's  only  when 
you're  right  on  top  of  the  car  that  you  can 
see  the  glass  is  thicker,"  says  Nelson. 
Drivers  often  attend  a  five-day  course  to 
learn  what  to  do  in  case  of  an  ambush. 

Nelson  says  he  has  tried  to  maintain  a 
low  profile  to  assure  his  customers'  con- 
fidentiality. In  fact  Odin's  telephone 
number  is  unpublished,  and  its  Alexan- 
dria, Va.  building  is  unmarked.  However, 
Potamkin  Cadillac  in  New  York  may 
soon  display  an  Odin/AMT  armored  car. 
Odin  does  advertise  in  one  publication — 
The  International  Defense  Rerieie — a  maga- 
zine geared  toward  government  officials 
and  military  people.  Odin  also  has  sales 
representatives  serving  50  countries. 

Are  armor-plated  cars  just  for  those 
overseas,  or  something  any  executive 
here  at  home  also  needs?  Predictably, 
Odin's  Kemp  doesn't  suggest  that  ar- 
mored cars  are  mere  status  symbols,  not 
really  needed  in  the  U.S.  After  all,  in  his 
view,  terror  lurks  everywhere.  "Terror- 
ism is  in  vogue.  It  is  coming  to  this 
country,"  he  warns.  "We  have  a  certain 
element  here  ready  to  create  anarchy," 
he  adds  darkly.  "We'll  probably  see  it 
here  in  the  next  few  years." 

But  do  armored  cars  work?  "The  big 
trouble  with  armored  cars  is  you  never 
know  if  they  really  don't  work  until  it's 
too  late,"  says  one  State  Department  of- 
ficial. Nelson  makes  no  double-your- 
money-back  guarantee,  but  he  has  an- 
other offer:  "I  will  sit  in  the  car  after  you 
buy  it  and  you  can  shoot  at  me."  ■ 
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When  you  really  get  it  all  together. 


Another  Tenneco  Venture: 


JENNECOi 


The  San  Joaquin  Valley 

More  than  an  agricultural  area,  ife  now  one 
of  the  places  where  we're  finding  new 
domestic  sources  of  oil  and  natural  gas. 


In  the  sun-drenched  San  Joaquin  Valley  of 
California,  Tenneco  has  built  a  thriving  business- 
growing,  packing  and  marketing  grapes,  almonds, 
fruits  and  vegetables.  And  in  recent  years,  we 
have  added  a  new  dimension  to  our  activities  there 
-the  production  of  oil  and  gas. 

In  one  area-the  Rio  Viejo  Field-Tenneco 
has  drilled  the  deepest  producing  oil  well  in 
California,  1 4,500  feet  down.  This  is  only  one  of  the 
ventures  which  have  made  us  a  major  energy 
producer  in  the  state. 

Tenneco  also  participated  in  the  discovery  of 
the  Yowlumne  Field,  the  largest  oil  field  found  in 
California  in  the  last  1 0  years.  This  field  is  currently 
producing  more  than  1 8,000  barrels  of  oil  and  28 
million  cubic  feet  of  natural  gas  a  day.  The  extent  of 
the  field  is  not  yet  known  because  it's  still  being 
developed. 

California  is  one  of  1 3  states  where  Tenneco 
has  oil  and  gas  wells;  we're  active  in  most  of  the 
major  energy-producing  areas  of  the  United 
States.  Among  them  are  the  Arkoma  Basin  (on  the 
Arkansas-Oklahoma  border),  in  which  Tenneco 
holds  a  million  acres  under  lease. .  .the  Williston 
Basin,  in  Montana  and  the  Dakotas,  where 
Tenneco's  wildcat  well  success  rate  is  double  the 
industry  average. .  .and  in  the  San  Juan  Basin,  at 
the  "four  corners"  where  Arizona,  New  Mexico, 
Utah  and  Colorado  meet,  in  which  Tenneco  owns 
25  percent  of  all  the  natural  gas  production. 

In  addition  to  these  on-shore  efforts,  Tenneco 


is  a  leading  producer  of  natural  gas  in  the  Gulf  of 
Mexico.  We  have  also  found  oil  and  natural  gas  in 
the  Baltimore  Canyon  off  New  Jersey  and  are  explor- 
ing in  the  Southeast  Georgia  Embayment. 

This  far-reaching  effort  is  typical  of  Tenneco's 
commitment  to  energy.  We  now  produce  96,000 
barrels  of  oil  and  1 .3  billion  cubic  feet  of  natural  gas 
daily  and  this  year  we  will  spend  about  $600  million 
in  energy  exploration  and  production,  most  of  it 
here  in  the  United  States.  And  we  have  good 
reason  to  expect  success.  Tenneco  is  one  of  the  few 
oil  companies  to  increase  its  domestic  production 
over  the  past  five  years.  More  important,  in  support 
of  our  1 6,000-mile  natural  gas  pipeline  system, 
production  of  natural  gas  increased  36  percent 
from  1 973  to  1 978,  compared  with  an  industry 
decrease  of  about  13  percent. 

Last  year  our  new  discoveries  replaced  99 
percent  of  all  the  oil  and  natural  gas  we  produced; 
we're  aiming  for  1 00  percent  or  more  in  1 979.  It's 
happening  because  Tenneco  has  the  people,  tech- 
nology and  willingness  to  spend  venture  capital. 

Although  energy  makes  up  two-thirds  of  our 
business,  we're  also  supplying  other  basic  needs, 
like  food,  automotive  components,  chemicals, 
ships,  packaging,  farm  and  construction 
machinery,  and  insurance. 

That's  Tenneco  today:  growing  in  energy. . . 
and  more. 

For  more  information  on  Tenneco,  write 
DeptD-3,  Tenneco  Inc.,  Houston,  TX  77001 


"AT  EASTERN,  WE'RE  SOLVING 
THE  PROBLEM  OF  OVERCROWDING 
DY  ADDING  MORE  PEOPLE." 

-FRANK  BORMAN,  PRESIDENT.  EASTERN  AIRLINES. 


As  airfares  have  come 
down,  airline  trame  has  gone 
up.  .And.  too  often,  that's  led 
to  crowded  terminals  and 
long  lines—  a  situation  that's 

A  VIEW  ON 
CROWDED  AIRPORTS 
FROM  EASTERN. 

been  particularly  annoying 
to  the  most  frequent  fliers. 

Ar  Eastern  .Airlines, 
we  don't  think  any  of  our 
customers  should  be  incon- 


venienced just  because  there 
are  more  ot  them.  .And  we're 
trying  hard  to  see  that  it  does 
not  happen  to  you. 

We've  hired  over  a 
thousand  new  employees, 
specifically  to  work  at  air- 
ports. So.  at  Eastern  termi- 
nals across  the  country,  you'll 
find  extra  ticket  agents  and 
gate  agents  working  to 
shorten  lines.  -And 
more  baggage  han- 
dlers to  speed  vou  on 
your  way. 


But  simplv  adding  more 
people  isn't  enough.  Because 
it's  the  quality  of  service  our 
people  provide  that's  really 
important.  All  of  us  at  Eastern 
know  that  earning  our  wings 
every  dav  is  more  than  just  a 
set  of  words.  It's  a  commit- 
ment and  a  promise  to  give 
you  good,  personal  service 
even-  time  you  fly. 
N'o  matter  how  fre- 
quently you  fly  with 
us.  Or  how  many  of 
you  there  are. 

N 


WE  HAVE  TO  EARN  OUR  VlhKSS  EVERY  DAY 


It's  gambling, 
it's  entertainment, 
it's  a  skim  and  a  scam, 
it's  an  escape 
from  the  loneliness 

of  crowds. 
It's  very  big  money 
indeed. 
It's... 


BINGO! 


\t  8:45  one  Friday  night 
ast  summer,  the  Dallas 
/ice  squad  descended 
lpon  the  Elks  club  at  7500 
Greenville  Avenue  and  ar- 
ested  the  Elks'  Exalted 
i^uler  Lonnie  Ray  Hart, 
17,  and  five  other  lodge 
Tiembers  on  a  charge  of 
promotion  of  gambling. 
Lonnie  Ray  Hart  was  out- 
raged. "More  than  90%  of 
■he  money  we  raise  at 
I  hose  games  goes  to  handicapped  children,"  he  told  reporters 
lit  the  time.  "We  were  out  here  trying  to  help  others." 

"We  got  a  complaint  and  we  raided  them,"  said  Sergeant 
Don  Woods  of  the  Dallas  vice  squad.  "We  were  just  caught 
between  a  rock  and  a  hard  place." 

\  Bingo  is  illegal  in  Texas,  but  the  Dallas  grand  jury  nonethe- 
less declined  to  prosecute.  And  Texas,  in  that  respect,  is  no 
jlifferent  from  any  other  state.  Bingo  is  sacrosanct.  In  Cincin- 
nati, a  judge  even  apologized  to  a  March  of  Dimes  fundraiser 
I  he  cops  hauled  into  court  for  running  an  illegal  game. 
I  As  the  feller  says,  "Hell,  it's  not  gambling,  it's  bingo." 
j  The  last  time  anyone  counted — in  1974 — one  American  in 
very  five  played  the  game  at  least  once  that  year.  Bingo  is,  of 
ourse,  gambling,  but  it  is  more  than  that.  It  is  one  of  the  chief 
prms  of  mass  entertainment  in  the  U.S.,  a  source  of  mild 
I  xcitement  and  an  antidote  to  loneliness  for  tens  of  millions  of 
Leople. 

]  Casino  gambling  and  horse  racing  are  still  the  U.S.'  largest 
(ambling  enterprises,  but  these  days  lowly  bingo  runs  a  good 
third.  On  any  given  day,  the  probability  is  that  close  to  a 
pillion  bingo  players,  mostly  women,  mostly  elderly,  will 
j'ettle  down  at  rows  of  eight-foot-long  tables  at  the  tens  of 
thousands  of  bingo  establishments  across  the  country  and  fork 
I'Ver  $10  or  $12  each  for  a  few  hours'  play.  On  an  annual  basis, 
mat  comes  to  a  rather  astonishing  $4.5  billion,  all  of  it  cash. 
That's  as  much  as  Americans  spend  on  movies  and  records, 
\zn  times  as  much  as  they  spend  on  baseball,  football,  basket- 
ball and  hockey.  Bingo,  not  baseball,  is  the  real  national  sport. 
!  Play  bingo,  and  you're  not  only  giving  yourself  an  evening  of 
Ln,  you're  also  helping  a  worthy  cause— the  local  church  or 
jynagogue,  veterans  group  or  volunteer  fire  department.  And  to 
ij  large  extent  you  are.  Even  assuming  as  little  as  20%  of  that 
;4.5  billion  finds  its  way  to  its  charity  sponsors,  that  means 
jingo  raises  nearly  as  much  money  as  United  Way  does,  and 
oes  so  on  a  fairly  efficient  basis — with  expenses  absorbing  no 
pore  than  a  fifth  of  the  total  funds  raised. 
With  so  much  cash  passing  through  so  many  hands,  a  fairly 


By  James  Cook 


large  amount — perhaps  as 
much  as  20% — inevitably 
sticks  to  the  fingers  of  the 
people  who  handle  the 
money.  It's  only  petty  pil- 
fering, most  of  it,  but 
more  and  more  is  being 
skimmed  off  every  year  by 
organized  criminals.  In 
most  places,  bingo  is  regu- 
lated, but  the  regulations 
are  so  lax  that  they  do  less 
to  deter  criminal  activity 


than  to  provide  a  facade  of  respectability. 

Thirty  years  ago,  bingo  was  legal  in  only  4  states.  Today  it  is 
legal  in  all  but  12.  By  1979  only  Pennsylvania,  Texas,  Indiana 
and  Missouri,  among  the  large  population  states,  were  still 
holding  out.  Wherever  bingo  is  legal  the  state  usually  limits  the 
game  to  legitimate  charitable,  religious,  fraternal  or  education- 
al organizations  and  permits  only  unpaid  volunteers  to  run  the 
games.  Most  states  also  regulate  the  basic  charge  for  the  game, 
the  size  of  the  prizes  and  the  number  of  sessions  played.  Only 
two  states  permit  strictly  commercial  bingo — Nevada,  which 
permits  it  everywhere,  and  Maryland,  which  confines  it  largely 
to  one  county,  Anne  Arundel,  surrounding  Annapolis. 

So  who  cares  if  grandma — it's  always  grandma — plunks 
down  a  few  dollars  for  an  evening  of  harmless  entertainment? 
Well,  grandma  may.  Because  the  fact  is  that  bingo  is  no  longer 
all  that  cheap.  In  New  Jersey,  where  bingo  is  fairly  heavily 
regulated,  a  player  spends  an  average  of  $8.12  a  session,  and 
that's  probably  conservative.  In  California,  the  average  is  clos- 
er to  $15  and  in  Florida,  to  $20. 

Multiply  those  averages  by  tens  and  hundreds  of  players,  and 
the  numbers  mount  quickly.  Say  you  take  in  that  conservative 
$8  a  player  from  the  300  people  who  attend  one  of  the  larger 
games  in  New  Jersey — a  total  of  $2,400.  You  pay  out  the 
maximum  $1,000  in  prizes  allowed  by  law  and  another  $500  in 
expenses.  You're  left  with  close  to  $1,000  a  session  in  profit — a 
40% -plus  profit  margin.  "Running  only  once  a  week,"  says 
Ronald  Franklin,  head  of  Metro  Game  Manufacturing  Corp., 
the  U.S.'  largest  bingo-supply  manufacturer,  "we  think  an 
organization  ought  to  be  able  to  earn  itself  $50,000  a  year."  Is  it 
any  wonder  people  sometimes  maintain  that  without  bingo 
the  Roman  Catholic  parochial  school  system  in  the  U.S.  would 
collapse? 

Move  to  the  other  extreme  from  New  Jersey:  to  Philadelphia, 
where  the  Roman  Catholic  High  School  Alumni  Association 
conducts  bingo  at  the  old  Philadelphia  Athletic  Club.  The 
minimum  outlay  here  is  $17  a  person,  the  crowds  generally  run 
closer  to  800,  the  nightly  gross  is  probably  nearer  $14,000  and 
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Maybe  $12  million  a  day,  365 
days  a  year — that's  an  astonishing 
$4.5  billion  annually  Cash. 

the  net,  $3,500.  Playing  bingo  four  times  a  week,  Roman  bingo 
probably  grosses  elose  to  $2.8  million  a  year  and  nets  a  good 
$750,000. 

Few  games  of  chance  give  the  player  so  small  a  share  of  the 
proceeds.  On  average  in  casino  gambling,  according  to  gam- 
bling expert  John  Scarne,  the  house  retains  4  cents  out  of  every 
dollar  played.  In  bingo,  it  keeps  25  cents,  depending  on  the  size 
of  the  crowd.  Of  all  forms  of  gambling,  bingo  is  about  the  most 
predatory,  taking  more  from  its  players  and  generating  more 
for  its  promoters. 

In  its  basic  form,  bingo  is  a  game  of  almost  stupefying 
simplicity:  75  numbered  ping-pong  balls,  24  numbers  set  on  a 
5-inch-by-5-inch  card  and  a  chance  to  win  some  money.  The 
caller  calls  out  the  numbers— at  20-second  intervals  in  Phila- 
delphia, 14  in  Las  Vegas,  28  in  Chicago — and  the  first  person  to 
cover  five  spaces  in  a  row,  up  or  down,  side  to  side,  or 
diagonally  corner  to  corner,  is  the  winner.  The  play  can  be 
varied  considerably  by  requiring  two  or  three  bingos  on  a  card, 
by  constructing  winners  in  the  shape  of  various  letters — T,  H, 
X,  L  and  U — by  round  robins  (covering  the  perimeter  of  the 
card)  and  by  coverall. 

The  play  is  hypnotic.  Under  banks  of  flickering  fluores- 
cent lights,  row  upon  row  of  players— 500,  even  1,000  at 
a  time — bend  in  hushed  silence  over  the  long  tables, 
their  hands  tracing  the  numbers  from  card  to  card,  while  the 
caller's  voice  drones  in  the  crackling  quiet — "B-15,  G-58,  I- 
22" — until  somebody  calls  out,  "Bingo!" 

It's  show  biz.  Entertainment.  A  thrill  a  minute.  The  players 
try  to  improve  their  chances  by  buying  extra  cards,  by  depend- 
ing on  charms  and  other  mystical  aids,  but  the  odds  are 
staggeringly  unfavorable.  On  any  individual  game,  they  run 
around  200-to-l — or  whatever  number  of  players  there  are, 
against  the  single  winner.  In  games  where  the  player  wins 
maybe  $10,000  if  he  gets  coverall  within  50  numbers,  the  odds 
are  an  awesome  212,085-to-l  according  to  John  Scarne.  Eight 
times  a  day,  365  days  a  year,  Las  Vegas'  Aladdin  Hotel  pays 
$10,000  to  any  bingo  player  who  gets  coverall  in  48  numbers  or 
less.  The  house  has  had  to  pay  off  only  four  times  in  the  past 
three  years. 

Grandma  is  at  heart  a  high  roller.  So  is  grandpa,  and  so  are 
we  all.  And  the  big  bingo  operators  know  it  only  too  well.  So 
bingo  is  getting  bigger,  outgrowing  the  Elks  club  and  the  parish 
hall.  The  big  games  in  Windsor,  Ont.  suck  the  players  out  of 
Detroit  by  the  busload.  Philadelphia  does  the  same  with  New 
Jersey,  New  York  and  Delaware,  while  Maryland's  Anne  Arun- 
del County  packs  them  in  from  Washington  and  Baltimore. 

In  Anne  Arundel,  the  county's  five  commercial  halls  pay 
taxes  on  nearly  $6  million  in  annual  gross  revenues.  Wayson's 
Amusement  and  the  Arundel  Arena,  with  1,500  seats  apiece, 
are  the  biggest  operators  in  the  county,  and  if  they  aren't  able 
to  clear  30%  to  50%  before  taxes  on  the  $2  million  or  so  a  year 
that  they  generate,  they  ought  to  get  into  some  other  business. 
The  Arena's  owner,  Charles  E.  Howard  HI,  has  done  well 
enough  to  pick  up  a  half  interest  in  Ocean  City's  $7  million 
Sheraton  Fontainebleau  Inn,  while  Wayson's  30%  owners, 
Stephen  and  Kenneth  Wynn,  have  picked  up  a  21%  controlling 
interest  in  Las  Vegas'  Golden  Nugget  hotel  and  casino. 

In  Nevada;  the  only  other  state  that  authorizes  commercial 
bingo,  the  prizes  have  gotten  so  big,  the  competition  so  frenet- 
ic, that  nobody  makes  any  money  on  bingo  anymore.  In 
downtown  Las  Vegas,  for  example,  the  Club  Bingo  has  lost 
money  on  bingo  for  two  years  running.  So  why  does  it  stay  in 
the  business?  Because  bingo  and  its  high  stakes  are  an  enor- 
mous drawing  card.  People  come  in  to  play  bingo  and  stay  to 
play  the  slots. 
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Midget  monopolist 

His  customers  say  Ronald  Franklin's 
Metro  Game  Manufacturing  Corp.  is 
the  General  Motors  of  the  business, 
and  Franklin  worries  they're  right. 
He's  got  only  two  or  three  competi- 
tors of  any  consequence — New 
York's  A.J.  Wildman  &  Son,  Inc., 
Newark's  John  A.  Roberts  &  Co.,  Inc. 
and  to  a  lesser  extent  Denver's  Bingo 
Metro s  Franklin  King  Co.,  a  subsidiary  of  New  Hamp- 
shire's Standex  International  Corp.  (Forbes,  Mar.  19). 

Metro  was  doing  $150,000  a  year  when  Ronnie  Frank- 
lin first  went  to  work  there  in  1951.  It  probably  does  $7.5 
million  today.  Metro  produces  everything  anyone  needs 
to  set  up  a  bingo  game — from  bingo  cards  and  markers  to 
electrical  equipment.  But  the  bingo  cards  are  the  base  of 
the  business.  They're  custom  packaged  in  combinations 
that  give  the  bingo  player  a  bargain  but  persuade  him  to 
spend  more  than  he  would  have  otherwise. 

Founded  in  1938  by  Ronnie's  father,  a  commercial 
printer  and  sometime  bingo  promoter,  Metro  sells 
through  some  3,000  distributors  and  retailers.  In  New 
York,  it  sells  through  its  own  distributor,  H.A.  Sullivan 
Co.  Inc.,  and  it  also  sells  directly  to  one  big  customer: 
Steve  Wynn's  Wayson's  Amusement  Co.  in  Maryland. 
"My  father  sold  his  father,"  Franklin  says,  "and  we  just 
continue  it." 

It's  a  family  business.  Ronnie's  father  died  in  1971,  and 
he  and  his  two  brothers  control  all  but  10%  of  the 
company.  Says  Ronnie:  "My  mother  is  titular  head  of  the 
company,  and  everybody  else  is  the  vice  president.  Why 
not?  She's  very  happy  when  we  call  her  prez."  — J.C. 


Deborah 's  Schimel 


Big  bingo,  bigger  money 

Six  thousand  dollars  a  week, 
$300,000  a  year — that's  why  one  na- 
tional medical  center,  the  Deborah 
Heart  &  Lung  Center  in  Brown's 
Mills,  N.J.,  moved  into  bingo  in  a  big 
way.  "We  were  jealous  of  all  the  mon- 
ey everyone  else  was  making  in 
bingo,"  says  Naomi  J.  Schimel,  direc- 
tor of  the  New  York  region  of  the 
Deborah  Hospital  Foundation. 

Deborah  (pronounced  du-/w-uh)  had  sponsored  bingo 
for  years,  but  when  Schimel  took  over  in  1968,  she 
decided  to  save  costly  rentals  and  spent  $1.2  million 
turning  a  rundown  building  in  Flushing,  N.Y.  into  a 
combined  regional  headquarters  and  bingo  hall.  The  hall 
is  now  yielding  Deborah  $300,000  a  year. 

The  big  problem  is  getting  the  volunteers — to  come  in 
early,  sell  extra  cards,  hand  out  the  prize  money  and  keep 
the  whole  thing  going.  Any  shift  in  the  weather  can  turn 
a  profit  into  a  loss.  Deborah  won't  put  on  a  game  unless 
at  least  100  players  show  up  to  play  for  the  $1,000  prize. 
So  the  players  get  outraged.  Says  Schimel:  "You  can't 
afford  to  take  a  loss.  But  they're  screaming  and  yelling 
and  walk  out  mad  as  hell." 

The  competition  is  rough.  Within  two  miles  of  Debo- 
rah's headquarters  are  no  fewer  than  12  clubs  that  put  on 
their  own  games.  Schimel  competes  by  keeping  the 
cleanest  hall,  a  full-time  guard  and  the  best  food  around. 
But  attendance  has  dropped  anyway,  from  260  per  ses- 
sion before  1974  to  200 — that's  114,000  a  year.  Despite 
that,  SchimeFs  been  running  more  games,  the  players  are 
spending  more  money  and  she's  making  more  money 
than  ever.  — Tedd  A.  Cohen 


As  the  feller  says,  it's  not 
gambling,  it's  bingo.  Show  biz. 
Entertainment.  A  thrill  a  minute. 

Las  Vegas'  most  successful  bingo  operation  is  probably  Jim- 
my Pappa's  out  at  the  Aladdin,  and  Pappa  lost  maybe  $300,000 
last  year.  But  nobody  cares.  Every  year  bingo  draws  700,000 
customers  to  the  Aladdin.  So  Pappa's  $300,000  bingo  loss 
generates  a  good  $14  million  in  other  revenues.  "We  draw 
more  people  than  Frank  Sinatra  does,"  Pappa  says,  "and  they 
pay  him  a  hundred  thousand,  two  hundred  thousand  a  week." 

Pappa's  been  making  money,  however,  on  the  biggest  bingo 
extravaganza  of  them  all — a  $100,000  game,  played  in  two 
$50,000  sessions  on  the  Sundays  before  Memorial  and  Labor 
days,  with  a  $15,000  free  game  played  on  the  Monday  after- 
ward. Last  Memorial  Day,  Jimmy's  game  brought  4,000  people 
into  the  Aladdin  at  an  average  of  $75  a  head.  A  day  later  the 
other  hotels  were  empty,  as  the  gamblers  headed  back  home, 
but  the  Aladdin  still  bustled  with  players  waiting  for  that  free 
$15,000  game. 

It's  a  far  cry  from  Las  Vegas  to  the  game's  modest  origins.  It 
descends  from  lotto,  the  children's  game,  by  way  of  beano, 
the  carnival  standby.  Herbert  Weiss,  head  of  New  York's 
Commercial  Lessors  Association,  says  bingo  had  its  roots  in 
New  York,  in  the  garment  district,  and  spread  nationwide. 

The  game  was  illegal,  of  course,  but  nobody  much  worried 
about  that. 

Many  of  the  biggest  operators  turned  legitimate  and  are  still 
operating  today.  Sidney  Franklin,  onetime  proprietor  of  Em- 
pire Rollerdrome  and  Hopkinson  Manor,  pulled  back  and  con- 
centrated on  his  manufacturing  operation,  Metro  Game, 
which  his  wife,  brother  and  three  sons  still  operate  today  (see 
box).  Harold  Mayer,  who  used  to  own  the  New  Terrace  Gar- 
dens in  the  Bronx,  still  operates  in  New  Jersey,  with  halls  in 
Hackensack,  Paterson,  Montclair  and  New  Milford. 

For  others  regulation  was  uncongenial,  and  they  took  off  for 
other  places.  One  of  the  most  successful  promoters  was  Mi- 
chael Wynn,  an  interstate  bingo  operator  who  ran  bingo  in  Las 
Vegas,  Savannah,  Scranton,  Dayton,  Waterbury,  Utica  and 
Syracuse.  Wynn  retrenched  to  Maryland  and,  in  partnership 
with  Ed  Wayson,  set  up  a  bingo  operation  that  eventually 
bankrolled  the  acquisition  of  the  Golden  Nugget. 

The  professionals  have  always  had  an  advantage  in  running 
the  game.  However  simple  a  game  bingo  may  be,  it  is  a  labor- 
intensive  business.  You  need  cadres  of  people — ostensibly  vol- 
unteers— to  show  up  night  after  night  to  service  the  patrons: 
managers  to  collect  the  regular  games  at  the  door,  callers  to 
conduct  the  game  itself,  floorwalkers  to  sell  the  extra  cards  or 
the  paper  sheets  for  the  special  games. 

Cash  flows  through  the  hall  like  quicksilver,  the  stacks  of 
bills  thickening  in  the  floorwalkers'  fists,  the  coins  jingling 
heavily  in  their  apron  pockets,  the  money  changing,  flowing 
with  the  speed  and  fluidity  of  three-card  monte.  Sometimes 
the  skim  is  petty  chiseling;  sometimes  it's  grand  larceny.  And 
most  operators  concede  it's  inevitable,  unavoidable,  univer-i 
sal — except  in  the  games  they  are  running. 

You  don't  falsify  attendance — that's  too  easy  for  an  investi-i 
gator  to  check  out.  You  chisel  away  at  the  specials.  Who  knows 
how  many  a  floorwalker  has  sold?  The  floorwalker  simply 
understates  the  amount  he's  picked  up  at  the  tables,  and  the 
banker  underreports  the  amount  the  floorwalker  turns  in. 

For  most  charities,  skimming  isn't  all  that  difficult  to  justify. 
Though  they're  prohibited  by  law  from  paying  their  volun- 
teers, they  know  the  volunteers  have  kids  in  the  church  school 
and  tuition  is  going  up,  or  they  need  money  to  compensate 
them  for  soaring  gas  prices,  or  they're  just  down  on  their  luck. 
"The  skim  isn't  going  to  crooks,"  one  operator  maintains.  "It's 
going  to  charities  in  ways  the  state  didn't  intend." 

When  the  operation  gets  large,  the  incentive  to  skim  rises  at  j 
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Sooner  or  later,  all  executive  jet  manu- 
facturers must  explain  how  the  interac- 
tion of  payload,  range  and  speed  affects 
the  total  performance  of  their  airplanes. 
And  sometimes  the  truth  hurts. 

Still,  this  is  information  you  need  to 
know  as  a  decision  maker  in  an  aircraft 
purchase,  because  the  effective  com- 
binations of  payload,  range  and  speed 
are  basic  measures  of  an  airplane's  pro- 
ductivity as  a  business  tool  and  its  effi- 
ciency as  a  machine. 

Here,  then,  is  a  fact  to  consider  as 
you  evaluate  the  growing  number  of 
executive  airplanes  that  offer  some 
degree  of  intercontinental  capability. 

Of  all  the  new  and  varied  types  of  so- 
called  "long-range"  business  jets  whose 
performance  we  have  studied,  only  one 
is  guaranteed  to  fly  a  payload  of  1,600 


pounds  over  an  NBAA/lfrf  range  of  4440 
statute  miles  (3,600  nautical  miles/in  / 
about  8  hours.  /.'■■/ 
In  other  words,  only  one  airplane/can/ 
take  at  least  8  of  your  executives  arid  / 
their  baggage  non-stop  from,  say,  Vyasn/ 


Fly  them  all  to  a  point  in  jme  world  over  4rH 
do  it  non-stop,  and  doit  in  9  norm^toor 

You  can  only  do  it  in  the  Gulf^tream 


/n^n/orDetroittpLondon;  and,  if  Heath- 
row  happens  to  be  weathered  in,  have 
/liorethari  enough  fuel  reserves  to  get 
therh, safely  to  an  Alternate  airport. 
/  And/that.l  just  for  another  fact,  is 


:hat,\  just  f( 
tiyijtv  rioiot 
lallenges. 


her execi 


iu^ychaltehgejsi  1  \ 

/Xhe'airiplane.'of  course,  is  the 
tream  III. 


A  new  definition  of  the  ultimate. 


It  will  be  a  reality  in  1979  and  in  pror] 
ductipnin  1980.  So  if  you're  planning 
an  aire  raft  purchase  for  the  198d's,Si]  k 
today  to  Charles  G.  Vogeley,  Senior  Vice 
President  of  Gulf  stream  Marketing,  at 
(912)  964-3274.  1  ^ 

He  has  more  facts  that  suggest,  if  \ 
you  want  to  make  the  mostWudent  in- . 
vestment  in  business  traveffor^oiir 
organization,  you  can  only  jaS&n 
do  it  in  the  Gulfstream  III.  (C//V0II 


Gulfstream  American  Corporation,  P.O.  Box  2206,  Savannah,  Georgia  31402.  Member  of  GAMA  #5 


Gulfstream  /Imcr 


least  proportionately  Le-  jn  casinos  the  house  keeps  4  cents  on 

galization  has  tended  to  in  >-» 

encourage  the  develop-  the  dollar.  In  bingo,  25  cents. 

ment  of  large  commercial- 


scale  halls.  Many  chanties  do  not  have  the  premises  for  playing 
bingo,  and  so  most  states  have  approved  the  operation  of 
commercial  lessors,  real  estate  outfits  that  rent  their  premises 
to  different  charities  on  a  full-time  basis. 

In  most  states  these  commercial  operators  are  prohibited  by 
law  from  doing  anything  more  than  "managing"  the  hall — 
providing  heat,  light,  managerial  and  security  services.  But  it's 
only  a  short  and  probably  logical  step  to  providing  a  fully 
functioning  game — to  be  operated  in  the  tenant's  behalf! 

You  get  a  game  doing  $2  million,  $2.5  million,"  says 
Edward  ].  White,  former  special  bingo  prosecutor  in 
Alexandria,  Va.,  "and  I  don't  see  how  anybody  can  run 
that  on  an  amateur  basis,  with  volunteer  help.  Somewhere 
there's  a  professional  manager.  I  would  hope  he's  straight,  but 
with  that  kind  of  money,  chances  are  he's  not." 

Alexandria  is  hardly  the  worst.  In  nearby  Fairfax  County, 
United  Charities  took  in  more  than  $1  million  a  year,  paid  out 
only  $24,000  to  its  three  sponsoring  charities.  In  Dayton, 
Ohio,  Aid  the  American  People  First,  a  fundraising  outfit, 
raised  $725,000  for  itself,  less  than  $4,000  for  charity.  In 
Baltimore,  Pulaski  Mart  Bingo  earned  more  than  $20,000  in 
one  month  for  its  promoters,  only  $3,900  for  the  four  charities 
that  justified  its  existence. 

Given  the  cash  nature  of  the  business  and  the  protectiveness 
of  the  charities,  such  scams  are  uncommonly  difficult  to  de- 
tect, especially  if  the  promoter  takes  some  elemental  precau- 
tions to  cover  his  tracks.  Take  the  case  of  Florida's  Miami 
Gardens.  It  took  five  months  of  determined  and  continuous 
undercover  surveillance  by  the  Dade  County  Organized  Crime 
unit  to  uncover  that  one  a  few  years  ago.  A  promoter  named 
Ray  Carroll  formed  an  outfit  called  the  Carol  Civic  Associ- 


ation, leased  a  small  hall 
in  North  Miami  and  then 
persuaded  a  number  o{ 
charities  to  sponsor  bingcj 
in  it.  One  of  them,  Sertoma  International,  subleased  the  halj 
and  equipment  from  Carroll  at  a  rental  of  $200  a  day  and  then 
proceeded  itself  to  sublease  the  hall  to  several  other  charities— j 
a  church,  a  synagogue,  B'nai  Brith.  About  80%  of  the  proceeds 
of  the  game,  Carroll  explained,  would  go  into  prizes,  but  ever) 
so  he  promised  each  of  the  charities  at  least  $50  a  night. 

Carroll  himself  ran  the  operation:  managed  the  games,  con- 
trolled the  bank  and  then  at  the  end  of  each  session  gave  thq 
charities  $250  in  cash — sometimes  a  little  more,  sometimes  a1 
little  less,  to  reflect  the  apparent  fluctuations  in  the  business 
and  in  return  the  charities  gave  him  a  check  for  $200  to  coveij 
the  rent  they  owed;  the  charities  thus  netted  $50. 

The  charities  never  knew  how  much  Carroll  actually  too 
in.  On  one  typical  September  night,  Carroll  took  in  $2,58 
from  55  players  in  45  games,  paid  out  $1,137  in  prizes  and  $5 
to  one  of  the  sponsoring  charities  and  retained  $1,394  fo 
himself.  Even  assuming  he  broke  even,  as  he  said  he  did,  a 
$600,  that  left  him  with  a  $794  profit,  probably  free  of  taxes. 

Most  of  the  bingo  commissions  have  neither  the  staff  noi) 
the  inclination  to  undertake  such  investigations.  Most  police 
departments,  the  Department  of  Justice,  the  FBI  and  the  Inter 
nal  Revenue  Service  readily  admit  they  assign  a  very  low 
priority  to  a  business  that  caters  to  old  ladies  in  a  thousanc 
derelict  ballrooms,  bowling  alleys  and  supermarkets. 

But  talk  to  the  men  and  women  in  the  organized  crime  units 
in  places  like  Miami  or  Atlanta,  Chicago,  Akron  or  Los  Ange- 
les, and  you'll  hear  how  organized  crime  has  gradually  movecj 
into  the  business,  how  this  crime  family  runs  bingo  out  of  the 
family  church  in  Brooklyn,  how  that  one  runs  it  out  of  anothei 
in  Greenwich  Village,  how  Illinois  has  serious  problems,  how 
the  mob  has  Georgia  or  Florida  pretty  much  in  its  pocket. 


Rexnord . . . 

our  materials 
handling 
systems  help 
industry  move 
its  products 
more  reliably... 
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At  Rexnord,  we  think  of  materials  han- 
dling as  a  lot  more  than  a  broad  back 
and  muscles.  It's  a  business  science. 
A  productive,  smooth-working  mech- 
anism industry  can  t  do  without. 

We  ve  put  materials  handling  to  work 
for  many  industries.  It's  used  to  move 


finished  steel  by  the  billet  and  crushed 
stone  by  the  ton.  In  a  modern  ware- 
house it's  part  of  order  picking  opera- 
tions that  fill  thousands  of  orders  a  day. 

There's  hardly  an  industry  in  the 
world  our  conveying  systems  and 
components  don't  serve— from  airline 


"Bingo  is  an  extremely  lucrative  operation,  with  an  extreme- 
ly low  penalty  factor,"  says  one  veteran  Florida  investigator. 
"The  risks  are  low  and  the  profits  astronomical.  Five  hundred 
pounds  of  dope  can  put  you  in  jail  for  a  long  time.  Run  a  bingo 
hall,  and  it'll  be  years  before  you  even  have  to  pay  a  fine.  You're 
not  going  to  keep  organized  crime  out  of  a  multibillion-dollar 
business  like  bingo  any  more  than  you've  been  able  to  keep  it 
out  of  trucking,  airlines  or  meat  packing,  you  name  it." 

Talk  to  Philadelphia  District  Attorney  Edward  G.  Rendell, 
in  Pennsylvania,  where  bingo  is  still  illegal.  He'll  tell  you 
that  seven  large  commercial  halls  dominate  the  city's 
bingo,  all  of  them  playing  in  the  name  of  charities.  Altogether 
these  seven  large  halls  grossed  better  than  $10  million  last 
year,  netted  $3.5  million  to  $4  million.  A  grand  jury  investiga- 
tion late  last  year  revealed  that  a  mere  fraction  of  that  went  to 
the  charities  involved — between  2%  of  the  net  (at  the  Drake 
Hotel)  and  15%  (at  the  Philadelphia  Athletic  Club). 

Some  of  Philadelphia's  bingo  barons  have  interesting  back- 
grounds. Harry  Blatstein,  owner  of  Boulevard  Pools,  is  a  one- 
time carnival  operator,  construction  man  and  real  estate  opera- 
tor who  was  once  convicted  for  bribery,  extortion  and  malfea- 
sance. Robert  and  Stanton  Miller,  who  own  both  the  Drake 
and  the  Yellow  Cab  Co.,  were  close  friends  of  former  Teamster 
President  Jimmy  Hoffa,  who  disappeared  four  years  ago. 

That  Philadelphia  grand  jury  was  shocked  last  winter  to 
discover  how  little  bingo  money  actually  went  to  the  charities. 
(One  got  only  $100  a  game,  the  promoter  ten  times  that. 
Another  paid  $500,000  in  rent,  all  the  expenses  and  35%  of  the 
pet  in  consulting  fees.  Yet,  without  exception,  the  charities 
were  satisfied  with  the  terms  of  their  agreements.  "They  all 
[say,  'We're  not  going  to  complain,'  "  Rendell  says.  "  'If  you 
imove  in  on  them,  they'll  probably  close  down,  and  there  goes 
pur  $40,000.'  "  So  bingo  and  its  promoters  continue  to  prosper 
in  Philadelphia.  The  police  decline  to  act  and  the  grand  jury 
(tactfully  dissolved  before  it  completed  its  bingo  investigation. 


Sympathy  for  charity  is  not  the  only  reason  the  big  operators 
are  left  alone.  "Wherever  you  see  bingo  being  operated  on  a 
large  scale,  with  large  prizes,  with  large  groups,  it's  almost  a 
certainty  that  someone  is  being  paid,"  says  Duane  Burke,  head 
of  the  Public  Gaming  Research  Institute. 

In  Chicago,  according  to  Stephen  A.  Schiller,  head  of  the 
Chicago  Crime  Commission,  there  are  a  half  dozen  large  halls 
playing  bingo  for  charity  six  nights  a  week  that  appear  to  be 
pocketing  most  of  the  proceeds.  Schiller  cites  the  Pinnacle  in 
Chicago  Heights  as  probably  the  foremost  example.  Run  by 
Nick  Pinto,  believed  to  be  a  onetime  runner  for  Chicago  loan 
shark  and  gambling  organizer  James  Iendino,  the  Pinnacle 
operates  in  the  name  of  the  Mt.  Olivet  Community  Church,  a 
defunct  storefront  church. 

In  Florida  commercial-scale  bingo  is  concentrated  mainly  in 
Broward  County  (Ft.  Lauderdale),  which  has  maybe  ten  major 
halls,  and  Dade  County  (Miami),  which  now  has  eight,  all 
operating  seven  nights  a  week  and  many  in  the  afternoons  as 
well.  But  two  counties  is  enough  for  big  business.  Hialeah's 
state  representative  William  H.  Lockward  estimates  the  pro- 
moters generate  more  than  $100  million  in  revenues  annually, 
but  how  much  goes  to  charity  is  another  question. 

According  to  Florida  police  investigators,  the  kingpin  of 
Florida  bingo  is  Anthony  Accetturo,  41,  one  of  orga- 
nized crime's  more  experienced  operators,  with  a  back- 
ground in  extortion,  loansharking,  numbers  and  bookmaking. 
Accetturo  came  to  Ft.  Lauderdale  in  1972  to  avoid  a  subpoena 
from  the  New  Jersey  Commission  of  Investigation  and  began 
gradually  to  buy  into  the  Broward  County  bingo  operations 
conducted  by  Charles  Bogus  and  his  partner,  James  L.  Wil- 
liams. "Accetturo  invested  a  little  money,"  says  one  Florida 
investigator,  "guaranteed  a  little  protection  against  other  mob- 
sters muscling  in  and  gradually  took  over." 

Altogether  Bogus  and  Williams  control  five  or  six  halls  in 
Dade  and  Broward  counties.  One  Bogus  game,  according  to  a 


and  make  people  more  efficient. 


oaggage  handling  to  foundries  to  bot- 
ilers  and  canners.  For  more  informa- 
ion  on  Rexnord,  read  our  annual 
report  and  our  corporate  brochure. 
Write  for  copies  to  W.  C.  Messinger, 
Chairman,  Rexnord  inc.,  RO.  Box 
?022,  Milwaukee,  Wisconsin  53201. 


Rex  TableTop  conveyor  chains  provide  Carrier  vibrating  fluid-bed  sand  cooler  effi- 

smooth  handling  of  jars,  cans,  bottles.  ciently  conditions  sand. 

Mathews  standard  conveyors  and  custom- 
designed  systems  reduce  handling  costs. 


Rexnord 
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Broward  County  investi-    Specials   COSt  CXtta 

gators    report,     yielded  a 

roughly  $2.7  million  in    UD.   NODOdV  WailtS 

revenue  in  1975.  Of  this,  r 
$46,900  went  to  the  sponsoring  char- 
ities, $1.5  million  to  Bogus'  corpora- 
tion. So  far  Bogus  has  stayed  close  to 
home,  but  Williams,  a  onetime  Ak- 
ron contractor  who's  been  associated 
with  Akron's  recently  convicted 
bingo  king,  Joseph  Francis  Merlo,  has 
been  gradually  branching  out.  He 
now  controls  at  least  one  big  bingo 
operation  in  Atlanta  and  has  made  a 
few  tentative  moves  to  establish 
himself  in  California. 

Outside  the  Accetturo  orbit  is  a 
Miami  bingo  operator  named  Calvin 
Silber.  Arrested  in  May  for  attempt- 
ed bribery,  Silber  holds  the  licenses 
on  two  bingo  halls  in  Miami,  the 
Northside  and  Midway  bingo  halls, 
and  was  instrumental,  investigators 
say,  in  opening  up  both  Georgia  and 
Tennessee  to  bingo.  Some  years  ago 
former  state  representative  H. 
Thomas  Powell,  got  the  Tennessee 
legislature  to  legalize  bingo,  with  an 
unusual  provision  that  allowed  the 
AFL-CIO  to  play.  As  it  happened 
Powell  is  a  first  vice  president  of  the  Tennessee  AFL-CIO,  and 
investigators  claim  he  and  Silber  run  bingo  in  AFL-CIO  halls  in 
Nashville  and  Memphis — a  claim  Powell  denies.  Another 
friend,  Henry  W.  McDowell  Sr.,  a  former  Georgia  state  senator 


,  so  grandma  pays  tio" that  legahzed  bing° 

7  o  r     j       in  Georgia  two  years  ago. 

tO  Sit  OUt  a  game.       The    opportunities  in 

Georgia  were  nothing  be- 
side those  in  California,  which  legal- 
ized bingo  around  the  same  time, 
and  the  promoters  promptly  began  to 
move  in.  The  most  ambitious  foray, 
however,  came  from  Canadian  busi- 
nessman Frank  H.  Strean,  who 
bought  the  famed  Hollywood  Palla- 
dium for  $3.5  million  with  the  idea 
of  making  it  a  mecca  for  charitable 
bingo.  At  the  time,  it  was  reported 
that  the  idea  came  from  Strean's 
very  close  friend  Louis  Chesler,  a  To- 
ronto real  estate  operator  and  stock 
promoter  who  in  the  Sixties  devel- 
oped the  Lucayan  Hotel  and  Casino 
in  the  Bahamas  with  the  counsel  if 
not  the  aid  of  Miami's  Mafia  money- 
man  Meyer  Lansky.  Strean  denies 
the  idea  was  Chesler 's.  He's  been 
involved,  he  says,  in  a  Canadian 
charity  that  plays  bingo,  and  just  got 
the  idea.  Strean  brought  in  Victor 
Dante,  a  North  Miami  Beach  bingo 
operator,  to  run  the  operation.  The 
Palladium  operated  for  about  a 
month,  offering  $8,000  cash  prizes  in 
behalf  of  three  local  charities.  Strean  expected  the  Palladium  to 
earn  a  million  a  year,  but  both  the  Los  Angeles  Times  and  the 
Herald-Examiner  pounced  on  Strean's  association  with  Chesler 
with  such  ferocity  that,  before  the  operation  had  time  to  break 


who's  been  involved  in  Savannah  bingo,  promoted  the  legisla-    into  the  black,  Strean  threw  in  the  towel.  He  agreed,  he  says,  to 


I 


More  ways  Rexnord  helps  to  increase  r 


Rex  multiflex  conveyor  system  elevates  and  lowers 
automotive  air  filters. 


Rex  conveyor  chains  (top  left)  are  used  to  move  I 
everything  from  small  packages  to  heavy  steel  bars. 

Can 

,  UOi 

Mathews  conveyors  assemble  and  integrate  pack-  :; 
ages  to  automate  order  filling. 


sell  out  to  a  Chicago  theater-management  outfit,  Marquee 
Enterprises. 

The  Palladium's  prospective  buyers  were  not  necessarily 
that  much  of  an  improvement.  In  many  ways  Marquee  Enter- 
prises seemed  a  satellite  of  the  Teamsters  union.  Among  its 
stockholders  were  several  former  Teamster  officials,  including 
Allen  Dorfman,  who  for  over  a  decade  controlled  the  Team- 
sters' Central  States  Pension  Fund  and  went  to  jail  in  1972  for 
accepting  a  kickback  for  recommending  a  loan.  Marquee's  top 
officer,  Chairman  Gerald  Kaufman,  had  borrowed  $5.2  million 
from  a  Teamsters'  local.  Kaufman  denies  Marquee  ever 
planned  to  buy  the  Palladium.  It  was  Marquee  Vice  President 
Joseph  Borenstein  who  did  that.  Borenstein  disputes  that,  but 
concedes  Marquee  negotiated  to  acquire  the  Palladium.  But  no 
matter.  In  the  end,  the  deal  fell  through,  and  Strean  is  still 
trying  to  sell — to  parties  so  far  unspecified. 

In  many  ways  the  Marquee  move  seems  portentous.  If 
there's  any  single  force  beginning  to  surface  in  bingo  these 
days  it's  the  Teamsters,  that  massive,  mob-ridden  and 
fearsomely  powerful  labor  organization.  Teamster  money  has 
gone  into  bingo  real  estate.  Teamster  officials  and  Teamster 
philanthropies  have  involved  themselves  directly  in  the 
games,  including  officials  like  Jackie  Presser,  head  of  the  pow- 
erful Ohio  Teamsters;  Allen  Dorfman;  Anthony  Provenzano, 
ruler  of  the  scandal-ridden  New  Jersey  Teamsters. 

Jackie  Presser's  wife,  Carmen,  and  another  Teamster  official 
;antil  recently  owned  a  bingo  hall  in  Cleveland,  the  Forge 
Center.  According  to  a  Cleveland  Press  expose",  Presser  and  his 
l  ather,  Bill,  have  enthusiastically  promoted  three  bingo-play- 
j  ng  Ohio  charities  that  funneled  their  proceeds  not  into  chari- 
table activities  but  into  a  Teamster-financed  loan  company.  In 
Chicago  one  of  the  city's  biggest  games  is  run  by  the  Little 
jZity  Foundation,  and  Little  City  was  founded  by  Allen  Dorf- 
man  and  his  father,  mobster  Paul  (Red)  Dorfman,  and  enthusi- 
astically supported  by  Teamster  officials  like  Frank  Fitzsim- 


mons.  In  Philadelphia  Teamster  money  is  behind  two  of  the 
city's  biggest  games:  $1.4  million  in  the  Philadelphia  Athletic 
Club,  and  $3.5  million  in  the  Drake  Hotel. 

In  Ohio,  in  Florida,  in  Pennsylvania  you  hear  rumors  that 
Tony  Provenzano  is  involved  in  bingo,  in  ways  never  quite 
specified — Tony  Provenzano,  head  of  Local  560  in  Union  City, 
N.J.,  part-time  resident  of  Hallandale,  Fla.,  convicted  labor 
racketeer  and  recognized  member  of  organized  crime. 

What  worries  the  average  legitimate  charitable  bingo 
operators  these  days  is  not  organized  crime,  however, 
but  the  increasing  success  of  the  large  commercial 
games  that  attract  it — success  that  in  many  places  has  come  at 
the  expense  of  the  amateur  games  legalization  was  designed  to 
help:  the  firehouse,  the  parochial  school,  the  legion  hall. 

In  Philadelphia  a  large  commercial  game  has  been  having  a 
devastating  impact  on  a  game  run  by  the  Immaculate  Concep- 
tion parochial  school  in  Germantown,  a  school  that  state 
representative  Robert  W.  O'Donnell  considers  essential  in 
maintaining  the  stability  of  the  racially  mixed  district  he 
represents.  In  the  hope  of  saving  the  school  from  bankruptcy, 
O'Donnell  is  thinking  of  filing  a  criminal  complaint  against 
the  commercial  hall — one  that  he  believes  the  district  attorney 
would  be  obliged  to  act  upon.  To  do  that  would  open  up  every 
game  in  Philadelphia  to  similar  complaints,  and  could  result  in 
every  bingo  establishment  in  town  being  closed  down.  The 
injured  charities  would  certainly  appeal  to  the  legislature  to 
legalize  bingo — and  how  could  the  legislators  refuse? 

After  all,  hardly  anyone  really  wants  to  shut  bingo  down,  in 
Philadelphia  oi  anywhere  else.  The  charities  need  the  money 
too  badly  and,  like  it  or  not,  there's  probably  nowhere  else  they 
can  get  it.  Nevertheless,  nobody  wants  to  see  worthy  causes 
used  as  fronts  to  line  the  pockets  of  crooks  and  gangsters. 
Don't  blame  the  police  or  the  bingo  commissions.  Blame  the 
charities  who,  by  lending  their  good  names  indiscriminately, 
have  only  themselves  to  blame.  ■ 


naterials  handling  efficiency. 


Rex  bearings  offer  important  life- 
adding  advantages  in  many  materials 
handling  applications. 


It's  true  in  industry  after  industry.  Materials 
handling  has  become  a  key  to  productivity. 

In  mines  and  quarries,  Rexnord  convey- 
ing systems  move  materials  simply, 
quickly  and  efficiently.  To  food  proces- 
sors, Rexnord  chains  keep  canning  and 
bottling  lines  moving  smoothly  and 
economically.  The  newspaper  you  read, 
the  car  you  drive,  the  bulb  in  your  bed- 
side lamp  may  have  been  produced  or 
packaged  or  delivered  with  the  help  of 
our  conveying  equipment. 

To  learn  more  about  us,  read  our  annual 
report  and  corporate  brochure.  Write 
W.  C.  Messinger,  Chairman,  Rexnord  Inc., 
P.O.  Box  2022,  Milwaukee,  Wl  53201. 

For  the  latest  in  financial  information 
call  us  at  our  toll-free  investor  number, 
800/558-9046.  In  Wisconsin,  call 
800/242-9674. 


Carrier  vibrating  conveyors  economically 
move  anything  from  light  bulbs  to  heavy 
castings. 


Rexnord 
Hill  MM 
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and  use  every  inch  of  paper  you  buy 


Piggybacking  is  how  Fort  Howard's 
Commander  I .  cabinet  can  help 
reduce  your  maintenance  costs.  You 
can  save  two  ways. 

Commander  I 
helps  reduce  paper 
waste.  It  has  room 
for  a  full  roll  plus 
the  "stub  roll,"  the 
leftover  roll  your 
maintenance  crew 


may  be  removing  and  throwing 
away.  When  the  stub  roll  runs  out, 
the  Commander  I  begins  dispensing 
the  new  roll.  Automatically. 

Commander  I  helps  save  mainte- 
nance time,  too.  When  you  fill  the 
Commander  I  with  our  850-foot  No- 
Rivl.  roll,  you  have  the  longest  roll 
towel  in  the  business.  That  means 
fewer  refills.  And  less  chance  of 
running  out. 


See  how  you 
can  stretch  your 
maintenance  dol- 
lar. Call  the  Fort. 
Dial  (312)T-H-E-F-0-R-T.  And 
start  using  every  inch  of  paper 
you  buy. 


Fort  Howard  Paper 


Green  Bay.  Wisconsin  54305 


all  the  Fort 


Call  ih»  Port  is  a  service  mark  of  Fort  Howard  Paper. 


Dial  (312)  T-H-E-F-O-R-T 


Will  Puerto  Rico  become  the  U.S.'  Northern 
Ireland?  Our  first  Spanish-speaking  state?  Or 
something  else?  We  may  soon  find  out. 


Puerto  Rico's 
not-so-manifest 
destiny 


By  Jerry  Flint 


Puerto  Rico  would  make  one 
strange  state.  The  official  language 
wouldn't  be  English;  half  the  folks 
would  be  on  food  stamps;  there  might  be 
resident  terrorists  throwing  bombs  on 
the  island  and  the  mainland;  and  they 
might  not  get  around  to  paying  full  feder- 
al income  taxes  for  10  or  20  years. 

If  this  seems  strange  to  most  mainland 
dwellers,  it  sounds  strange  to  many  Puer- 
to Ricans,  too.  Puerto  Rico  a  state?  Like 
New  York  or  Alaska  or  North  Dakota? 
Unlike  most  of  the  modern  Caribbean, 
Spanish-speaking  Puerto  Rico  is  not  an 
independent  country  nor  do  any  but  a 
tiny  minority  of  its  people  want  it  to  be. 
The  question  is:  What  exactly  do  the 
majority  of  them  want,  these  people  of 
mixed  race  whose  culture  is  part  Span- 
ish, part  American,  whose  small  island 
came  under  U.S.  rule  after  our  victory  in 
the  Spanish- American  War  of  1898? 
Now  they  are  citizens  of  the  U.S.  in  a 
vague  association  with  the  U.S.  known 
as  commonwealth,  but  without  full  po- 
itical  rights  in  their  homeland. 

But  this  status  question  that  has  be- 
deviled the  island  for  decades  appears  to 
be  pushing  to  conclusion.  The  options: 
Puerto  Rico  could  become  the  51st  state; 
it  could  remain  a  commonwealth;  or  it 
could  move  toward  independence. 

The  issue  so  divides  the  island  that  the 
will  of  the  majority  might  not  be  accept- 
:d  if  statehood  comes.  This  is  a  Spanish 
ociety  and  talk  of  violence  comes  easily, 
bays  one  of  the  island's  most  prominent 
private  citizens:  "We're  talking  about 
:ivil  war.  It's  only  a  small  group,  maybe 
£,000  or  3,000,  but  they  would  create 
lavoc.  They  would  probably  blow  one  or 
wo  [U.S.]  senators  to  pieces.  It  would  be 
permanently  violent." 

"You  will  be  buying  a  problem  for  a 
ong  time,"  warns  Senator  Miguel  Her- 
landez  Agosto,  president  of  the  pro- 
xtmmonwealth,  antistatchood  Popular 
emocratic  Party,  the  second-largest  po- 


litical force  on  the  island. 

"We're  not  Eskimos  or  Hawaiians.  We 
are  a  distinct  nation.  There  is  no  possi- 
bility for  statehood,"  says  Ruben  Berrios 
Martinez,  leader  of  the  Puerto  Rican  In- 
dependence Party,  which  demands  an  in- 
dependent socialist  state.  And  on  the  far 
left,  under  a  red  flag,  there  is  the  tiny 
Marxist-Leninist  Puerto  Rican  Socialist 
Party.  Its  leader,  Juan  Mari  Bras,  cuts  no 
such  dramatic  figure  as  Fidel  Castro 
does,  but  Mari  Bras  would  dearly  love  to 
emulate  the  Cuban  caudillo.  "Undoubt- 
edly the  only  alternative  would  be  armed 
struggle,  even  after  statehood,"  he 
threatens. 

Those  are  the  threats  of  the  opposi- 
tion, attempting  to  frighten  an  American 
Congress  from  accepting  the  majority 
will  if  statehood  wins  a  majority  in  a 


Coventor  Carlos  Romero- Barcelo 
Threats  wont  deter  statehood  drive. 


plebiscite.  But  Puerto  Ricans  battling  for 
the  51st  star  are  just  as  forceful. 

"I  believe  in  democracy  and  I'm  not 
being  cynical  about  it  or  sarcastic,  no, 
I'm  being  very,  very  frank,"  says  the 
island's  elected  Governor  Carlos  Rome- 
ro-Barcclo,  a  handsome,  gray-haired  man 
who  clenches  his  fist  and  speaks  slowly 
to  make  his  point.  "I  would  feel  uncom- 
fortable being  denied  participation  in 
that  [U.S.]  democratic  process  and  hav- 
ing my  children  disenfranchised."  His 
pro-statehood  New  Progressive  Party 
now  controls  the  local  legislature,  and  if 
it  is  victorious  again  in  1980  he  pledges 
to  hold  that  status  plebiscite  in  1981, 
win  it  and  take  the  demand  for  the  51st 
star  to  Congress.  Adds  one  of  the  gover- 
nor's associates,  if  opponents  who  talk 
violence  want  confrontation,  "they  will 
find  us  ready."  The  implication  of  that 
statement  will  not  be  lost  on  the  indefwn- 
dentistas  who  have  not  forgotten  the  deci- 
sive and  bloody  defeat  the  Puerto  Rican 
National  Guard  inflicted  on  the  indepen- 
dence uprising  in  1950.  There  is  no  ques- 
tion of  the  U.S.  regular  Army  being 
used — of  mainland  troops  firing  on  Puer- 
to Ricans.  The  National  Guard  and  local 
police  are  efficient  and  determined. 

It  would  be  wrong  to  think  of  the  prob- 
lem in  purely  economic  terms.  Dr.  Fran- 
cisco Pabon,  director  of  Puerto  Rican 
Studies  at  the  State  University  of  New 
York  at  Buffalo  and  an  accomplished 
maker  of  documentary  films,  explains 
the  situation:  "There  is  a  painful  ambiv- 
alence here,  especially  in  the  educated 
middle  class.  We  enjoy  the  benefits  of 
the  American  connection  but  are  deathly 
afraid  that  our  own  quite  different  vision 
of  life  will  not  survive.  We  are,  after  all, 
only  5  million  in  a  sea  of  250  million." 
Even  the  pro-statehood  people  desire  to 
maintain  their  cultural  identity,  holding 
on  to  their  own  Spanish  language,  their 
own  teams  in  the  Olympics,  even  their 
own  Miss  Universe  entry.  That  couldn't 
happen  under  statehood,  say  opponents. 
"Our  children  and  grandchildren  and 
great-grandchildren  will  talk  less  Spanish 
and  after  a  generation,  and  certainly  after 
two  generations,  my  name  will  not  be 
[pronounced]  Ernandez  but  Hernandez," 
says  Senator  Hernandez  of  the  common- 
wealth faction. 

Would  statehood  put  an  additional  bur- 
den on  the  U.S.  taxpayer?  Puerto  Rico 
would  then  be  entitled  to  its  full  share  of 
the  federal  treasure  chest,  not  just  for 
welfare-type  grants  but  for  such  capital 
projects  as  schools  and  transit  systems. 
With  two  U.S.  senators  and  seven  repre- 
sentatives, it  could  compete  for  the  big 
bundles.  "We  never  had  a  chance  to  com- 
pete for  Cape  Canaveral  because  we're 
not  a  state,"  says  Governor  Romero. 
However,  as  a  state  Puerto  Rico  would 
also  be  contributing  to  the  federal  trea- 
sury, with  the  balance  uncertain. 

Puerto  Rico's  economic  troubles  are 
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rooted  in  its  geography:  a  small  island, 
111  miles  long,  36  miles  wide,  roughly 
the  size  of  Connecticut,  900  miles  from 
the  mainland;  its  population,  3.4  million 
crowded  together  and  held  down  only  by 
mass  migration  (2  million  Americans  of 
Puerto  Rican  descent  now  live  stateside); 
and  its  lack  of  natural  resources — most  of 
its  energy  comes  from  high-priced  for- 
eign oil.  For  centuries  poverty  was  a  nat- 
ural state. 

After  World  War  II  a  charismatic  lead- 
er, Governor  Luis  Munoz-Marin,  boot- 
strapped his  country  into  its  present  not- 
quite-a-colony,  not-quite-a-state  rela- 
tionship with  the  U.S.  He  pushed  the 
unusual  commonwealth  status  which, 
after  a  burst  of  nationalist  violence  (in- 
cluding an  assassination  attempt  against 
President  Truman  and  an  uprising  on  the 
island),  cooled  the  status  fight,  and  with 
tax  incentives  began  to  lure  industry  for 
his  "Operation  Bootstrap." 

"No  one  thought  it  would  be  a  success 
because  nothing  ever  worked  in  Puerto 
Rico,"  said  Alex  Maldonado,  editor  of  El 
Mundo,  a  major  San  Juan  newspaper. 
"But  2,000  companies  came.  People 
started  to  work.  We  were  worth  some- 
thing. In  that  euphoria,  we  saw  a  shining 
new  political  status,  a  middle  road  to 
freedom."  In  commonwealth,  said  an- 
other Puerto  Rican,  "we  had  created  a 
funny-looking  suit  to  fit  the  body;  but  if 
you  have  a  funny-looking  body  you  need 
a  funny-looking  suit." 

But  euphoria  collapsed  in  the  1970s. 
Other  states  began  playing  the  industry- 
incentive  game  better  than  Puerto  Rico, 
and  the  1973-74  recession  wiped  out 
25,000  industrial  jobs,  a  fifth  of  the  gains 
won  by  Bootstrap.  Companies  seeking 
cheap  labor  drifted  to  Haiti  or  Taiwan.  "In 
the  last  four  years  [1973-77]  a  net  of  200 
jobs  were  created  in  the  industrial  sector, 
public  debt  tripled  [to  $6  billion]  and  the 
resources  to  finance  it  diminished  by 
25%,"  says  lose  Madera  of  Fomento,  the 
Economic  Development  Administration. 
With  unemployment  soaring  — 16%  offi- 
cially and  30%  unofficially — Puerto  Rico 
went  on  food  stamps. 

But  whereas  on  the  mainland  food 
stamps  were  intended  for  the  poor  mi- 
nority, in  Puerto  Rico,  where  personal 
income  per  capita  is  $2,700,  more  than 
half  the  population  signed  on.  Even  the 
land  went  untilled.  "This  is  a  nation  of 
rice  and  beans,  and  now  we  don't  even 
grow  our  own  rice  and  beans,"  says  one 
Puerto  Rican.  Even  Communist  Mari 
Bras  complains  that  "these  food  stamps 
are  developing  a  sense  of  dependency, 
encouraging  people  not  to  work."  "The 
Communists  are  threatening  to  kick  ass 
if  they  take  over,"  says  a  Puerto  Rican 
with  friends  in  Mari  Bras'  radical  party. 
"They  say  they  are  going  to  put  people 
back  to  work  again."  (Little  wonder  the 
radical  party  is  supported  only  by  a  hand- 
ful of  intellectuals  who  look  to  Cuba, 


China  and  Cambodia  for  inspiration.) 

No  one  knows  how  to  stop  the  welfare 
process,  once  started.  Governor  Romero 
says:  "They  say  food  stamps  develop  la- 
ziness, but  I  think  it  is  only  for  that 
generation  that  worked  only  to  eat." 
Their  children  won't  be  satisfied  with 
just  food  or  food  stamps,  he  goes  on.  "It 
will  be  the  television  set  they  want  to 
buy,  their  furniture,  their  car,  a  better 
home,  money  to  go  on  vacation,  those 
will  be  the  motivations  to  work.  When 
there  was  no  welfare  there  were  beggars. 
So  now  instead  of  begging  we  have  wel- 
fare." He  has  a  point.  Whatever  the  prob- 


Food-stamp  junkie 


Work  incentives  sagged  with  the 
massive  $740  million  program. 
One  of  every  eight  food-stamp 
dollars  goes  to  Puerto  Rico. 
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They  feed  half  the  population, 
but  then  there  are  no  beggars. 

Puerto  Rican  population  |Milhons] 
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lems,  Puerto  Rico  is  not  Jamaica  or  Gua- 
temala. It  has  in  fact  one  of  the  highest 
standards  of  living  in  all  Latin  America. 

Nevertheless,  the  island's  political  and 
intellectual  leaders  were  depressed  enor- 
mously by  the  failure  of  Bootstrap  to 
solve  all  their  problems.  "We've  had  our 
golden  era  and  it's  over,"  is  the  way  one 
long-term  resident  described  the  atti- 
tude. From  that  malaise  came  the  drive 
to  settle  the  status  issue  and  get  building 
again,  this  time  as  a  state. 

Governor  Romero  is  forcing  the  issue. 
At  July's  Pan  American  Games,  for  ex- 
ample, he  demanded  that  "The  Star- 
Spangled  Banner"  be  played  and  the 
American  flag  raised,  along  with  playing 
the  anthem  and  raising  the  single-star 
banner  of  Puerto  P.ico.  Nationalists 
packed  the  stadium  to  boo  and  drown 


out  his  welcoming  speech,  but  he  held 
his  ground  and  shouted  back  at  them. 
His  statehood  party  won  48%  of  the  vote 
in  the  election  of  1976,  and  he  says  his 
latest  poll  shows  59%  for  statehood. 

Of  course,  the  statehood  demand,  if 
approved  in  a  plebiscite,  would  pose 
problems  for  the  U.S.  Congress.  State- 
hooders  insist  it  would  have  to  be  phased 
in  over  10  or  20  years,  particularly  those 
U.S.  taxes,  and  Spanish  would  have  to 
remain  the  official  language.  That 
doesn't  appear  to  pose  a  constitutional 
problem. 

The  Commonwealth  Party,  in  con- 
trast, contends  that  Puerto  Rico  needs 
more  autonomy,  not  less,  to  make  com- 
monwealth work  again.  For  example,  it 
might  need  the  power  to  levy  tariffs  (to 
protect  local  industry)  and  to  veto  some 
acts  of  Congress. 

Congress  understandably  hesitates  to 
grant  all-but-freedom  under  common- 
wealth status  while  continuing  to  supply 
the  benefits  of  the  U.S.  Treasury  and 
U.S.  citizenship;  and  yet  the  idea  of  im- 
posing statehood  on  a  large  minority — 
and  the  possibility  of  terrorism — also 
might  give  Congress  pause.  Such  vio- 
lence could  be  beyond  tearing  down  a 
few  American  flags  before  the  Pan 
American  Games.  One  tiny  terrorist 
group,  the  New  York-based  FA. L.N. 
(Armed  Forces  for  the  Liberation  of  Puer- 
to Rico),  with  no  more  than  one  or  two 
dozen  members,  is  credited  with  90 
bombings  and  5  deaths  in  5  years. 

The  statehood  forces,  then,  need  more 
than  a  tiny  majority  to  win  their  star; 
Governor  Romero  must  build  a  genuine 
consensus  among  the  island's  citizens  as 
well  as  among  Puerto  Rican  residents  of 
the  U.S.;  only  that  way  can  the  terrorist 
threat  be  contained.  It  may  not  be  easy. 
The  statehood  drive  "will  crystallize  all 
nationalists  on  one  side,"  says  Ruben 
Berrios  of  the  Independence  Party.  Ber- 
rios  is  hoping  thdt  the  campaign  for 
statehood  will  drive  most  of  the  procom- 
monwealth  people  into  his  party,  which 
espouses  independence  but  friendly  trad- 
ing relations  with  the  U.S. 

But  if — despite  Berrios'  claims — a  true 
pro-statehood  consensus  can  be  built, 
then  the  American  Congress  must  be 
willing  to  accept  the  will  of  the  majority 
even  if  a  handful  of  Puerto  Ricans  never 
do.  "Are  we  going  to  be  terrorized  by  a 
minority?"  asks  Joaquin  A.  Marquez, 
who  runs  the  Puerto  Rican  office  in 
Washington. 

All  that  spells  trouble  for  Puerto  Rico 
and  for  the  mainland.  It  would  be  conve- 
nient if,  somehow,  the  U.S.  could  avoid 
the  whole  mess.  But  we  can't.  This  North 
American  nation  is  increasingly  involved 
with  the  Latin  American  world  to  our 
south  and  the  Puerto  Rican  connection  is 
the  most  intimate  part  of  that  associ- 
ation— the  most  dangerous  in  many 
ways,  the  most  hopeful  in  others.  ■ 


48 


FORBES,  AUGUST  6,  1979 


HOW  TO  GET 
A  FEDERAL  EXPRESS 
COURIER  PAK  TO 
MOVE  REALLY  FAST 


Recently,  an  Emery  Express 
driver  picked  up  a  package. 

It  was,  oddly  enough,  a  Federal 
Express  Courier  Pak. 

With  an  Emery  Express  sticker. 

Not  so  strange,  however,  when 
you  consider  that  while  Federal 
promises  overnight  delivery,  they 


don't  tell  you  what  time  next  day 
they'll  be  there.  We  do. 

We  deliver  by  1 1  a.m.  or  earlier. 

And  we  also  save  you  money. 
For  5  out  of  6  times,  Emery  is  less 
than  Federal.  And  we're  never  more. 

So  if  you  have  a  package  that 
absolutely,  positively  has  to  be  there 


overnight,  call  and  ask  for  the  people 
more  and  more  Federal  Express 
customers  are  asking  for. 
Emery  Express. 

EMERU 

Express 

The  small  package  service  that  delivers  before  the  1 1th  hour. 


(  i 


Ms.  Sue  J,  Bonny 
1800  Milton  Road 
C»nnond«l«,  ct. 
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Factory  outlets  used  to  be  where  you  got 
damaged  goods  or  ''seconds^  Now  over 
10,000  of  them,  many  in  special  shopping 
malls,  have  over  $5  billion  sales  a  year 


"Straight  from 
maker  to  you 


manufacturers'  hands  for  10%  to  20%  of 
wholesale.  The  public  gets  goods  at  25% 
to  75%  below  department  store  prices. 
The  Reading  mall  proved  such  a  draw 
that  today  shoppers  are  brought  in  on 
tour  buses  from  New  York,  Washington 
and  Philadelphia. 

Outlet-mall  developers  insist  that 
Reading  is  not  a  fluke.  They  believe  that 


By  Sharon  Reier 


IN  the  dear,  dead  davs  when  gasoline 
cost  25  cents  a  gallon  and  Arabs  were 
a  distant,  little-known  people, 
Americans  habitually  took  to  the  road  on 
weekends  for  a  drive  in  the  country. 
There,  in  places  like  the  Vermont  back- 
country,  the  hills  of  West  Virginia  or 
turn-of-the-century  indus- 
trial towns  in  Connecti- 
cut or  Pennsylvania,  they 
found  Spartan  factory  out- 
lets selling  woolens,  glass- 
ware, sneakers,  towels, 
you  name  it.  Perhaps  they 
were  slightly  damaged; 
but  they  sold  at  half  the 
department  store  prices, 
and  finding  a  bargain  is 
always  fun. 

Today,  with  gas  up  to 
$1  and  more — when  you 
can  get  it — real  estate  de- 
velopers are  moving  these 
bargains  closer  to  the  cus- 
tomer. They  are  organiz- 
ing the  estimated  10,000 
U.S.  factory  outlets  into 
shopping  malls. 

What  seems  to  have 
been  the  first  such  con- 
centration outside  New 
York  City  was  started  in 
1972  in  Reading,  Pa., 
where  over  200  outlet 
stores,  including  manufac- 
turers like  Bachman's 
Pretzels,  Vanity  Fair  (jeans 
and  negligees),  London 
Fog  (lainwear)  and  Black 
&  Decker  now  sell  excess 
production,  seconds,  re- 
built tools  and  overruns 
direct  to  the  public.  The 
manufacturers  get  cash 
and  higher  prices  than 
they  get  from  "undertak- 
ers"— jobbers  who  take 
such     merchandise  off 


'Outlet  "  store  in  Florida  mall 
No-frills  construction  for  no-frills  retailing. 


with  the  cooperation  of  more  manufac- 
turers (some  are  still  scared  of  alienating 
their  retailer  customers)  they  could  usher 
in  a  new  era  of  retailing. 

Take  Charles  E.  Shutter,  for  instance,  a 
41 -year-old  local  developer  from  West- 
minster, Md.  Before  the  1974-75  reces- 
sion, Shutter  built  homes  and  office 
buildings.  Now,  already  part-owner  of 
one  factory  outlet  mall  in  Waynesboro, 
Pa.,  he  is  planning  a  $25  million, 
900,000-square-foot  facility  just  outside 
Williamsburg,  Va.  He  predicts  that  the 
new  mall,  aided  by  the  3  million  tourists 
visiting  Williamsburg  annually,  will  gen- 
erate over  $300  million  in  sales  for  the 
first  year. 

Then  there's  Wilson  &  Savage  of 
Memphis,  Tenri.  Half-owned  by  Holiday 
Inns,  Inc.  founder  Kemmons  Wilson  Sr., 
the  firm  used  to  build  Holiday  Inns.  Its 
latest  project  is  a  $2.5  million  factory 
outlet  mall  in  Lakeland,  Tenn.,  30  miles 
outside  Memphis.  It  is  planning  a  second 
mall  near  Nashville. 

Or  take  Fickhng  &  Walker  of  Macon, 
Ga.  Stuck  with  a  closed  mall  in  Macon 
that  had  been  outclassed  by  a  new  en- 
closed regional  mall,  it  converted  to  a 
factory  outlet  mall  called  Westgate  Out- 
let World.  It  has  a  catalog 
showroom  outlet  unit  as 
an  anchor  and  rents  space 
to  manufacturers  like  Blue 
Bell  and  Kellwood  Co.  (a 
major  Sears  supplier), 
which  sells  through  its 
Ashley's  Outlet  stores. 

Charles  Shutter  cites 
the  financing  of  his  new 
Williamsburg  center, 
whose  backers  include 
several  major  insurance 
companies,  as  evidence 
that  the  outlet  mall  has 
become  respectable. 
"When  I  built  my  first 
outlet  mall  three  years 
ago,"  he  says,  "the  con- 
cept was  so  new  I  couldn't 
get  much  in  the  way  of 
financing.  My  wife  and 
children  had  to  help  lift 
100-pound  sections  of 
drywall.  I  had  to  settle  for 
65,000  feet  with  12 
stores."  But  the  mall, 
which  includes  a  Talbott 
Knitting  Mills  Outlet 
Store  that  sells  Givenchy/ 
Sport  clothes,  is  producing 
some  $300  in  sales  per 
square  foot.  K  mart,  the 
outstanding  discounter, 
averages  $122. 

Shutter  concedes  that  K 
mart  gives  good  value:  "If 
you  go  back  10  or  12 
years,  you  have  the  begin- 
ning of  what  I  call  the  K 
mart  era.  They  are  doing 
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wonderfully  and  are  hurting  Sears  and 
Montgomery  Ward."  Now  he  believes 
consumers  are  ready  for  the  factory  out- 
let era,  the  proof  being  the  success  of 
specialty  outlets  like  Loehmann's  Inc. 
and  Melville  Corp.'s  Marshalls  division 
(Forbes,  Apr.  16).  "I  think  the  American 
consumer  is  tired  of  getting  screwed. 
You  are  going  to  see  a  big  change.  This  is 
next  after  the  K  mart  era." 

Wilson  &  Savage's  Bill  Vopel,  if  quiet- 
er, is  almost  as  optimistic:  "We  figure 
there  are  500  to  600  manufacturers  in 
every  state  we  looked  at;  many  could  use 
an  outlet.  From  the  projections,  we  be- 
lieve we  will  make  as  much  or  more  on 
our  investment  in  a  factory  outlet  mall 
than  we  do  on  our  regional  malls." 

The  outlet  mall's  higher  return  stems 
from  its  lower  building  cost — a  third  of 
that  of  sleek  regional  malls,  due  to 
cheaper  sites  and  no-frills  construction. 
Says  Ronald  Ames,  a  Florida  mortgage 
broker:  "They  cost  only  about  15%  to 
20%  more  to  build  than  pure  industrial 
space  and  produce  gross  income  35% 
higher."  Top  retail  space  in  them  runs  $6 
to  $8  per  square  foot,  vs.  $10  to  $25  in 
regional  malls.  This  favors  the  owners, 
who  may  get  a  percentage  of  sales. 

The  knottiest  remaining  problem  is 
the  underlying  attitude  and  behavior  of 
the  manufacturers.  Some  are  reluctant  to 
sell  through  outlets  at  all,  and  skeptics 
believe  that  others  intentionally  down- 
grade merchandise  for  the  outlet  malls, 
which  could  eventually  doom  them  to  go 
the  way  of  the  discounters  of  the  1960s. 

But  many  manufacturers,  especially  of 
clothing,  are  behind  the  outlet  concept 
more  than  they  are  willing  to  admit.  Blue 
Bell,  for  example,  has  16  outlet  stores, 
including  2  in  malls.  U.S.  Industries'  Tal- 
bott  Knitting  Mills  division  has  7,  while 
Levi  Strauss  has  32  Goofs  stores  scat- 
tered through  the  South  and  Southeast 
and  6  Boo  Boos  in  Canada. 

"Retailers  are  demanding  more  sea- 
isonal  lines,"  explains  a  Levi  Strauss 
)  spokesman.  "There  used  to  be  two  major 
(seasons.  Now  there  are  five,  which 
:  means  more  overruns,  more  seconds, 
more  returns.  Our  Goofs  stores  are  in  the 
Southeast  where  we  don't  have  good 
■■  market  penetration,  and  we  won't  put 
them  near  our  retail  customers." 

Kevin  Hoffmann  at  Talbott  Knitting 
Mills  concurs:  "We  try  to  keep  our  [out- 
llet]  stores  in  remote  areas,  away  from 
places  where  we  have  regular  business. 
We  think  the  mall  concept  for  outlet 
stores  is  the  trend  of  the  Eighties.  We 
use  the  stores  to  turn  excess  inventory 
fiinto  cash  and  as  another  profit  center. 
Some  firms  may  manufacture  items  spe- 
cifically for  these  stores,  but  we  don't. 
During  a  tough  economic  slowdown — 
which  I  think  we're  in  right  now — you'll 
find  an  ample  supply  of  merchandise, 
fit's  the  alternative  to  selling  to  people 
[like  Loehmann's."  ■ 
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The  nicest  little  clock  radio 
available  anywhere . . .  that 
goes  anywhere. 

CALL  800-621-5554 

Illinois  Residents  call  800-972-5858 


It's  light.  Small.  Extremely  practical.  With  all  the 
features  and  conveniences  of  the  clock  radio 
by  your  bed — shuts  itself  off  so  you  can  fall 
asleep  to  your  favorite  music... wakes  you  to 
music  or  buzzer  tone  alarm . . .  with  snooze  but- 
ton and  night  light. 

Try  it  on  15  day  money  back  guarantee.  Call 
toll-free  to  charge  it  to  your  national  credit  card 
or  send  just  $39.95  plus  $3.00  for  shipping  to 
Douglas  Dunhill.  (III.  add  sales  tax.)  In  rich  black 
and  anodized  silver.  Complete  with  penlight 
batteries  and  carrying  case.  You'll  never  worry 
about  or  miss  a  wake  up  call  again. 

DouqlmDunhiH 

DEPT  33-1842 

TEN  DOUGLAS  DUNHILL  DR.,  OAK  FOREST.  ILL  60452 
©  Douglas  Dunhill  Inc  1979 
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If  you  want  sound  advice  about  hotels 
in  New  York,  ask  an  executive  who  travels. 


Business  people  who  travel  acquire 
enormous  sophistication  about 
hotels.  They  love  crystal  chandeliers. 
But  they're  more  favorably  im 
pressed  by  firm  mattresses,  hot 
breakfasts,  attentive  room  ser- 
vice and  easy  checkouts. 

They  favor  hotels  that  are 
centrally  located,  but  out  of 
the  traffic.  A  prestigious  rep- 
utation doesn't  hurt.  In  fact, 
it  reinforces  an  executive's 
stature  when  telling  a  client 
where  to  call.  For  nearly  half 
a  century,  Essex  House 


Harriotts 


has  catered  to  the  world's  most 
sophisticated  executives.  We  cater 
with  such  courtesy  that  our  execu- 
tive friends  often  bring  their 
families.  And  they  all  tell  their 
friends. 

If  you  don't  know  someone 
wholovesstayingat  Essex  House, 
don't  fret.  Next  time  you're  in  New 
York,  stay  with  us  anyway. 

We  maintain  volumes  of 
fan  letters.  We'll  show  you  a 
few.  And  do  everything  in  our 
power  to  make  you 
want  to  write  us 
your  own  fan  letter! 


onCen.raJPark  ESSEXHOUSE 

New  York's  Grand  Hotel 

160  Central  Park  South,  New  York  10019 
For  reservations,  call  your  travel  agent  or  800-228-9290  toll  free.  Telex  12-5205  jm 
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THE  BMW733L 
IT  REFLECTS  THE  STATE  OF  YOUR 
MIND,  NOT  MERELY  THE  STATE 
OF  YOUR  BANK  ACCOUNT. 


In  all  candor,  the  BMW  is 
not  everyone's  idea  of  an  ex- 
pensive luxury  sedan. 

It  does  not  scream  "money" 
from  the  top  of  its  hood. 

It  is  not  the  longest  or  the 
widest  or  the  chromiest. 

Nor  does  its  interior  resem- 
ble that  of  an  Edwardian  salon. 

Indeed,  at  BMW,  it  has  long 
been  our  contention  that  the 


things  that  seem  to  preoccupy 
the  luxury  car  makers  of  the 
world  have  little  to  do  with  the 
one  thing  that  makes  an  expen- 
sive car  worth  the  money:  ex- 
traordinary engineering. 

A  LUXURY  CAR  CAN 
BE  EFFICIENT. 

While  the  BMW733i  pro- 
vides all  the  creature  comforts 
one  could  rationally  require  of 


an  automobile— supple  leather, 
AM/FM  stereo  cassette,  sun- 
roof, full-power  accessories, 
etc.— it  also  provides  a  driving 
experience  so  exhilarating,  yet 
so  efficient,  it  will  spoil  you  for 
any  other  car. 

Its  3.3-liter,  six-cylinder 
engine  has  been  called  "...the 
most  refined  in-line  six  in  the 
world." 


C  1979  BMW  of  North  America.  Inc.  The  BMW  trademark  and  logo  are  registered  trademarks  of  Bayensche  Motoren  Werke,  A  G 
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And  it's  the  only  sedan 
in  its  price  class  that  operates 
on  regular  as  weil  as  unleaded 
fuel. 

Its  suspension  system,  in- 
dependent on  all  four  wheels, 
Jwith  a  patented  double-pivot, 
front-axle  design)  provides 
the  driver  with  a  tactile  sense 
f  control,  an  uncanny  feel  of 
he  road. 

Its  interior  is  biomechani- 
:ally  engineered  to  the  nth 
egree  to  reduce  driver  fatigue. 

The  front  seats  are  shaped 
o  hold  their  occupants  firmly 
n  place,  and  the  driver's  seat  is 
o  thoroughly  adjustable  that  it 
all  but  mathematically  impos- 
ible  to  not  find  a  proper  and 
omfortable  driving  position. 
All  controls  are  within 


easy  reach.  The  tachometer 
and  speedometer  and  all  ancil- 
lary instruments  are  large,  well- 
marked  and  totally  visible- 
set  in  a  dashboard  that  curves 
out  to  meet  the  driver. 
THE  ONLY 
STANDARD  4-SPEED  IN 
ITS  PRICE  CLASS. 

To  the  automotive  enthusi- 
ast, shifting  up  through  the 
gears  is  an  experience  that  bor- 
ders on  the  esthetic. 

But,  pleasure  aside,  there 
is  simply  no  more  efficient  way 
to  operate  a  car  than  with  a 
manual  transmission. 

And  it  is  particularly  signif- 
icant that— while  a  three- 
speed  automatic  transmission 
is  available  as  an  option— 
the  BMW733i  is  the  only  se- 


dan in  its  rarified  price  class 
that  offers  a  four-speed  manu- 
al transmission  as  standard 
equipment. 
Impressive? 

No  less  so  to  the  normally 
cynical  experts.  The  editors  of 
Road  &  Track  magazine, 
after  carefully  reviewing  the  al- 
ternatives, have  unequivocally 
named  the  BMW733i  the 
best  luxury  sports  sedan  in  its 
class. 

If  the  thought  of  owning 
the  BMW  733i  intrigues  you, 
phone  your  nearest 
BMW  dealer  and 
he'll  arrange  a  thor- 
ough test  drive 
at  your  convenience. 

THE  ULTIMATE  DRIVING  MACHINE. 

Bavarian  Motor  Works,  Munich,  Germany,  i 
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Now  it's  the  lawyers,  not  just  their  clients,  who 
are  crossing  state  lines. 

Long  arm 
of  the  lawyers 


By  Anthony  Spaeth 

■M  OK  YEARS  partners  in  the  New 
wA    York  law  firm  of  Donovan  Leisure 
Newton  &  Irvine  shuttled  wearily 
nn  one  "Red  Eye  Special"  or  another  in 
Bhe  line  of  duty  for  such  big-name  clients 
Is  Walt  Disney  Productions,  MCA  Inc. 
Bnd  Capitol  Records,  all  headquartered  in 
,ns  Angeles.  They  shuttle  no  more.  In 
line  the  firm  announced  that  it  was 
pening  a  downtown  Los  Angeles  office 
mh  12  lawyers  to  handle  its  West  Coast 
usiness. 

Big  law  firms  have  been  going  national 
)r  some  time  now  and  for  much  the 
ime  reasons  that  McDonald's  has  more 
lan  one  hamburger  stand — so  that  they 
an  better  serve  far-flung  clients,  prevent 
>cal  firms  from  raiding  the  client  list 
nd,  of  course,  pick  up  new  business. 


New  York's  Stroock  &  Stroock  &  Lavan 
put  four  lawyers  in  Los  Angeles  a  few 
years  back,  in  large  part  to  keep  closer 
ties  with  clients  like  Tosco  Corp.  That 
office  now  has  16  lawyers,  and  Stroock 
recently  opened  a  Miami  office,  accom- 
modating its  northeastern  clients  who 
winter  down  south. 

But  now  the  movement  is  no  longer 
confined  to  obvious  big-city  targets  such 
as  Los  Angeles  and  Washington  (where 
33  of  the  top  50  law  firms  in  the  country 
have  branches).  Nor  are  the  movers  just 
the  top  big-city  firms.  Kutak  Rock  & 
Huie's  roots  reach  back  to  one  office  and 
three  lawyers  in  Omaha,  Neb.  It  now  has 
138  lawyers  in  offices  in  five  states.  It 
recently  opened  a  Minneapolis,  Minn, 
office,  with  an  eye  to  serving  one  client 
better,  a  regional  investment  banking 
house.  "Many  clients  are  coming  to 


firms  that  handle  full  service,"  explains 
Dean  Pohlenz,  director  of  research  at  Ku- 
tak Rock.  "You  need  a  fairly  large  firm  to 
give  clients  all  those  things." 

Some  law  firms  prefer  to  grow  bigger 
through  merger.  "Mergers  give  you  a  run- 
ning start,"  says  David  Vena,  a  partner  in 
Los  Angeles'  Latham  &  Watkins,  which 
now  has  two  offices  in  California  and 
one  in  Washington,  D.C.  "Mergers  are 
safer  because  you  have  the  built-in  busi- 
ness base." 

Mergers  are  no  sure  thing,  however.  In 
the  1960s  Cleveland's  Jones,  Day,  Reavis 
&  Pogue  merged  with  two  Washington 
firms  specializing  in  government  con- 
tracts and  aviation  law.  Earlier  this  year, 
unhappy  with  the  home  office's  policies, 
some  53  lawyers  split — followed  by  some 
big-name  clients. 

Unhappy  partners  are  of  less  concern 
in  a  merger  than  a  potential  conflict  of 
interest.  All  too  easily  a  firm  with  several 
offices  may  find  that  it  has  unwittingly 
represented  both  defendant  and  plaintiff 
in  a  particular  case. 

The  sizable  (240-lawyer)  firm  of  Kirk- 
land  &.  Ellis  ran  into  this  problem  last 
year.  After  its  Chicago  headquarters  rep- 
resented Westinghouse  in  an  antitrust 
suit  against  29  uranium  producers,  the 
court  discovered  that  the  firm's  Wash- 
ington office  had  done  some  work  for  the 
American  Petroleum  Institute,  among 
whose  members  were  three  of  the  com- 
panies being  sued  by  Westinghouse.  Not 
only  was  Kirkland  &  Ellis  dropped  from 
the  case,  but  it  is  now  also  being  sued  by 
a  Westinghouse  shareholder  for  the  fees 
that  it  collected — perhaps  as  much  as 
$2.5  million. 

"We  guard  against  conflicts  zealously," 
says  Robert  L.  Berner  Jr.,  a  partner  at 
Chicago's  Baker  &  McKenzie,  the  largest 
U.S.  law  firm.  Most  firms  circulate  ex- 
tensive, often  computerized  client  lists 
to  all  their  branches.  Some  thoughtfully 
include  a  client's  subsidiaries  and  major 
shareholders.  And  all  offices  rely  on  in- 
teroffice communications.  "That's  really 
all  you  can  do,"  sighs  James  Magee  of 
Donovan  Leisure  Newton  &  Irvine,  "just 
see  that  all  offices  are  aware  of  what 
others  are  doing." 

The  right  of  lawyers  to  advertise,  won 
in  the  courts  in  1977  over  the  objections 
of  the  American  Bar  Association,  can 
only  add  impetus  to  the  branching  boom. 
The  Legal  Clinics  of  Cawley  &  Schmidt, 
started  in  1976  in  Baltimore,  now  has  17 
offices  in  five  states,  all  of  them  taking 
dead  aim  at  routine  divorce,  wills  and 
other  low-fee  cases.  After  six  years  of 
building  a  chain  in  California,  the  firm  of 
Jacoby  &  Meyers  recently  opened  11  of- 
fices in  New  York  with  a  blitz  of  radio 
and  TV  commercials  and  its  standard 
offer — an  initial  consultation  for  a  flat 
$20  fee. 

Can  Ronald  McDonald  with  a  brief- 
case be  far  behind;  ■ 
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How  Heublein  is  working  itself  out  of  a  Ken 
tucky  Fried  mess. 


"We  took  our  eye 
off  the  ball" 


By  Harold  Seneker 


Colonel  Harland  Sanders  walked 
into  a  Colonel  Sanders  Kentucky 
Fried  Chicken  outlet  in  New  York 
City  on  Sept.  8,  1976.  He  was  accompa- 
nied by  a  New  York  Times  reporter. 
"That's  the  worst  fried  chicken  I've  ever 
seen,"  the  living  legend  declared. 

He  did  the  same  sort  of  thing  in  a  lot  of 
Kentucky  Fried  Chicken  outlets  around 
the  country.  Colonel  Sanders  kept  going 
back  because  that  was  part  of  his  job  as  a 
$200,000-a-year  consultant,  but  the  cus- 
tomers, all  too  often,  didn't.  What  had 
looked  like  a  golden  growth  opportunity 
when  Heublein  Inc.  acquired  it  in  1971 
had  turned  into  a  gusher  of  red  ink  and 
lousy  chicken. 

There  were  other  troubles,  too:  with  a 
big  operation  in  Brazil  and  with  the  end 
of  the  pop  wine  boom.  But  it  was  the 
losses  at  KFC  that  ended  Heublein's 
nearly  20  years  of  earnings  gains  as  earn- 
ings fell  from  $3.39  a  share  in  fiscal  1976 
to  $1.94  in  1977.  The  stock  also  fell  out 
of  bed,  from  50  to  22.  It  has  not  yet 
recovered:  The  stock  is  still  at  27  or  so. 

Yet  Colonel  Sanders'  1976  tour  was 
arguably  the  low  point.  Today,  that  same 
chicken  outlet  is  neat,  reasonably  clean 
and  doing  a  steady  and  growing  business. 
The  chicken  looks  and  tastes  fine.  And 
most  of  the  company  stores  are  well 
along  into  a  similar  turnaround. 

What  happened?  John  Y.  Brown  is  very 
clear  on  the  downhill  part.  He  is  the  man 
who  bought  the  business  from  Colonel 
Sanders  for  $2  million  in  1964,  and  built 
it  up  into  a  $250  million  (corporate  rev- 
enues) empire  of  fried  chicken  stores  and 
a  stock  market  wunderkind  before  merg- 
ing into  Heublein  for  5.7  million  Heub- 
lein shares — a  $237  million  deal. 

Brown,  45,  a  deceptively  easygoing 
and  boyish  Kentuckian,  is  relaxing  for 
the  moment  on  the  patio  of  his  large 
house  in  Louisville,  across  town  from  the 
fake  antebellum  mansion  he  built  that 
still  houses  Kentucky  Fried  Chicken 


headquarters.  "We  were  an  entrepreneur- 
ial, people-oriented  business,"  he  says 
between  phone  calls.  "We  motivated  our 
people.  The  individual  store  managers 
are  your  most  important  people;  they 
operated  on  a  bonus  of  10%  of  their  own 
store's  profits  on  top  of  their  salary — 
some  of  those  stores  made  $50,000  to 
$90,000  a  year.  The  area  managers  usual- 
ly made  $50,000  to  $75,000  a  year,  some- 
times $90,000.  At  one  time  I  had  21 
millionaires  working  for  me.  There  was 
an  electricity  in  the  air." 

Brown  stayed  around  only  a  short 
while  after  the  Heublein  merger.  He 
doesn't  hide  his  contempt.  "Heublein 
turned  it  into  a  cold,  insensitive  busi- 
ness. For  our  people  it  was  like  going  into 
the  Army."  He  shifts  uncomfortably;  he 
is  no  longer  smiling.  "I  found  'profession- 
al' management  people  very  distasteful — 


they  were  always  having  meetings  and 
never  deciding  anything.  I  found  out 
these  guys  pretend  to  know  all  the  an- 
swers and  don't." 

The  scene  shifts.  Hicks  B.  Waldron, 
Heublein's  president,  who  splits  the  top 
duties  with  Chairman  Stuart  Watson,  is 
serenely  sipping  coffee  on  a  sofa  in  one  of 
the  Kentucky  Fried  mansion's  luxurious- 
ly appointed  parlors.  Waldron,  55,  looks 
the  part — professional,  M.B.A.  type.  He 
rather  resembles  Robert  S.  McNamara, 
even  to  the  plastered-down  hair  style. 

"We  acquired  KFC  because  we  saw  the 
demographics  were  going  to  favor  fast 
foods,"  recalls  Waldron,  "and  because  we 
saw  a  good  fit  between  our  strength, 
which  is  marketing,  and  their  product 
and  consumer  franchise. 

"The  trouble  is,  we  took  our  eye  off  the 
ball  operationally."  He  takes  another  sip. 

"You  see,  in  the  wine  and  liquor  busi- 
ness, it  doesn't  matter  what  the  liquor 
store  looks  like.  Smirnoff  vodka  doesn't 
get  the  blame  if  the  floor  is  dirty.  And 
you  can  control  your  product  at  the  fac- 
tory. But  in  fast  food  the  appearance  and 
quality  of  the  store  are  very  important, 
and  the  product  is  manufactured  on  the 
premises,  far  away  from  headquarters 
We  had  actually  bought  a  chain  of  5,000 
little  factories  all  over  the  world,  and  we 
simply  didn't  have  experience  in  han 
dling  that  kind  of  operation." 

Now,  that's  a  shocking  confession.  A 
management  spends  a  quarter  of  a  billion 
dollars  without  understanding  what  it  is 
buying.  But  what  Waldron  says  is  refresh 
ing.  It  shows  Heublein's  management 
was  tough  enough  and  honest  enough  to 
find  and  correct  the  mistake. 

Things  went  well  on  the  surface  for 


Kentucky  Fried  Chicken  founder  Harland  Sanders 

There's  a  different  story  to  tell  the  newspaper  reporters. 
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Heublein  President  Hicks  B.  Waldron 

Sothing  is  quite  so  much  fun  as  racing  a  good  thoroughbred. 


while,  but  the  new  systems  installed  for 
day-to-day  accounting  in  the  stores  and 
:he  new  management  installed  in  the 
'Colonel's  mansion"  failed  to  pick  up 
what  happens  when  you  decide  to  cut 
:osts  by  putting  people  off  bonus  and  on 
i>traight,  minimal  salaries;  and  when  you 
tion't  check  to  see  whether  they  sweep 
!:he  floor  out  in  Oshkosh  and  add  all  11 
kerbs  and  spices  to  the  chicken.  By  1976, 
when  the  Colonel,  then  86  years  old, 
went  on  his  rampage,  it  was  finally  clear 
i;omething  was  terribly  wrong.  In  fiscal 
1.977  the  operating  income  of  the  com- 
!>any-owned  U.S.  stores  dropped  over 
j>16.7  million,  winding  up  in  red  ink. 
\  Heublein  (revenues  $1.8  billion)  is  not 
|he  kind  of  company  that  is  used  to  bad 
taews  (though  it  gets  its  share;  witness 
jhe  recent  FTC  ruling,  to  be  appealed, 
Ihat  Heublein  divest  profitable  United 
vintners,  maker  of  Inglenook  and  Colo- 
liy  wines).  Its  Smirnoff  vodka  is  the  big- 
lest-selling  liquor  in  the  world — 7  mil- 
lion cases  in  the  U.S.  alone  last  year, 
f  Marketing  is  Heublein's  especial 
Lame.  Its  "Feel  the  Black  Velvet"  Cana- 
dian whiskey  campaign  has  done  more 
lo  mix  sex  with  liquor  than  anything 
lince  the  singles'  bar.  So  it's  obvious  why 
ijeturn  on  equity  regularly  ran  around 
.0%— until  the  1977  debacle, 
ij  Management  set  about  cleaning  things 
].p.  A  quick  look  showed  that  the  inter- 
national KFC  chain,  run  separately  by 
1  ne  Michael  Miles,  was  making  plenty  of 
honey;  so  were  most  of  the  3,300  U.S. 
iranchised  stores.  It  was  the  840  U.S. 
tompany-owned  stores  that  were  putting 
lut  the  bad  smell.  Miles  was  brought  to 
louisville  on  Jan.  1,  1977. 
I  Presently  the  parlor  door  opens.  Miles 
loraes  in.  Miles  turns  out  to  be  tall,  bene- 
ts  from  dark  good  looks  and  is  dressed 


in  an  expensive  dark-blue  pinstriped  suit. 
Very  corporate,  except  that  he  moves 
across  the  room  with  the  vaguely  unset- 
tling smoothness  of  a  healthy  predator. 

What  did  he  find  at  KFC?  The  old  red- 
and-white  cupola-roofed  design  looked 
garish  and  tacky  now  against  all  the  new, 
earth-tone  hamburger  stands  with  man- 
sard roofs.  There  weren't  enough  seats 
inside.  No  drive-in  windows.  The  plant 
was  clearly  out  of  date.  Then  there  was 
the  quality  problem  the  good  Colonel 
Sanders  was  telling  them  about  via  the 
newspapers.  Employee  incentives  were 
nonexistent.  "You  had  phenomena  like 
stores  that  close  at  10  p.m.  but  never 
serve  anything  after  8."  Sales  per  store 
were  in  decline  during  a  time  when  sales 


Heublein  Vice  President  Michael  A.  Miles 


'Not  13S°?  Gotcha.  That's  6  points." 


at  other  chains'  were  heading  sharply  up. 

"I  called  a  meeting  of  all  the  operating 
people,"  says  Miles  smoothly,  "and  told 
them,  'OK  fellas,  if  you  want  to  play, 
you're  welcome  to  stay;  if  not,  you  ought 
to  leave  now  because  you  won't  like  it 
around  here.'  "  Turnover  topped  60% 
among  KFC  managers  that  year. 

Miles  went  through  the  organization, 
preaching  the  gospel  of  quality-service- 
cleanliness.  Then  he  introduced  a  train- 
ing system.  Soon  squads  of  incognito  in- 
spectors fanned  out  monthly  with  a  spe- 
cially designed  scoresheet,  stopwatches 
and  thermometers.  "If  as  many  as  5  cus- 
tomers are  in  line,  customer  must  re- 
ceive order  within  2  minutes  per  cus- 
tomer in  line,  5  points,"  the  scoresheet 
read;  "Original  Recipe  is  135°  or  more 
(using  thermometer  within  5  minutes 
after  receiving  order),  6  points";  and  so 
on  through  37  items.  A  score  of  90  points 
or  more  won  you  a  small  bonus;  60 
points  or  less  more  than  a  couple  of 
times  got  you  fired. 

A  new  store  design — earth  tones,  man- 
sard roof,  etc. — was  tested,  and  conver- 
sion (at  $80,000  per  store)  was  started  in 
the  company  system  and  preached  to  the 
thousands  of  franchisees.  The  $100  mil- 
lion-a-year  restaurant  equipment  busi- 
ness, a  marginal  operation  the  franchi- 
sees resented  because  they  felt  they  were 
being  overcharged,  was  dismantled.  A  $3 
million-a-year  training  program  was 
geared  up,  featuring  a  McDonald's-style 
"College  of  Knowledge"  in  Louisville. 
Store  managers  still  get  only  an  average 
$15,000  a  year,  plus  up  to  $3,500  in  bo- 
nus (area  managers,  $21,500  plus  up  to 
$4,000  in  bonus),  but  that's  improving, 
too:  "They  do  better  over  at  Church's, 
with  their  bonuses,"  remarks  Miles,  in 
Waldron's  hearing,  and  that  is  all  an  out- 
sider is  privileged  to  hear  of  the  budget 
battle.  Dollar  sales  have  turned  up  year- 
to-year  for  52  weeks  in  a  row.  So  has  real 
volume,  headed  down  at  other  chains. 

Miles  also  reveals  that  he's  ahead  of 
schedule,  and  the  soaring  price  of  beef  is 
going  to  give  him  an  extra  boost — chick- 
en is  a  good  value  now.  The  advertising 
can  finally  dare  to  promote  quality  in- 
stead of  "discount"  prices;  the  Colonel 
smiles  benignly  at  state  fairs  these  days. 
Soon,  says  Miles,  the  profits  should  fol- 
low. Figures  worked  out  by  William  Ma- 
guire,  the  noted  food  industry  analyst  at 
Merrill  Lynch,  put  the  losses  at  the  com- 
pany stores  at  $8  million  in  fiscal  1977, 
perhaps  $3  million  to  $5  million  in  the 
year  ended  this  June  and  break  even  or 
better  in  the  current  year.  KFC's  turn- 
around could  eventually  give  Heublein's 
earnings  a  75  cent-per-share  swing  just 
by  achieving  normal  profitability. 

Miles  abruptly  takes  his  leave  and  pads 
restlessly  out  of  the  meeting.  "Look  at 
him  go,"  says  Waldron  "and  he's  only 
40."  Waldron  has  the  look  of  a  man  ad- 
miring his  prized  thoroughbred.  H 
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One  thing  you  cant  accuse  Mo  /son  of  do- 
ing— dumping.  It  sells  its  ale  here  for  twice 
what  it  goes  for  in  Canada. 


"Price  makes 
perfection" 


,CANAD!- 


The  late  great  Canadi- 
an liquor  baron,  Samuel 
Bronfman,  had  an  apho- 
rism about  marketing: 
"Price,"  he  liked  to 
A\  ^ay,  "makes  perfection." 

^MfeBSr*'  Meaning,  the  more  you 
i&MMW      charge  for  a  goo  J  product 

will  appreciate  it.)  The  people  who  run 
Canada's  Molson  Cos.  Ltd.  may  or  may 
not  know  this  Bronfmanism,  but  they 
are  certainly  practicing  it.  Something 
magical  happens  to  Molson's  Golden 
Ale  when  it  crosses  the  border  to  the 
U.S.:  It  somehow  becomes  twice  as 
valuable,  and  taxes  have  little  to  do  with 
it,  though  distributors  take  their  share. 

A  bottle  of  its  Golden  Ale  (lagered  ale, 
a  cross  between  a  beery  ale  and  a  light 
German  lager]  costs  from  50  cents  to  80 
cents  in  a  store  in  the  U.S.  In  Montreal, 
35  cents  Canadian  (30  cents  U.S.)  plus 
bottle  deposits.  So  U.S.  beer  drinkers  pay 
up  to  2'/2  times  as  much  because  Mol- 
son's is  "imported."  Beer  fanciers  agree 
that  Molson's  is  an  excellent  product, 
with  more  taste  and  body  than  the  typi- 
cal U.S.  brew.  But  taste  alone  doesn't  sell 
725,000  barrels.  Like  Sam  Bronfman 
said:  Price  makes  perfect. 

Are  Americans  going  for  Molson's? 
With  a  vengeance.  Molson  sold  725,000 
barrels  of  beer  in  the  U.S.  in  the  fiscal 
year  that  ended  this  Apr.  30.  In  fiscal 
1978  it  sold  only  475,000;  in  1977,  a 
scant  350,000.  The  way  things  are  going 
now,  Molson  could  do  900,000  in  the 
U.S.  this  year.  This  barrelage  pales  before 
Anheuser-Busch's  42  million  barrels  or 
Miller's  31  million  or  even  Molson's 
Canadian  sales  of  some  6  million  barrels. 
But  among  the  highly  profitable  imports, 
Molson's  is  rising  fast  It  largely  owes 
this  to  shrewd  market  positioning. 

"We  don't  compete  directly  with  over- 
seas imports,"  says  H.  Hollis  Brace, 
president  of  Molson's  international  divi- 
sion. "We're  perceived  as  friendly  neigh- 
bors. We've  always  attached  our  own 


beer  image  to  Canada's  so  we  don't  com- 
pete with  Heincken."  (Molson's  is  priced 
lower.) 

Brace  doesn't  mean  that  literally.  He 
means  Molson  doesn't  want  to  duplicate 
the  Heineken  image.  As  for  competing 
with  Heineken  for  the  number-one  spot 
in  imported  beer,  that  is  precisely  what 
Molson  is  after.  It  still  has  leeway;  Mol- 
son is  now  in  23  states.  It  entered  Chica- 
go only  three  months  ago.  That  leaves 
27,  including  Texas  and  Georgia,  two 
Sunbelt  markets,  as  virgin  ground.  So 
optimistic  is  Molson  that  it  is  planning 
to  spend  S147  million  to  expand  its  ten 
mostly  small  Canadian  breweries.  So  far 
Molson  has  avoided  the  temptation  to 
open  a  brewery  in  the  U.S.  Competitor 
Carhng  O'Keefe  Ltd.  once  owned  the 
fifth  largest  U.S.  brewer  but  it  turned  out 


to  be  a  real  loser.  Why?  It  lost  control  o 
quality  and  couldn't  compete  with  An 
hcuser-Busch  and  Miller. 

But  for  good  luck — masquerading  as 
bad  luck — Molson  might  have  made  the 
same  mistake.  Molson  tried  to  buy  a  U.S. 
brewery  in  the  Sixties.  When  Senator! 
Hartland  de  Montarville  Molson — the 
last  family  member  to  run  the  firm — was 
still  president  (see  box),  Molson  tried  to 
buy  Hamm's  brewery,  then  the  U.S.' 
tenth  largest.  The  Justice  Department 
determined  it  would  be  in  restraint  of 
trade,  and  Molson  decided  not  to  fight 
Uncle  Sam  but  to  go  the  export  route. 

Getting  into  the  U.S.  market  is  a  ne- 
cessity, not  a  luxury,  for  Molson.  Com 
pared  with  the  rough-and-tumble  U.S. 
brewing  industry,  Canada's  SI. 2  billion 
beer  business  is  a  gentlemanly  oligopoly 
dominated  by  three  giants:  Brascan-con- 
trolled  John  Labatt,  with  37%  of  thei 
market;  Molson,  with  36%  and  Carling) 
O'Keefe,  with  24%.  Only  5%  of  Canadi- 
an beer  is  sold  by  independents,  is  about) 
26%  in  the  U.S.  Provincial  governments! 
fix  prices.  One  restricts  television  adver- 
tisements so  severely  that  beer  compa 
nies  don't  advertise  at  all.  Gentlemanly! 
means  "safe,"  but  there's  not  much) 
growth  in  it.  So  the  huge  U.S.  market  is 
irresistible,  if  dangerous,  to  Canadian! 
brewers.  In  fact,  Labatt  is  preparing  a  big| 
U.S.  battle  plan. 

For  years  Molson  was  purely  a  beer 
company,  but  the  same  marketing  stale 
mate  that  drove  it  into  the  U.S.  also) 
drove  it  into  diversification.  "We| 
changed  our  policy  on  that  a  couple  oi 
times,"  says  Senator  Molson.  "We  ongi 
nally  thought  that  if  people  wanted  ta 


Molson  President  and  CEO  James  T  Black 
A  neighborly  brew  with  a  prestige  image 
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To  the  brewery  born 

At  72,  Senator  Hartland  de  Montar- 
ville  Molson  still  shows  up  in  his 
Montreal  brewery  headquarters  at  10 
a.m.  A  formal,  soft-spoken  man,  he 
favors  the  pin-striped  suit  of  a  London 
banker  and  the  type  of  pencil-thin 
moustache  that  makes  the  English 
look,  well,  English,  and  Americans 
look,  let's  face  it,  like  colonials. 

Portraits  of  nine  Molson  ancestors 
line  the  walls  of  the  adjacent  board- 
room. Stanley  Cup  trophies  litter  both 
rooms,  bounty  from  Molson's  once 
personal  and  now  corporate  owner- 
ship of  the  Montreal  Canadiens. 

The  Senator  (appointed  to  the 
Canadian  equivalent  of  Britain's 
House  of  Lords  in  1955)  maintains 
that  the  firm's  headquarters  are  in 
Montreal,  where  annual  meetings  are 
held  and  where  the  original  Molson 
brewery  was  built  by  his  great-great- 
great-grandfather  in  1786  on  the  St. 
Lawrence  River.  But  the  executive  of- 
fices are  in  Toronto — beyond  the 
reach  of  Rene  L6vesque,  the  Quebec 
separatist. 

Before  entering  the  family  firm  in 
1938  Hartland  Molson  managed  to 
skip  off  for  a  few  years  to  own  a  bush 
airline  in  Northern  Quebec.  A  pilot 
himself,  he  enlisted  in  the  Royal 
Canadian  Air  Force  and,  flying  a  Hur- 
ricane, was  shot  down  and  wounded 
by  German  Messerschmidts. 

It  was  really  not  until  the  war  ended 
that  Molson — who  had  done  a  year  at 


a  bank  in  Paris  and  was  a  chartered 
accountant — turned  full  attention  to 
the  one-brewery  firm  run  by  his  older 
brother,  a  master-brewer. 

The  two  took  the  firm  public  in 
1945  when  it  sold  under  25,000  bar- 
rels. In  time,  Molson  acquired  seven 
Canadian  breweries  and  diversified. 

Although  Hartland  Molson  now  has 


Senator  Hartland  de  M.  Molson 
Hockey  trophies,  family  tradition. 

only  an  honorary  title,  his  influence  is 
stili  obvious  in  the  firm's  counsels.  He 
and  his  family  still  own  14%  of  the 
stock;  family  trusts,  another  27%. 
With  his  passing,  will  Molson's  after 
two  centuries  lose  its  family  stamp 
that  has  made  it  unique?  Not  neces- 
sarily. Hartland's  only  child,  a  daugh- 
ter, is  not  interested  in  the  business. 
But  a  nephew,  Eric  H.  Molson,  42,  is 
executive  vice  president  of  the  brew- 
ery division.  "I  don't  like  making  pre- 
dictions," Hartland  Molson  says,  "but 
I  would  hope  Eric  would  become 
president  in  due  course." 


invest  in  something  other  than  the  beer 
xisiness,  they  wouldn't  do  it  through  us. 
But  we  changed  that  opinion.  We  were 
too  limited  as  a  beer  business." 

To  do  so,  Molson  bought  a  Toronto- 
Dased  industrial  firm  called  Anthes  Impe- 
rial Ltd.  in  1968.  "It  was  already  diversi- 
fied and  its  management  had  experience 
lln  acquisition  and  spinning  off,"  says 
fames  T.  Black,  a  30-year  Molson  hand, 
hiow  president  and  CEO.  But  almost  all  of 
f\nthes  has  been  sold  off. 

Last  year,  retailing,  specialty  chemi- 
jfcals  and  office  products  accounted  for 
Jlilmost  one-half  of  Molson's  $1.03  billion 
lln  sales  and  one-third  of  its  $48  million 
lliet  operating  income. 
B|  In  1972  Molson  acquired  the  largest 
Hlo-it-yourself  home  improvement  retail 
Ifhain  in  Canada,  Beaver  Lumber  Co. 
ILtd.  It  was  largely  a  rural  chain.  Molson 
ifnoved  it  into  the  cities  and  suburbs 
jlvhere  Beaver  now  sells  $254  million 
ivorth  of  lumber,  do-it-yourself  saunas 
ijtnd  barbecue  pits.  Last  June  it  acquired 
libiversey  Corp.,  a  U.S.  specialty  chemi- 
(Ipal  firm.  It  will  do  $150  million  this 
wear — primarily  outside  what  Black 
•pheerfully  calls  "the  lousy  old  United 
>tates."  The  beer  market  may  be  golden, 


but  the  U.S.  cleaning-chemical  market 
presents  too  much  competition. 

Molson's  beer  business  returned 
19.1%  on  capital  invested  last  year. 
Overall,  Molson  had  a  19.9%  return  on 
equity.  But  until  recently,  Molson's  re- 
turn on  beer  was  under  17%,  and  its 
return  on  equity  around  15%.  While  the 
company  won't  break  out  figures,  it  is  a 
good  bet  that  the  invasion  of  the  U.S.  has 
provided  some  of  that  extra  profit. 
Enough  so  that  Molson  is  studying  ways 
to  get  into  Europe. 

Yet  Molson's  stock,  like  its  beer,  is 
nothing  special  at  home.  It  sells  on  the 
Toronto  and  Montreal  exchanges  at  25 
($21.61  U.S.),  under  seven  times  what  it 
will  probably  earn  this  year — $3.75 
($3.24  U.S.)  a  share.  In  the  U.S.  An- 
heuser-Busch, with  a  15.5%  return  on 
equity,  commands  a  higher  multiple. 
Black  attributes  this  to  different  invest- 
ment approaches  in  the  U.S.  and  Canada. 
Canadians  prefer  fixed  investments.  To 
Americans  beer  is — if  not  exciting — at 
least  recession-proof  and  dependable. 
Black  says  that  he  someday  may  try  to 
educate  U.S.  investors  to  switch  to  Mol- 
son's just  as  he  is  persuading  U.S.  beer 
drinkers  to  do.  ■ 


24-hour  room  service  from 
bedroom  floor  pantries,  for 
times  when  you  can't  plan 
ahead . . .  and  times  when 
you  just  don't  want  to. 


THE  RITZ-CARLTON 

CHICAGO 

al  Water  Tower  Place 

a  Four  Seasons  Hotel 


Call  your  travel  agent 

or  Illinois  (312)  266-1000 
elsewhere  (800)  621-6906 


ORBES,  AUGUST  6,  1979 


59 


At  66,  George  Britt  wants  to  turn  hugely 
profitable  little  Health-Mor  into  a  major  cor- 
poration. And  with  vacuum  cleaners,  no  less. 


Door-to-door 
dollars 


The  Up-And-Comers 


Health-Mor  Chairman  George  Britt  (right)  and  President  Albert  Kramer 

"It  depends  how  clean  the  housewife  wants  to  maintain  her  quarters. 


Health-Mor  Inc.  (no,  there  isn't 
an  "e"  on  the  "Mor"),  which 
makes  its  home  by  the  banks  of 
the  Chicago  River  on  East  Wacker  Drive, 
is  the  kind  of  little  cash  cow  that  count- 
less eager  young  vice  presidents  would 
give  their  new  blue  and  green  Adidas  to 
get  control  of:  a  manageable  $27  million 
(sales)  company  that's  averaged  a  25% 
return  on  equity  since  1974,  has  one- 
third  of  its  assets  in  cash  or  near-cash,  no 
long-term  debt  and  earnings  growing 
34%  a  year  for  five  years  straight. 

And  are  you  ready  for  this?  The  stock 
trades  on  tbe  American  Stock  Exchange 
at  just  four  times  earnings. 

No,  Health-Mor  is  not  a  hospital  sup- 
ply firm,  although  Chairman  George 
Britt  says  he's  forever  getting  literature 
from  drug  companies  and  assorted  medi- 
cal magazines.  Health-Mor  makes  vacu- 
um cleaners.  Don't  ask  what  a  nice  little 
vacuum  cleaner  company  is  doing  with  a 
name  like  "Health-Mor."  Such  questions 
embarrass  Britt.  "Back  in  the  Thirties, 
sanitation  was  the  vogue  in  trying  to  sell 
vacuum  cleaners,"  he  says  quietly. 
"More  health  by  cleaning  yourl 
home  .  .  .  we've  been  thinking  about 
changing  the  name  some  day."  After  all, 
Health-Mor  vacuum  cleaners  aren't 
called  Health-Mors.  They're  called  Filter 
Queens. 

Vacuum  cleaners  have  been  around  for 
some  time,  of  course.  Britt  has  one  in  his 
office  that  dates  from  the  mid-1800s — a 
fat,  three-foot-long  tube  with  a  wooden- 
handled  push-pull  bellows  and  a  six-inch, 
nozzle  that  a  Bjorn  Borg  might  have  trou- 
ble operating.  Today  there  are  perhaps  20 
to  30  vacuum  cleaner  manufacturers  in 
the  U.S.,  ranging  in  size  from  Electrolux 
U.S.  (acquired  from  the  Swedish  parent 
by  Consolidated  Foods  in  1968)  and 
Kirby  to  companies  like  Health-Mor  at 
the  bottom.  They  crank  out  6  million  to 
8  million  units  a  year,  and  for  most  of 
them  it's  a  tough,  narrow-margin  busi 
ness.  General  Electric  cashed  in  its  chips 
in  vacuum  cleaners  in  1972,  for  example 
("I  hate  to  say  it,"  says  Britt,  "but  they 
kept  cheapening  the  product  until  there 
wasn't  any  margin  left.") 

How  then  is  little  Health-Mor  able  to 
achieve  such  enviable  profitability  with 
less  than  3%  of  the  market?  Partly  be- 
cause Health-Mor  is  to  vacuum  cleaners 
what  Ferrari  is  to  automobiles.  There  are 
three  retail  models  (tan,  chrome  and 
chrome  with  retractable  cord  wheel 
winder)  and  one  commercial  model  (the 
"dirt  capacity"  is  much  larger).  Says 
Britt:  "Our  prices  range  from  $439  all  the 
way  up  to — "  "Oh,  no,  George,"  inter- 
rupts President  Albert  E.  Kramer,  a  ge- 
nial-looking former  salesman  with  a  dia- 
mond question-mark  tiepin  ("to  make 
you  ask  questions  like  that").  "Don't  get 
down  there  around  $439,  we  passed  that 
a  long  time  ago.  It's  $529  to  $700." 

Now  $529  may  sound  like  a  lot  just  to 
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Tlic  Assistant  Department  Head  saw  the  report, 
said  it  was  perfect,  and  made  11  minor  revisions. 

The  Department  Head  loved  it,  and  made  8  minor 
revisions. 

Etc.,  etc.,  etc. 

To  help  you  cope  with  successes  like  these, 
fortunately  there  are  Xerox  display  typing  systems. 

Since  they  make  revisions  much  faster  than 
ordinary  typewriters,  they  cut  down  drastically  on 
turnaround  time. 

That's  because  our  systems  electronically  store 
documents  as  they're  being  typed.  To  revise  them,  a  typist 
simply  recalls  the  text  on  a  display  screen— and  then 
makes  additions  or  deletions,  rearranges  paragraphs, 
changes  margins,  or  whatever.  Then  the  entire  document 


is  typed  on  paper  automatically. 

The  result  is  a  letter-perfect  document  in  minutes. 
Which  means  a  major  savings  of  time  and  money  for 
every  round  of  minor  revisions. 

Xerox  makes  a  full  range  of  electronic  and  display 
typing  systems.  For  details  about  them,  call  your  local  Xerox 
Office  Systems  Representative,  or  toll-free  800-527-5024! 

We'll  show  you  how  Xerox  can  offer  systems  that 
perfectly  suit  your  typing  and  revising  needs. 

Whether  your 
needs  are  minor. 

Or  "minor." 


XEROX 


*ln  Alaska,  I  lawaii  or  Texas,  call  collect  214  -352-5138. 


"Willie  and  Joe 
never  had  it  so  good!" 


*  Prop  lhat  chicken  &  la  King  \n  th' 
coffee  wakr  gentle,  Joe  -  we  got  a  pouch 
of  fruit-cake  w&rmin'  on  Th'  bottom/' 


Reynolds  Aluminum  makes  it  possible* 


The  Defense  Personnel  Support  Center 
is  awarding  contracts  that  will  total  $90  million 
for  24  million  MRE  (Meals,  Ready-to-Eat)  rations 
to  replace  the  C-ration. 
The  new  MRE  program  will  dramatically  improve  the 
taste,  quality  and  convenience 

can  C-ration.  used    of  military  field  rations.  Flex-Can  retortable  pouch  stock 

requires  less  than  one  third  the  stor- 
age space  of  empty  cans.  And.  one  thousand  8-oz. 
pouches  weigh  just  over  12  pounds  versus  109 
pounds  for  one  thousand  8-oz.  steel  cans.  That's  88% 
less  packaging  weight  than  steel  cans. 


The  old  stee 

by  millions  of  GI's  since  World  War  1 1 
will  soon  be  obsolete. 

It  is  being  replaced  by  a  complete  menu  of  foods 
in  lightweight,  flexible  pouches  containing  entrees, 
vegetables,  desserts,  beverages  and  condiments.  Key 
to  the  main  menu  items  is  the  retortable  pouch.  The 
Flex-Can"  retortable  pouch  was  pioneered  by 
Reynolds  Aluminum.  This  breakthrough  in  food 
packaging  technology  offers  a  practical  alternative  to 
canning  and  freezing.  Now,  prepared  foods  can  be 
processed  right  in  the  pouch  and  remain  stable,  for 
long  periods,  without  freezing  or  refrigeration. 

When  it  is  used  for  field,  in-flight  or  shipboard 
battle-station  rations,  today's  military  personnel  will 
be  able  to  enjoy  meals  that  are  tastier,  more  appetizing 
to  look  at,  more  nutritional  and  more  easily  prepared. 
Meals  ranging  from  chicken  a  la  king  to  meatballs  in 
barbecue  sauce,  frankfurters  to  fruitcake,  will  be 
ready-to-eat  directly  from  the  pouch,  or  easily 
warmed  up  in  minutes. 

The  first  MRE  rations  will  come  off  the  produc- 
tion lines  later  this  year  and  DPSC  is  budgeted  for 
additional  contracts  totaling  over  $90  million  in  1980. 

The  Flex-Can® 
retortable  pouch 
combines  the  quality  of  frozen  food 
with  the  convenience 
of  canned. 

Because  the  Flex-Can  retortable  pouch  is  thin  and 
flat,  its  contents  can  reach  retort  processing  or  cook- 
ing temperatures  in  substantially  less  time  than  that 
required  for  steel  cans.  Less  cooking  time  means 
fresher  food  flavor,  better  texture,  more  natural  color 
and  less  nutrient  loss.  What's  more,  no  preservatives 
need  be  added. 

In  Defense  Personnel  Support  Center  tests,  troops 
preferred  the  MRF  pouch  over  the  C-ration.  The 
tear-open  pouch  was  considered  to  be  more  conve- 
nient since  it  eliminates  the  need  for  a  can  opener,  and 
fits  into  field-clothing  pockets.  More  importantly,  it 
boosted  morale  because  of  the  better  tasting  food. 

The  Flex-Can  retortable  pouch 
offers  substantial  energy  savings. 

Foods  prepared  in  pouches  are  shelf-stable  and  don't 
require  energy-intensive  freezing.  So  there's  no  freez- 
ing by  the  packer,  no  frozen  distribution  and  no 
frozen  storage. 

There  are  space  and  weight  savings  as  well. 


The  Flex-Can 
retortable  pouch 
adds  variety  to  military  menus. 

To  date.  1 2  menus  are  planned  for  the  MRE  program. 
Main  menu  items  packaged  in  the  Flex-Can  retort- 
able pouch  include  1  2  meat  entrees,  1  vegetable 
entree,  2  fruits  and  6  dessert  cakes. 

The  addition  of  freeze-dried  foods,  cookies, 
brownies,  peanut  butter,  spreads,  and  other  items 
not  requiring  thermostabilizing,  complete  the  MRE 
field  ration  program. 

The  Flex-Can  retortable  pouch. 
In  MRE's  now,  in  your  kitchen  soon. 

Today,  Reynolds  is  actively  working  with  a  number 
of  food  processors  to  develop  high-quality,  conve- 
nience foods  packaged  in  retortable  pouches  for  con- 
sumer and  institutional  use.  And  these  new  foods  will 
bring  substantial  energy  savings  to  distributors,  retail- 
ers and  homemakers,  since  no  freezing  or  refrigeration 
will  be  needed  to  ship,  display,  or  store  them  at  home. 

What's  more,  because  foods  processed  in  retort- 
able pouches  are  ready-to-eat  or  can  be  quickly 
warmed  up,  there's  no  waiting  for  frozen  foods  to 
thaw,  and  no  messy  pots  and  pans  to  clean  up. 

Usage  of  the  Flex-Can 
retortable  pouch  is  limited 
only  by  imagination. 

The  success  of  the  Flex-Can  retortable  pouch  opens 
up  opportunities  for  a  wide  variety  of  shelf-stable, 
flexible  packaging  applications. 

If  you  are  a  food  processor  and  would  like  to 
know  what  we  can  do  for  you.  contact  your  Reynolds 
Packaging  Sales  Representative  or  the  Director  of 
Marketing,  Food  Packaging.  Reynolds  Metals  Com- 
pany. Richmond,  VA  23261.  We  will  be  happy  to  show 
you  how  you  can  get  started  today  in  the  future  of 
food  packaging:  Reynolds  Flex-Can  retortable  pouch. 


Conserving  our  resources  ond  energy. 
Aluminum  con  ond  Reynolds  does. 


The  Budd  Alternative: 


"After  40  years  of  gloom,  now  there's 
some  good  news  for  rail  passengers'.' 


"All  but  forgotten  since  World  War  II, 
passenger  rail  transportation  is 
making  a  strong  comeback  The 
reasons -modern  railcars  and 
fuel-efficient  systems" 

In  the  words  of  Gilbert  F 
Richards,  Chairman  of  the  Board 
and  Chief  Executive  Officer,  The 
Budd  Company,  "We've  been 
designing  and  building  stainless 
steel  railcars  since  the  early  1 930  s 
And  while  others  may  have  aban- 
doned the  rail  business,  we've 
never  lost  sight  of  our  commitment'.' 

Our  newest  railcar  is  a  good 
example  The  Budd  SPV-2000  is 
the  railcar  of  tomorrow  that's  here 
today.  Made  of  stainless  steel,  this 
energy-efficient  rail  vehicle  is  self- 
propelled  by  diesel  engines  And 
it's  adaptable  to  move  people  effi- 
ciently, comfortably,  reliably  in 
nearly  every  type  of  service:  com- 
muter, inter-city  shuttle,  branch 
line,  you  name  it. 

Budd  built  the  original  Metro- 
liners  that  operate  between  New 
York  City  and  Washington,  D  C 
We're  helping  to  revitalize  the 
national  railway  system  by  sup- 
plying Amtrak  with  modern  Amfleet 
cars.  Our  modern,  beautiful  rail- 
cars  are  operating  in  the  Sao  Paulo, 


Brazil,  subways  And  we  have  a 
contract  to  provide  the  Chicago 
metropolitan  area  with  modern,  bi- 
level  gallery  cars. 

And  down  the  track,  Budd  has 
recently  introduced  the  stainless 
steel  Budd  International  Railcar  to 
help  countries  anywhere  in  the 
world  upgrade  passenger  rail 
transit,  or  to  help  emerging  nations 
who  wish  to  link  the  people  of  their 
country  with  a  modern,  up-to-the- 
minute  rail  system 

The  stainless  steel  Budd  Inter- 
national Railcars  are  shipped 
knocked-down  in  crates  to  the  rail 
site  Then  they  can  be  assembled 
and  custom-finished  by  hand  in  a 
matter  of  days  using  iocal  semi- 
skilled or  unskilled  workers 


The  Budd  Company  pioneered 
modern  transportation  with  the 
development  of  the  first  stain- 
less steel  passenger  railcars 
and  with  many  other  significant 
"firsts'.'  Since  then,  Budd  has 
produced  over  10,000  passen- 
ger railcars  for  the  world's  most 
progressive  rail  lines  and  rail- 
road systems.  Enough  to 
stretch  one-third  of  the  way 
across  America. 

So,  today,  now  that  our  coun- 
try is  ready  for  the  efficiencies 
and  economics  of  mass  transit, 
Budd  isn't  standing  still. 

If  you'd  like  to  know  more 
about  what's  new  and  good  in 
passenger  rail  transportation, 
write  The  Budd  Company, 
3155  West  Big  Beaver  Road, 
Troy  Michigan  48084. 


THE  PROBLEM 
SOLVERS 
FROM  BUDD. 


clean  rugs.  After  all,  some  upright  vacu- 
um cleaners  sell  for  one-tenth  of  that  and 
look  just  as  shiny  (some  even  have  head- 
lights, just  like  the  Filter  Queen  power 
nozzle).  But  George  Britt,  a  sallow-faced, 
thin-lipped  ex-banker,  dismisses  such 
comparisons.  "We  gauge  the  efficiency 
of  vacuum  cleaners  in  terms  of  inches  of 
water  lift,"  he  explains.  "The  Filter 
Queen  at  the  nozzle  will  lift  anywhere 
from  92  to  102  inches.  The  average  up- 
right, if  it  pulls  30  to  35  inches,  it's  a  lot." 

Is  three  times  the  suction  worth  ten 
times  the  price?  "It  all  depends  on  how 
clean  the  woman  of  the  house  wants  to 
maintain  her  quarters,"  Britt  replies. 
"You  walk  into  the  homes  of  some  peo- 
ple who  are  very  wealthy  and  that  home 
is  a  mess\  And  you  walk  into  a  home  that 
has  an  income  of  maybe  $18,000  to 
$20,000  a  year  and  it's  immaculate."  That 
is  salesman's  talk,  of  course,  and  old- 
fashioned  salesmanship  at  that.  Shame 
the  customer  into  buying.  Never  mind.  It 
seems  still  to  work. 

Kramer  crouches  to  activate  a  cylindri- 
cal plexiglass-bottom  demonstration 
model  with  ping-pong  balls  inside. 
WHOOSH!  The  elegant  Filter  Queen 
whines  into  action  and  the  ping-pong 
balls  whirl  obediently.  Britt  remarks 
ponderously:  "Through  a  centrifugal  ac- 
tion, activated  by  the  motor,  dirt  goes 
through  a  cone-shaped  filter  so  that  par- 
ticulate matter  of  three  microns  or  larger 
is  retained  in  the  dirt  container."  Health- 
Mor  sells  the  filters,  which  resemble 
large  versions  of  coffeemaking  filters,  at 
$3  a  dozen — a  profitable  sideline. 

"Particulate  matter,"  of  course,  is  dust. 
"In  most  vacuum  cleaners  with  more 
porous  bags,"  Kramer  puts  in,  "particles 
of  dust  that  are  smaller  than  the  bag 
pores  come  right  back  out.  That's  why 
years  ago  mothers  taught  their  daughters 
to  vacuum  and  then  dust." 

The  filter  paper  and  air  circulation 
mechanism  are  patented  on  a  Filter 
Queen.  But  patent  protection  for  the  ba- 
sic principle  expired  years  ago  (the  de- 
sign dates  back  to  1940).  Even  so,  only 
once  has  a  competitor,  Lewyt,  tried  to 
opy  the  concept.  They  lost  the  patent 
nfringement  suit.  So  Health-Mor  oper- 
tes  in  a  comfortable  niche. 
For  years,  going  back  to  February  1928 
hen  M.J.  Callahan  founded  the  busi- 
ess,  Health-Mor  vacuum  cleaners  have 
een  sold  by  independent  door-to-door 
ales  companies.  Britt  prefers  to  call 
hem  "in-home  demonstration  distribu- 
ors."  The  distributor  markup  is  a  steep 
0%  to  60%  of  the  retail  price  ("just  like 
he  jewelry  business,"  observes  Britt). 
Selling  Filter  Queens  is  a  tough  way  to 
ake  a  living.  The  distributor  may  at- 
empt  to  soften  up  the  home  owners 
ith  advertisements  and  free  gifts  (knife 
ets,  frozen  steaks),  but  even  so,  the 
oor-to-door  man  can  expect  to  get  that 
oor  slammed  in  his  face  a  lot,  Kramer 


concedes.  Still,  if  he  puts  on  three  dem- 
onstrations a  day  he's  likely  to  sell  one 
unit  ("an  old-timer  who's  really  made  a 
business  out  of  it  might  go  two  of 
three").  The  very  best  may  earn  as  much 
as  $3,000.  even  $4,000  a  month;  the 
worst,  $500  a  month  ("but  maybe  a  third 
of  them  are  just  doing  it  part  time").  "Of 
course,  you  can't  go  in  there  with  a  dead- 
pan or  a  smart-aleck  attitude,"  adds 
Kramer.  "She  opens  the  door.  You  see 
the  rug.  You  ask  her  how  she  takes  care 
of  it.  'What  do  you  mean  how  do  I  take 
care  of  it?'  Well,  how  do  you  clean 
it?  .  .  .  There  are  ways." 

But  there  are  lots  of  people  who  object 
to  those  ways.  States  like  Washington 
and  Oregon  flatly  prohibit  "canvassing" 
or  door-to-door  sales.  Many  cities  also 
have  a  so-called  "Green  River  ordi- 
nance"— after  the  western  town  that 
first  enacted  one — that  purports  to  do 
the  same  thing,  although  such  laws  are 
largely  honored  in  the  breach,  says 
Kramer.  In  1970  Health-Mor  salesmen 
ran  afoul  of  crusaders  seeking  to  put  a 


"An  old-timer  who's  made  a 
business  out  of  it  might  sell 
two  units  in  three  demonstra- 
tions. Of  course  you  can't  go 
in  there  with  a  deadpan  or  a 
smart-aleck  attitude.  The 
housewife  opens  the  door.  You 
see  the  rug.  You  ash  her  how 
she  takes  care  of  it.  'What  do 
you  mean  how  do  I  take  care 
of  it?'  Well,  how  do  you  clean 
it?  .  .  .  There  are  ways." 

stop  to  high-pressure,  door-to-door  tech- 
niques. In  an  attempt  to  correct  their 
image,  Health-Mor  distributors  handed 
out  identification  cards  with  local  ad- 
dresses and  telephone  numbers,  in  some 
cases  even  bonding  their  salesmen. 

It  didn't  do  much  good.  Sales  dropped. 
Earnings  were  cut  in  half.  Return  on  eq- 
uity plunged  from  a  stunning  54.5%  in 
i969  to  16.7%  by  1972.  Britt,  under- 
standably worried,  advocated  selling 
through  vacuum  cleaner  specialty  stores 
(there  are  perhaps  6,000  stores  that  carry 
nothing  but  vacuum  cleaners  in  the 
U.S.).  But  at  age  70,  then-Chairman 
Frank  C.  Callahan,  a  hard-charging,  lik- 
able former  door-to-door  man  himself, 
wouldn't  hear  of  it.  "He  was  always 
afraid  the  store  would  undersell  our  in- 
home  sales  organization,"  says  Britt. 
"Besides,  he  had  accumulated  quite  an 
estate  and  he  was  unwilling  to  take  risks, 
so  long  as  he  made  a  profit."  Then  along 
came  the  credit  crunch  of  1973-74.  Since 
80%  of  Health-Mor's  Filter  Queens  are 
sold  on  time  (anywhere  from  6  to  30 
months),  this  really  hurt. 

On  New  Year's  Day  1975,  Frank  Calla- 
han relented.  He  told  George  Britt  he 


could  go  ahead  with  vacuum  cleaner  spe- 
cialty stores.  As  the  credit  crunch  eased, 
and  sales  rose  dramatically  thanks  to  the 
new  outlets,  Health-Mor's  profitability 
snapped  back.  Today  Britt,  who  took 
over  as  chief  executive  in  July  1977  at  Al 
Kramer's  suggestion  when  Callahan  died 
at  75,  sells  through  1,400  specialty  stores 
and  in  time  he  hopes  to  have  Health-Mor 
vacuum  cleaners  in  perhaps  3,000  spe- 
cialty stores. 

Britt  also  has  some  new  products  up 
his  sleeve,  the  first  to  be  introduced  by 
Health-Mor  in  about  20  years.  "In  the 
latter  part  of  this  year,"  he  says,  "we  are 
going  to  introduce  a  portable  hand-held 
cleaner  with  a  revolving  brush  and  a  bag 
made  out  of  the  same  paper  we  make 
Filter  Queen  filter  cones  out  of  that  you 
can  use  on  stairs,  or  inside  your  auto- 
mobile. Also  on  the  boards  sometime  in 
1980  is  a  more  moderately  priced  upright 
cleaner  that  will  operate  on  an  entirely 
different  principle  from  Filter  Queens." 
Britt's  new  upright  will  have  a  "water 
lift"  of  50  to  55  inches  and  will  be  able  to 
clean  upholstered  furniture,  drapes  and 
even  lampshades. 

Britt  is  also  "looking  all  the  time"  for 
possible  acquisitions.  His  basic  criteria: 
"Anything  that's  been  profitable  over 
the  past  five  years,  where  management 
will  stay,  and  that  can  be  bought  for  cash 
on  an  installment  basis — I  don't  want  to 
be  a  mouse  trying  to  eat  a  lion."  Thus  far, 
no  one  could  accuse  Health-Mor  of  being 
in  a  hurry.  Tube  Form  (29%  of  sales), 
acquired  in  1970,  was  Health-Mor's  steel 
tubing  supplier,  and  Reed  Cromex  (4%  of 
sales),  acquired  in  1972,  is  a  plumbing 
supplies  and  fixtures  company  whose 
former  owner  was  a  good  friend  of 
Health-Mor's  manufacturing  vice  presi- 
dent. "I'm  not  going  to  impose  any  of  my 
ideas  on  companies  we  acquire,"  says 
Britt  reassuringly. 

But  why  should  Britt  and  Kramer  be  in 
a  hurry?  Today  Britt  says  he's  worth 
close  to  $5  million,  only  part  of  which  is 
the  24%  of  Health-Mor  that  he  and 
Kramer  own  (Britt  bought  his  on  stock 
options;  Kramer  inherited  most  of  his). 
So  if  the  Callahan  estate,  which  still 
owns  22%  of  Health-Mor,  ever  wishes  to 
sell  any  more  stock,  Britt  is  ready  to  snap 
it  up.  Not  bad  from  a  standing  start  36 
years  ago. 

As  for  Health-Mor,  it  is  certainly  prof- 
itable enough  to  fund  the  kind  of  major 
initiative  that  might  launch  the  com- 
pany someday  into  the  ranks  of  major 
U.S.  corporations.  But  it  won't  be  easy 
once  Health-Mor  leaves  its  protected  lit- 
tle niche.  If  you  are  in  the  acquisitions 
game,  however,  and  are  thinking  about 
making  an  offer  for  this  little  jewel  of  a 
company,  forget  it.  Britt  and  Kramer 
have  sons  in  the  business,  and,  anyhow, 
George  Britt  isn't  even  thinking  of  retir- 
ing at  age  66.  "They'll  have  to  carry  me 
out,"  he  says.  — Geoffrey  Smith 
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Talk  to  the  brokers  at  Merrill  lynch  these  (lays 
and  you  can  almost  taste  the  next  hull  mar- 
ket And  they're  not  just  talking:  They  are 
putting  their  cash  on  the  line. 


The  herd  returns 


II  \\  \n  v  w  URM   St  Nffi  Svn  now  in 
lunc  and  most  would  have  preferred 
to  iv  out  on  the  golt  course  01  putter- 
ing m  then  gardens,  but  the  boss  had 

ordered  them  to  show  up  fbi  work  There 

Were  900  Of  them,  people  trom  everv 
office  m  the  entire  ret.nl  brokerage  and 

back-office  network  ot  giant  Merrill 

Lvneh  The  stoek  exchange  was  closed, 
the  customers  relaxing!  but  Chairman 
Donald  T  Regan  was  putting  his  people 
through  a  drv  run,  simulating  what 
would  happen  to  his  organization  it — 
instead  ot  the  typical  .>0- million-share 
day — the  New  Yoxk  Stock  Exchange 
were  to  explode  into  a  full-fledged  bull 
market  with  a  turnover  ot  100  million 
shares.  Old  Merrill  computers  have  the 
capacity  to  handle  that  volume'  Could  it 


avoid  the  kind  ot  paperwork  foul-up  that 
almost  sank  Wall  Street  during  the  boom 
days  ot  ls>6S-6s>-  "We  found  we  had  no 
difficulty  getting  orders  and  other  mes- 
sages to  the  tloor  at  the  rate  of  60  a 
second,"  says  Regan,  a  former  Marine 
lieutenant  colonel 

Merrill  Lvneh.  whose  boss  has  predict- 
ed a  roaring  bull  market  in  the  near  fu- 
ture is  putting  its  monev  where  its 
mouth  is  It  has  added  1 . 200  new  sales- 
people and  100  new  retail  brokerage  of- 
fices in  the  last  IS  months.  Regan  has 
also  raised  Merrill  s  commission  sched- 
ules to  competitive  levels,  after  having 
lost  close  to  2  200  salespeople  because  of 
below-average  commission  levels  be- 
tween 1973  and  1977.  What  clearly 
forced  his  hand  was  the  loss  of  60%  of 


White,  Weld's  salespeople  after  Merrill 
acquired  that  old  line  investment  bank- 
ing house  last  year. 

Regan's  right-hand  man,  President 
Roger  Birk,  explains  why  Merrill  is  gear-J 
ing  up  tor  100-million-share  days:  "Lastl 
ve.u  you  had  a  couple  ot  60-million-share] 
days  up  trom  an  average  of  28. 6  million,  '\ 
he  says.  "If  the  stock  market  bottoms] 
out  in  the  third  quarter  or  whatever,  andj 
the  psychology  about  collectibles,  and] 
real  estate,  and  fixed-income  securities! 
reverses,  which  I  think  it's  in  the  process 
of  doing  right  now,  then  1  think  you'll  see] 
°0-milhon-share  days,  particularly  as  in-j 
stitutional  participation  increases.  The] 
situation  is  ripe  for  something.  Common! 
stocks  are  selling  way  below  book  valud 
and  competitive  markets  don't  get  this 
far  out  of  balance  too  often.  Couple  thai 
with  what  appears  to  be  a  conservative] 
political  thrust  and  there  could  be  a  re-J 
markablv  positive  effect  on  equities." 

In  his  elegantly  appointed  office  withj 
its  panoramic  view  of  New  York  harbor! 
Regan  adds:  "We  don't  think  the  absol 
lute  bottom  is  here  yet,  but  as  we  come] 
down  the  business  cycle,  first  the  marked 
levels,  then  it  shoots  up.  Levels  and] 
shoots."  His  hand  traces  a  bull  marked 
fever  chart  in  short  karate  chops. 

Expansion  of  the  retail  sales  networw 
is  only  part  of  the  picture.  Until  197<1 
Merrill  didn't  even  have  an  arbitrage  del 
partment.  Todav.  in  terms  of  firm  capital 
employed,  it  ranks  with  Goldman,  Sachs 
and  Salomon  Brothers  among  the  tod 
three  in  nsk  arbitrage  (takeover  plavsl 
and  has  by  far  the  largest  proprieta 
account  in  options  trading. 


'Veitont  cnmJt  the  absc>  lut<?  bo  etc     o/ihe  -tar-fc^r  us  here  yet  but  as  lt*  cervix  down  the  business  cycle. 


-  ;R3ES  AVC-"JST  - 


Express  Mail  knows 

it  doesn't  matter  how  low  your  bid  runs 

if  its  running  late. 


Express  Mail  Next  Day  Service.  From  the  U.S.  Postal  Service. 


H  J  We  know  that  a  young 
contractor  can't  afford 
to  be  an  also-ran  in  the  race 
for  a  contract. 

Every*  bid  he  sends  out  is  a 
piece  of  his  future. 

We  created  Express  Mail 
Next  Day  Service  to  ensure 
that  his  package  will  get  there 
on  time. 

The  U.  S.  Postal  Service 
has  made  it  so  fast  and  reliable, 
we  actually  guarantee^  that  his 
package  will  be  delivered  the 
next  day.  We  serve  1,000  cities, 
but  not  all  of  them  from  anv  one 


city.  Cities  that  are  possible  to 
reach  by  the  next  morning  vary 
depending  on  air  transportation 
from  the  originating  city. 

A  young  contractor  can 
easily  build  Express  Mail  into  his 
budget.  A  one-pound  package  is 
only  S8  delivered  coast-to-coast 
and  right  to  the  door. 

When  his  needs  expand, 
Express  Mail  Service  offers  a 
variety  of  other  delivery  pro- 
grams to  meet  them. 

Including  Same  Day  Airport 
Service  between  50  major  cities, 
International  Service  to  12  coun- 


tries and  Custom  Designed  Ser- 
vice to  fit  special  requirements. 

All  are  reliable  and  fast! 

Express  Mail  knows  how  im- 
portant a  package  can  be.  So  we 
treat  every  package  as  if  it's  the 
most  important  one. 

See  your  Yellow  Pages  under 
.Air  Cargo  for  the  nearest  Express 
Mail  Post  Office. 


ME  XT  DA  Y  SER  VICE 


WE'LL  MAKE  YOU  AN  OVERNIGHT  SUCCESS. 


*Our  guarantee:  100%  refund  of  Express  Mail  postage  upon  application  at  origin  if  mailed  by  5  p.m.  at  an  Express  Mail  Post  Office  and  not  available  for 
claim  at  a  destination  Express  Mail  Post  Office  by  10  a.m.  next  business  day  or  delivery  not  attempted  to  addressee  by  3  p.m.  of  the  next  day  unless 
delayed  by  strike  or  work  stoppage  . 
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You  can  feel  that  same  exuberant  con- 
fidence on  Merrill's  big  block-trading 
floor  as  well.  Some  10%  to  15%  of  this 
business  is  "carriage  trade/'  or  wealthy 
individuals,  but  the  overwhelming  bulk 
of  it  is  institutional — mainly  because  or- 
ders of  less  than  2,000  shares  usually  go 
directly  to  the  stock  exchange  floors  in- 
stead of  being  traded  by  telephone  with 
other  institutions  in  this  room.  Ten 
years  ago  Merrill  was  scarcely  a  factor  in 
the  institutional  business.  Today  "We 
the  People,"  as  Merrill  likes  to  be  called, 
ranks  first  in  corporate  underwntings  by 
a  comfortable  margin  and  is  the  leader  in 
a  number  of  other  institutional  lines  of 
business  as  well. 

Does  all  this  talk  about  common 
stocks  amount  to  a  sudden  shift  in  em- 
phasis for  Merrill  Lynch?  What's  been 
getting  all  the  publicity  in  recent  years, 
of  course,  is  Merrill's  entry  into  various 
phases  of  the  real  estate  business  and, 
overseas,  into  merchant  banking.  But 
the  renewed  emphasis 
on  mass  marketing  of 
stocks  should  come  as 
no  surprise.  For  one 
thing,  Merrill  Lynch, 
founded  in  1940  by 
Charles  Merrill  (also  a 
cofounder  of  Safeway 
Stores),  prides  itself  on 
its  ability  to  shift  with 
the  times. 

As  Regan  puts  it: 
"Fashions  in  finance 
change  just  as  fashions 
change  for  J.C.  Penney 
or  Federated  Depart- 
ment Stores.  Look  at 
mutual  funds.  They 
had  their  big  rise  in  the 
late  Sixties,  and  today 
nobody  buys  an  equity- 
based  open-end  mutual 
fund.  In  the  meantime 
have  come  money 


Should  the  Glass-Steagall  Act  (which 
separates  investment  banking  from  com- 
mercial banking)  and  the  McFadden  Act 
(which  severely  limits  interstate  bank- 
ing) be  repealed  or  significantly  watered 
down  under  pressure  from  commercial 
banks — a  distinct  possibility  as  bothacts 
are  under  congressional  review — then 
Birk,  for  one,  says,  "I  think  we'd  move 
very  decisively."  Presumably  that  would 
mean  the  acquisition  by  Merrill  of  a  ma- 
jor U.S.  commercial  bank.  But  Don  Re- 
gan is  at  pains  to  point  out  that  he  does 
not  look  upon  Merrill  offices  as  potential 
commercial  bank  branches — despite  his 
Cash  Management  Accounts,  which 
among  other  things  permit  customers 
able  to  put  up  $20,000  for  investment  to 
write  checks,  draw  loans  and  charge  pur- 
chases on  a  Visa  card. 

So  Merrill's  diversification  will  contin- 
ue, not  so  much  because  it  improves 
profitability  (which  it  has  done)  but  be- 
cause it  offers  improved  stability.  "We 


in 

market  funds.  Our  money  market  fund  is 
now  $4.5  billion,  up  from  $1.6  billion  at 
the  end  of  1978. 

"The  whole  options  market  we  never 
heard  of  five  years  ago — then  it  was  just 
puts  and  calls  over  the  counter.  We  dealt 
in  government  bonds,  but  financial  fu- 
tures*. And  Ginnie  Maes — that's  a  $77 
billion  industry  no  one  knew  existed  just 
seven  years  ago." 

Still,  Merrill  is  not  scrapping  its  highly 
touted  diversification  effort.  It  is  likely 
to  acquire  at  least  one  more  real  estate 
brokerage  chain  of  significant  size  with- 
in a  matter  of  months,  and  is  thinking 
about  buying  a  regional  bank  in  Asia. 
Executive  Vice  President  Dakin  Ferris 
talks  enthusiastically  of  becoming  the 
dominant  factor  in  a  series  of  regional 
real  estate  markets,  and  of  economies  of 
scale  like  national  advertising  and  of  po- 
tential synergies  between  the  real  estate 
business  and  the  securities  business. 


Arbitrage  traders  at  "We  the  People" 

One  of  the  biggest  on  The  Street  in  less  than  three  years. 


want  to  dampen  the  volatility  that  has 
historically  characterized  the  securities 
industry,"  says  Greg  Fitz-Gerald,  Mer- 
rill's chief  financial  officer.  "Chances  are 
that  a  higher  rate  of  return  will  coinci- 
dentally  be  there.  But  that  is  not  our 
prime  objective." 

Look  what  happened  to  Merrill  in  past 
stock  market  rallies.  In  1971  its  earnings 
almost  doubled  (to  $2.12  a  share)  only  to 
drop  52%  in  the  next  two  years  as  listed 
securities  stagnated.  Again  in  1976: 
Earnings  soared  to  $3.01,  a  level  never 
since  equaled,  only  to  sink  to  $1.25  the 
following  year.  It's  only  common  sense 
to  want  to  cushion  sucb  leverage.  Some- 
what, anyway. 

Yet,  according  to  highly  regarded  Lip- 
per  Analytical  Distributors,  Inc.,  Mer- 
rill's leverage  (assets  divided  by  equity)  of 
12.4  at  year-end  1978,  while  on  a  par 
with  leading  competitors  like  Hutton 
and  Shearson,  is  low  by  industry  stan- 


dards and  certainly  low  by  comparison) 
with  Bache's  16.4,  Paine  Webber's  24.3 
and  First  Boston's  worrying  41.8. 

Moreover,  Merrill  Lynch,  virtually 
alone  on  Wall  Street,  has  no  subordinated 
debt  on  its  balance  sheet  (in  contrast, 
nearly  30%  of  Paine  Webber's  and  E.F. 
Hutton's  capitalization  is  subordinated 
debt  and  over  40%  of  Shearson  Hay 
den's).  Not  surprisingly,  then,  Merrill's 
profitability  as  measured  by  net  return) 
on  average  equity  looks  mediocre  by  in- 
dustry standards.  Last  year  Merrill) 
earned  10.6%  vs.  E.F.  Hutton's  21%,, 
Shearson  Hayden's  25.8%  and  A.G.  Ed- 
wards' 27.2%.  Merrill  executives  aret 
very  touchy  about  this. 

"First  of  all,  we  don't  make  separate: 
financial  statements  available  for  our  se- 
curities business,"  says  Fitz-Gerald. 
"Therefore,  comparisons  of  consolidated! 
figures  are  a  bit  misleading.  Hutton  is 
almost  completely  in  the  agency  busi- 
ness," he  goes  on.  "Edwards,  the  same: 
thing.  They  don't! 
maintain  big  inven- 
tories of  anything.  Youl 
call  up  Edwards  and 
say,  I'd  like  to  buy  a| 
million  dollars'  worth 
of  bonds.  They've  got: 
to  call  us.  They  don't 
want  to  tie  up  their 
money  that  way. 
Chances  are  they'll 
have  to  sell  those: 
bonds  to  their  custom- 
ers at  a  higher  price 
than  if  that  customer 
bought  direct  from  us. 
We  say  we  want  to  pro- 
vide full  service  to  oun 
customers  in  every- 
thing. Last  year  we  lost: 
$8  million  as  a  dealer  in 
government  bonds,  justi 
like  every  other  dealer, 
  but  in  1976  that  depart- 
ment made  $23  million  net  aftertax.  It's 
a  wild  and  woolly  business.  We  sell  $1.5| 
billion  worth  of  government  bonds  every: 
single  day.  The  true  sales  volume  in  that 
department  is  $400  billion  a  year. 

"In  many  cases  our  gross  spread  is| 
smaller  than  the  aftertax  margin  of  a  su-j 
permarket.  A  Winn-Dixie  might  make: 
2%  net  aftertax  and  we  start  out  with 
0.125%  as  our  gross  in  government! 
bonds.- It's  razor  thin  and  that's  why  you 
need  so  much  equity." 

There  are  other  factors  holding  down 
profitability,  he  adds,  such  as  the  deliber- 
ately overcapitalized  merchant  bank. 

But  when  all  the  talking  stops,  and  you 
leave  the  brooding  black  steel  and  tinted 
glass  tower  that  Merrill  now  calls  home, 
you're  left  with  one  impression  of  Merrill 
Lynch  above  all:  eager  anticipation.  Thei 
little  man  is  coming  back!  You  can  al- 
most hear  the  thunder  of  hooves  in  thei 
distance.  ■ 
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"In  the  record  industry,  our  initial  marketing  plans  are 
constantly  reviewed  and  adjusted  to  take  into  consideration 
changing  airplay  and  sales  patterns,"  says  Warner's 
Director  of  Merchandising,  Adam  Somers.  "So  information 
from  all  over  the  country  has  to  be  put  quickly  into  usable 
form.  For  us,  that's  a  weekly  report  -  a  key  marketing  tool.  It 
took  two  people  two  full  days  to  prepare:  cutting  and  pasting, 
whiting-out,  retyping -going  crazy!  So  we  got  a  Lexitron 
word  processor." 

"Now,"  says  Merchandising  Secretary,  Ellen  Glasgow,  "it 
takes  me  about  three  hours.  All  I  type  are  the  changes,  and 
the  report  prints  out  automatically." 

"But  today  it's  a  much  more  valuable  report,"  adds 
Adam  Somers,  "because  it's  more  comprehensive.  With 
Lexitron's  speed,  we  can  include  a  lot  more  of  the 
information  we  need  to  make  decisions -yet  still  have  the 
report  on  time." 

"There's  just  no  way  we  could  keep  up  without  Lexitron," 


says  National  Tours  Secretary,  Kathy  Peale.  "And  it's  simple 
to  learn  and  use." 

"I  showed  someone  how  in  about  a  half  hour,"  says  Ellen 
Glasgow.  "And  she  worked  it  all  day  with  only  a  couple  of 
questions.  It  really  is  easy!" 

"But  for  management,"  says  Adam  Somers,  "the  main 
thing  is  the  time  Lexitron  saves  -  and  the  way  it  lets  us  use 
more  information." 

See  how  Lexitron 
can  do  the  same  for  you. 
Call  or  write  Lexitron 
now.  9600  De  Soto  Ave., 
Chatsworth,  CA  91311 
(213)  882-5040. 

lexitron 
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Warner  Bros.  Records  says, 
"Lexitron  word  processing  makes  us 

better  managers." 


Now  this  little  piggy 
can  go  to  market  fresher  than  ever 
in  a  special  moisture-resistant 
container  by  International  Paper 


How  do  you  make  sure  fresh 
,  pork  gets  to  market  fresh, 
short  of  having  to  ship  live  pigs? 

International  Paper  has  found 
the  ideal  solution— the  specially 
designed,  moisture-resistant 
container  that's  floating  our 
little  piggy  across  the  page. 

Why  does  it  have  to  resist 
moisture?  Because  fresh  pork 
contains  more  moisture  than 
beef  and  most  other  fresh-cut 
meats.  That  makes  fresh  pork  a 
lot  more  difficult  to  ship. 

During  shipping,  moisture 
"weeps"  out  of  the  pork  and  into 
the  container. 

What's  more,  when  all  that 
moisture  hits  the  cold  air  inside 
refrigerated  trucks  and  railcars, 
humidity  really  builds  up.  The 
conventional  fresh  pork  container 
will  soak  up  that  humidity  as  well 
as  the  "weeping"  juice  to  become 
soggy  and  weak. 

A  crushing  problem 

Yet,  meat  containers  need  to  be 
strong,  because  each  container  is 
packed  with  from  60  to  80  pounds 
of  fresh  pork.  Then  they're  usually 


Special  International  Paper  containers  keep  their 

strength  despite  moisture  and  humidity. 
Ordinary  containers  can  become  soggy  and  crush. 

stacked  six  or  seven  high  for  ship- 
ment. In  the  three  days  it  usually 
takes  to  get  from  processing  plant 
to  supermarket,  those  soggy  con- 
tainers, especially  the  ones  at  the 
bottom,  can  crush  and  break  open. 

Solved  by  Weathertex® 

International  Paper  saw  the 
problem  and  found  the  solution  — 
right  on  our  own  shelves.  It  was  a 
container  made  with  Weathertex 
board,  a  tough,  moisture- resistant 
container  board  we'd  already 
specially  developed  to  ship  fresh 
chickens  packed  in  ice. 

Tests  showed  that  this  same 


material  was  perfect  for  shipping 
moist  wholesome  fresh  pork,  too. 

Now  meat-packers  using  IP 
containers  have  better  assurance 
their  fresh  pork  will  always  get 
to  market  in  the  freshest 
possible  condition. 

If  you  have  a  shipping  or 
packing  problem,  let  us  take  a 
fresh  look  at  it.  Our  industry 
specialists  may  have  the  perfect 
solution  ready  and  waiting, 
like  Weathertex  board  for 
fresh  pork.  Or  we  can  engineer 
a  solution  especially  for  you.  It 
may  be  a  special  coating,  or 
medium,  or  even  a  complete 
packaging  system  to  reduce  costs 
and  handling. 

A  container  to  keep  fresh  pork 
fresher  is  only  one  example  of 
International  Paper's  creative 
solutions  to  our  customers' 
problems  in  every  industry— from 
meat-packing  to  building  to  energy 
to  packaged  goods  to  the  medical 
field  and  more.  May  we  help  you? 

® INTERNATIONAL 
PAPER 
COMPANY 

220  EAST  42ND  STREET  NEW  YORK,  NEW  YORK  10017 


We  don't  expect  meat-packers  to  float  pork  to  market.  We've  launched 
this  piglet  to  point  out  that  our  IP  container  will  resist  moisture  during 
shipping  of  fresh  pork  and  get  it  to  market  in  the  pink  of  freshness. 


Teleconomics 


First,  a  blanket  statement. 

Northern  Telecoms  SL-1°  is  the  most  advanced,  most 
functional,  most  efficient  electronic  telephone  system  in 
the  business  world  today. 

It's  practical  for  businesses  with  as  few  as  100  tele- 
phones. It  is  one  of  the  most  cost-effective  systems  on  the 
market. 

The  SL-1  provides  complete  business  telephone  services 
in  one  package.  Automatic  Route  Selection:  automatically 
places  long  distance  calls  on  the  most  economical  route 
available.  Call  Detail  Recording:  automatically  stores  data 
on  outside  call  —  who,  when,  where,  how  and 
how  long,  so  you  can  cost-account,  monitor, 
control  your  long  distance  charges. 


ixt 


Remote  Peripheral  Equipment:  allows  you  to  extend  your 
SL-1  to  nearby  branch  locations,  eliminating  tie  lines  and 
access  codes,  consolidating  control  equipment,  operators 
and  maintenance. 

Modern  computer  technology  makes  the  SL-1  economical 
in  installation  and  operation,  administration,  floor  space 
and  maintenance,  and  in  expansion  to  meet  your  growing 
needs. 

Which  tends  to  prove  what  we've  been  saying  all  along: 
that  we  may  be  the  second  oldest  and  the  second  largest 
manufacturer  of  telecommunications  equipment  in  North 
America,  but  we're  first  where  it  counts, 
northern  Northern  Telecom,  Inc. ,  Department  1206-4 , 
tOlCCOm     International  Plaza,  Nashville,  Term.  37217. 


"Trademark  of  Northern  Telecom  Limited. 


tt's  already  the  22nd-largest  bank  in  the  U.S., 
ir  maybe  the  6th  largest.  And  tomorrow. . . . 


Americanizing 
Swiss  Bank  Corp. 


FOR  A  BANK  LIKE  OURS,"  SaVS  Swiss 
Bank    Corp.    General  Manager 
Franz  Lutolf  in  his  smooth,  impec- 
ably  American-accented  English,  "it  is 
dear  that  the  U.S.  is  the  market  to  be 
p."  His  cultivated  banker's  calm  is  not 
jnough  to  hide  a  certain  excitement, 
i  We  are  from  a  country  that  is  small 
jnd  overbanked,  and  this  is  the  leader  of 
pe  free  world,  a  large  country  with  a 
[ery  large  unutilized  potential." 
It's  good  to  know  that  someone  still 
as  faith  in  the  U.S.'  economic  future 
nd  doubly  so  that  the  true  believer  is  a 
ardheaded  Swiss  banker.  This  same 
eady  vision  has  captured  the  imagina- 
on  of  the  six-man  council  of  general 
ranagers  who  govern  Swiss  Bank  Corp. 
om  Basel. 

Around  the  time  Lutolf  was  invited  to 
)in  the  bank  in  1972  (he  became  one  of 
lose  exalted  general  managers  in  1976), 
wiss  Bank  decided  to  expand  seriously 
1  the  U.S.  "As  children,"  explains  Lu- 
l)lf,  "the  first  thing  we  are  taught  in 
Iwitzerland  is  that  we  must  export  to 
Ive.  It  is  the  same  with  our  banks."  It 
las  already  the  first  Swiss  bank  here, 
ilaving  opened  a  New  York  agency  in 
P39  partly  to  store  assets  against  a 
jnssible  Hitler  invasion.  But  until  the 
iirly  1970s  the  U.S.  branch  was  only  a 
tfiinor  if  profitable  sideline. 
I  Since  then,  the  members  of  the  coun- 
|l  of  six  have  looked  hard  at  the  world 
ijjid  at  the  energy  crisis  that  threatens  to 
Mid  nearly  three  centuries  of  industrial 
|:pansion.  Where  in  this  world  does  one 
jivest?  The  Americans  must  import 
jipout  44%  of  their  oil,  but  Switzerland's 
traditional  markets  in  Europe  must  im- 
|)rt  80%  to  100%;  and  the  Americans 
Bso  sit  on  vast  stores  of  coal  and  natural 
U  s.  Fast-growing  Japan,  too,  is  oil-depen- 
j;nt,  and  a  nearly  closed  market  to  for- 
Ijgners;  room  there  for  an  office,  but  not 
tiuch  more.  The  Third  World?  They  al- 
"ady  owe  too  much  to  the  international 
linking  system;  the  problem  there  is  to 
J  oid  devastating  national  bankruptcies, 
lie  Middle  East?  A  monstrous  source  of 
!  posits,  mostly  dollar  deposits,  but  no 


Swiss  Hank'  (ie)teral  Manager  I'non  Lutolf 
Best  banking:  high  stakes,  no  limit. 


place  to  lend.  Again  and  again,  it  was 
clear  that  the  U.S.  and  Canada  were  the 
places  one  had  to  be. 

When  Swiss  Bank  moved,  it  really 
moved.  From  a  very  small  base  in  1972, 
the  once-tiny  U.S.  branch  has  mush- 
roomed into  a  massive  eminence.  It  now 
has  an  astonishing  $8  billion,  more  or 
less,  in  assets,  making  it  one  of  the  ten 
largest  New  York  money  center  banks.  It 
has  its  own  secondary  offices  in  Chicago, 
San  Francisco,  Los  Angeles,  Atlanta  and 
Houston — all  the  big  corporate  headquar- 
ters cities.  Nor  is  that  all:  Branches  in 
Switzerland  make  direct  investments  in 
the  U.S.  in  significant  amounts  the  bank 
does  not  care  to  reveal;  the  offshore  sub- 
sidiary in  the  Cayman  Islands  exists 
mainly  as  a  satellite  to  the  U.S.  trade, 
and  the  main  bank  already  served  such 
clients  as  Occidental  Petroleum,  ITT, 
Dresser  Industries  and  Canadian  giants 
Alcan  and  Massey-Ferguson. 

Behind  the  U.S.  expansion  stand  the 
worldwide  strengths  of  one  of  the  oldest 
and  strongest  international  banking 
firms.  Swiss  Bank  Corp.  is  a  leading  mar- 
ketmaker  not  only  in  Swiss  francs  but 
also  in  French,  German  and  British  cur- 
rencies— and  Eurodollars.  It  is  the 
world's  largest  private  dealer  in  physical 
gold.  Besides  its  175  branches  in 
cramped  Switzerland,  it  has  a  string  of 
offices,  subsidiaries  and  agents  around 
the  world.  At  home  it  leads  slightly  in  its 
informal  asset  race  with  Union  Bank  of 


Switzerland,  with  Sw.fr.  63  billion  vs, 
Union  Bank's  Sw.fr.  60  billion,  and  well 
ahead  of  the  third  largest,  Credit  Suisse 
(Sw.fr.  48  billion).  In  dollars,  Swiss 
Bank's  $38  billion  would  slip  it  in  just 
behind  fifth-largest  J. P.  Morgan  and  well 
ahead  of  Chemical  among  U.S.  commer- 
cial banks.  Profits?  Everybody  knows  of- 
ficial Swiss  banking  figures  are  conserva- 
tive; the  question  is  how  conservative, 
fust  say  that  Swiss  Bank  Corp.  was  will- 
ing to  report  Sw.fr.  223  million  earnings 
($135  million)  last  year,  a  bit  less  than 
Union  and  about  the  same  as  Credit 
Suisse.  Return  on  equity  for  all  three  was 
only  7%  to  8%  last  year — but  put  this  in 
perspective.  There  was  almost  no  infla- 
tion in  that  Swiss  franc-based  figure;  for 
a  U.S.  bank  to  do  as  well  on  an  inflation- 
adjusted  basis,  it  would  have  had  to  earn 
close  to  20%  on  its  equity.  Few  U.S. 
banks  do,  certainly  none  of  the  giants. 

Lutolf  makes  no  secret  of  what  he  is 
after:  "We  are  a  wholesale  banker  and  we 
primarily  want  the  business  of  the  thou- 
sand-or-so  largest  American  corpora- 
tions, particularly  the  multinationals. 
We  put  no  country  limit  on  lending  in 
the  U.S.,  and  because  we  are  organized 
here  as  a  branch,  we  have  the  bank's  full 
resources  behind  us;  our  legal  customer 
limit  is  about  $400  million." 

The  main  New  York  headquarters  in 
the  World  Trade  Center  is  in  the  hands 
of  two  co-managers,  one  being  Hubert 
Baschnagel,  one  of  the  authentic 
Gnomes  of  Zurich.  Baschnagel  rose 
through  the  ranks  at  the  trading  desks  of 
Swiss  Bank,  moving  vast  sums  back  and 
forth  among  currencies,  gold  and  money 
markets  to  clip  profits  measured  in  the 
thousandths  of  a  percentage  point.  He  is 
very  good  at  it;  no  one  knows  how  many 
governments  have  trembled  because  this 
tiny,  gray-haired  man  with  the  affable 
smile  and  limp  handshake  has  pressed 
home  the  final  logic  of  their  unsound 
monetary  policies. 

Foreign  exchange  is  Basehnagel's  spe- 
cial bailiwick.  "Our  business  is  to  take 
care  of  our  corporate  customers'  foreign 
exchange  needs,  and  to  deal  in  interna- 
tional arbitrage,  and  .  .  ." — he  pauses 
and  smiles  wickedly — "to  stay  away 
from  evil."  By  which  he  means  guessing 
the  currency  markets.  "This  past  year," 
he  brags  a  bit,  "our  arbitrage  business  in 
New  York  was  very  profitable."  He 
speaks  English  fluently  but  with  a  con- 
siderable German  accent. 

Now  that  Swiss  Bank  is  established  as 
one  of  the  major  gold  and  currency  mar- 
ketmakcrs  in  New  York,  too,  Baschnagel 
will  return  to  Switzerland,  perhaps  in  a 
year,  perhaps  not  for  three.  "I  wanted  a 
change,"  he  explains.  "I  wanted  to  be- 
come a  general  banker,  not  only  a  spe- 
cialist, and  this  was  an  opportunity  the 
bank  offered." 

And  possibly  a  stepping-stone  to  be- 
coming one  of  the  general  managers? 
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Perhaps  an  indiscreet  question.  "Who 
knows  what  will  happen?  Let  us  not 
speak  of  such  things,"  he  says,  and 
quickly  changes  the  subject. 

Down  the  hall  sits  the  other  co-man- 
ager, Peter  Wodtke,  45,  who  grew  up  in 
New  York.  Like  the  other  two  men,  he 
no  longer  wants  to  talk  about  the  legend- 
ary Swiss  banking  secrecy.  Yes,  he  con- 
cedes, they  will  accept  personal  accounts 
and,  yes,  they  will  place  them  in  Swiss 
branches,  which  are  not  subject  to  U.S. 


banking  law.  "But  if  it  has  the  slightest 
odor  of  tax  evasion  to  it,  we  are  not 
interested.  I  have  a  very  highly  developed 
nose  for  this  sort  of  thing,  and  if  we  have 
any  doubts  about  the  purposes  of  a  new 
account,  we  refuse  it."* 

Wodtke  is  an  American  in  a  Swiss 
bank,  already  at  the  highest  level — ex- 
ecutive vice  president — any  American 
has  ever  reached,  and  it  would  be  logical 
for  this  branch  to  be  his  last  stop.  Fortu- 
nately for  him,  the  future  for  that  branch 


looks  very  bright.  Wodtke  knows  th< 
U.S.  economy  must  become  ever  more 
international. 

His  "branch"  already  accounts  fo: 
nearly  20%  of  the  bank's  entire  assets 
up  from  almost  nothing  seven  years  ago 
It  is,  by  itself,  the  22nd-largest  U.S.  bank 
and  it  must  grow.  Perhaps  a  vigorous 
comparatively  young  branch  manage 
could  some  day  command  the  fast-grow 
ing  American  tail  that  came  to  wag  it! 
venerable  Swiss  dog.  ■ 


'Tlxre  is,  of  course,  tlx  Swiss  proverb:  "Money  Ixis  iu> 
smell  "  Consider  the  manager  of  a  Zurich  branch  of  Swiss 
Hunk  in  iIk-  celebrated  Clifford  In  ing  Howard  Hunlx-s 
affair  Edith  In  iiif-  fxtrked  $650,000  of  McCraw  Hill's 
money  in  n  under  tlx-  name  Hannah  Kosencranlz.  Ix'r 


first  husband's  second  wife,  wlx>se  derma n  identity  card 
six>  was  able  to  net  lx>ld  of  At  tlx'  lx-if{ht  of  tlx-  uffuir,  by 
Sheerest  coincidence,  the  real  Hannah  Roseucrantz 
turned  up  at  tlx'  stime  branch  wanting  to  often  an 
account  for  Ixrself  Tlx'  manager,  confronted  with  two 


women  apparently  hai  'infi  tlx-  same  address  and  born  oq 
the  same  day,  followed  the  only  discreel  course  Hi 
immediately  transferred  Edith  Irvine's  Hannai)  Rosen 
crantz  account  to  a  different  branch,  wlvre  it  was  rm 
clyristened  "Erica  Sclneartz  " 


U.p.s.  stands  for  'uninterruptible  power  sup- 
ply/' Its  a  tidy  little  industry  you  may  be 
hearing  more  about. 


Life-support  for 
computers 


Sometime  in  the  mid-1980s,  during 
a  record-breaking  heat  wave,  an 
East  Coast  utility  is  suddenly  hit 
by  a  15-minute  blackout.  A  minor  incon- 
venience for  most  residents.  But  a  stain- 
less steel  company  ruins  20  tons  of  prod- 
uct because  the  wrong  amount  of  alloy  is 
added,  thousands  of  reliefers  get  million- 
dollar  checks  by  mistake  and  Amtrak 
"loses"  four  trains  for  a  day — all  because 
the  blackout  damaged  or  erased  comput- 
er memory  systems  in  the  area. 

That  nightmare,  increasingly  real  as  a 
future  of  blackouts  and  brownouts  looms 
over  the  land,  has  spawned  a  growth 
industry  for  the  uninterruptible  power 
supply,  or  u.p.s.,  designed  to  save  com- 
puters from  "brain  damage"  caused  by 
even  a  minute  of  downtime  from  unex- 
pected power  failures  or  fluctuations. 

Typical  is  the  system  of  controls,  con- 
verters, rectifiers  and  batteries  that  sits 
on  the  roof  of  Tymshare  Inc.'s  subsid- 
iary, Tymshare  Transaction  Services 
(TTS)  in  San  Francisco  When  used  in 
tandem  with  TTS'  three  generators,  it 
ensures  steady  power  for  up  to  three  days 
for  TTS'  computers.  Merrill  Lynch  has  a 
u.p.s.  (an  "ups")  in  its  New  York  head- 
quarters. So  do  Western  Union,  Caterpil- 
lar Tractor,  Inland  Steel  and  every  major 


airline.  Small  versions  can  cost  as  little 
as  $5,000,  but  the  ones  for  an  airline 
reservation  system  can  cost  up  to  $2 
million.  The  average  cost:  $50,000  to 
$100,000.  Total  u.p.s.  sales  are  expected 
to  top  $150  million  this  year,  up  50% 
from  1978,  and  30%  to  50%  growth  is 


likely  for  some  years  to  come. 

Even  the  little  glitches  that  cause  wavy 
lines  in  a  TV  picture  can  momentarily 
scramble  a  modern  computer's  braini 
and  possibly  cause  hardware  damage 
Which  means  that  as  business  becomes 
more  computer-dependent,  the  powej 
supply  has  to  be  "clean."  Says  Donald  W| 
Fuller,  chairman  and  CEO  of  business 
computer  systemsmaker  Microdata| 
Inc.:  "A  scrambled  memory  can  just  aj 
easily  affect  the  first  digit  of  a  number  aj 
the  last,  and  cause  a  billion-dollar  error.i 
That's  why  Microdata's  minicomputerj 
come  equipped  with  batteries — to  tid< 
the  computer  over  short  outages  while  i' 
transfers  information  from  semiconduc 
tor  chips,  which  lose  everything  when 
the  power  goes  off,  to  tapes  or  magnetic 
discs,  which  don't. 

U.p.s.  systems  may  be  especially  nee 
essary  for  big,  on-line  computers  becaus* 
they  aren't  supplied  by  the  manufactun 
ers.  Many  u.p.s.  users  also  have  theii 
own  generators,  especially  those  in  sub| 
urban  areas  where  overhead  power  lines 
are  more  vulnerable  to  weather  damage. 

The  main  u.p.s.  players  include:  Tele 
dyne's  Inet;  Emerson  Electric's  Industrial 
Controls  division;  Systems  and  Electron) 
ics  Co.,  an  Inco  subsidiary;  fast-growmj 
Texas-based  International  Power  Ma| 
chines  Corp.;  and  General  Electriq 
which  built  Tymshare's  u.p.s.  Internal 
tional  Power  had  $5  million  in  sales  ixf 
1977  and  will  have  $15  million  to  $2(1 
million  this  year.  Teledyne's  Inet  haj 
grown  faster,  says  Teledyne  Presidem 
George  A.  Roberts,  than  all  but  one  oi 
Teledyne's  129  other  companies. 

Although  u.p.s.  technology  is  nearly  2C 
years  old,  the  business  has  recently  be 
gun  to  take  off  with  the  increased  use  oi 
"real  time"  computers — those  set  up  foi 
constant  operation  or  response.  U.p.s 
makers  also  say  they  are  benefiting  from 
the  growing  belief  that  the  power  situai 
tion  will  get  a  lot  worse  before  it  get< 
better.  Reports  Robert  L.  Calvin,  u.p.si 
sales  manager  for  Emerson  Electric,  "Ev 
ery  time  there's  a  blackout,  we  get  lott 
more  inquiries  from  that  area."  ■ 
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XEROX 
ANNOUNCES  A 
BREAKTHROUGH 
OF  TRUIY  MINOR 

PROPORTIONS. 


21%' 


.V 


13' 


Introducing  the  Xerox  2300. 

It's  the  smallest  new  Xerox  copier  you 


can  get. 
But: 


It's  faster  than  some  bigger  copiers.  You  get 
your  first  copy  in  just  six  seconds. 


It's  more  versatile  than  some  bigger  copiers. 
You  can  copy  from  bound  volumes— or  on  mail- 
ing labels,  transparencies  and  different  size  papei 
without  changing  the  paper  tray.  Everything 
from  5Vi"  x  SW  billing  statements  to  8V2"  x  14" 
legal  documents. 


It's  backed  by  the  largest  service  organiza- 
tion in  the  business.  And  it  carries  the  smallest 
price  tag  of  any  new  Xerox  copier. 


The  Xerox  2300. 


It's  very  big  for  its  size. 


XEROX 


XER<  >X®  ,,nd  2VKI  .irr  lr.id.-nurkv  ~<l  Xl.M  >X  (  I  >KI'l  IKAIK  >N 


Available  in  major  U.S.  cities  late  1979. 


It's  one  of  Dana's  principles  of  productivity. 

Most  of  the  people  who  work  at  Dana  own  Dana  stock.  There's  a  plan  to 
help  them  buy  it,  no  matter  what  job  they  do. 

So  at  Dana,  people  don't  work  for  strangers.  It's  part  of  what  we  call 
humanistic  management,  giving  people  the  freedom  to  work  well,  to  grow  and  to 
share  the  rewards. 

You  can  see  the  results  in  our  productivity.  It's  doubled  in  the  last  7  years. 

Productivity  alone  doesn't  produce  profits.  But  we're  balancing  our 
output  of  parts  for  the  vehicular,  service  and  industrial  equipment  markets  we  manu- 
facture for.  So  as  well  as  increasing  productivity,  we've  improved  our  earnings 
year  after  year 

And  that's  not  bad  for  a  bunch  of  working  capitalists. 

Dana  Corporation,  Toledo,  Ohio  43697. 


PRODUCTIVE  PEOPLE  O 3ANA 


Brash  but  smart  Canadian  realty  developers 
are  moving  in  where  native  Houstonians 
feared  to  tread. 

Better  luck 
this  time? 


HEAVY  DUST  HAD  LONG  SINCE  Settled 
on  William  Pereira's  architectur- 
al model  for  Houston  Center, 
Texas  Eastern  Corp.'s  visionary  real  es- 
tate project  in  downtown  Houston.  The 
paint  had  faded  and  flecked  off  the  card- 
board office  towers  and  the  miniature 
pedestrian  malls,  and  there  was  notice- 
able grime  on  the  toytown  shrubbery 
shading  the  scaled-down  apartment 
building.  The  model  was  built  over  nine 
years  ago  when  Texas  Eastern,  a  $2.25 
billion  (revenues)  gas  transmission  com- 
pany, scooped  up  33  city  blocks  on  the 
east  side  of  downtown  Houston  with 
plans  to  build  a  $1.5  billion  "City  of  the 
Future."  Only  two  office  towers  and  one 
parking  garage  were  ever  built. 

About  six  months  ago  the  aging  model 
was  replaced  with  fresh  blueprints  drawn 
up  by  Cadillac  Fairview  Corp.  Ltd.  Cadil- 
lac Fairview  bought  a  50%  interest  in  the 
project  (in  which  Texas  Eastern  had  in- 
vested $200  million)  and  made  a  com- 
mitment to  develop  and  manage  the  rest 
of  the  29  square  blocks  in  a  joint  venture. 
Texas  Eastern  got  to  retire  over  $100 
million  of  its  long-term  debt;  Cadillac 
Fairview  got  a  crack  at  the  most  desir- 
able part  of  the  U.S.  market. 

Who  and  what  is  Cadillac  Fairview — 
and  where  does  it  get  this  kind  of  mon- 
ey? It  is  a  Canadian  real  estate  develop- 
ment company  headquartered  in  Toron- 
to. Among  its  owners  are  the  Bronfman 
family  of  liquor  fame  who  hold  36%  of 
the  stock.  Chairman  A.E.  Diamond  and 
Deputy  Chairman  John  H.  Daniels  have 
another  12% — the  rest  is  publicly  traded. 
Its  total  assets:  $1.8  billion. 

CEO  Diamond  has  wanted  a  big  piece 
of  the  U.S.  market  for  a  long  time. 
Things  haven't  gone  well  in  Canada  late- 
ly. Stringent  rent  controls  put  the  crimp 
on  residential  rental  projects.  Elimina- 
tion of  depreciation  costs  as  a  tax  deduc- 
tion by  antibusiness  forces  in  Ottawa 
has  made  building  less  profitable.  All 
this,  coupled  with  sky-high  land  prices, 
has  slowed  building  activity  in  Canada. 


Two  Houston  Center 


A  dream  city  still  in  blueprints. 

Three  years  ago  Cadillac  Fairview  tried 
to  buy  southern  California's  Irvine  Co. 
but  was  outbid  by  a  consortium  of  inves- 
tors led  by  Henry  Ford  and  shopping  cen- 
ter magnate  A.  Alfred  Taubman.  Howev- 
er, it  did  pick  up  industrial  parks  in  Los 
Angeles  and  Orange  County  and  a  shop- 
ping center  in  White  Plains,  N.Y.  and, 
last  year,  paid  $24  million  for  Houston's 
General  Homes  Consolidated  Compa- 
nies Inc.,  a  $92  million  (revenues)  mid- 
dle-priced residential  development  com- 
pany. So  far,  the  company  has  about  25% 
of  its  investment  in  the  U.S.  but,  accord- 
ing to  Diamond,  over  half  the  work  in 
progress  is  south  of  the  Canadian  border. 
"The  plan  is  to  have  a  branch  office  in 
every  major  market  in  the  U.S.,"  says 
Diamond. 

Houston  Center  is  to  be  the  crown 
jewel.  William  D.  Hulme,  34,  who  is 


Cadillac  Fairview's  emissary  from  To 
ronto,  unfolds  the  new  blueprints  witl 
confidence  verging  on  the  brash.  Point: 
ing  to  the  colored  patches  designatinj 
shopping  malls,  apartment  buildings  anc 
office  towers,  the  curly-haired  architcc; 
asserts:  "We  are  people  who  can  ge! 
things  done." 

Texas  Eastern  clearly  hasn't  been  tha 
kind  of  people — at  least  in  real  estate 
Nine  years  ago  George  R.  Brown  anfl 
Baxter  D.  Goodrich,  then  heads  of  Texas 
Eastern,  were  seized  by  a  missionary  zea) 
to  build  a  model  city,  a  monument  U 
private  development.  They  wanted  t« 
out-Rockefeller  Rockefeller  Center. 

But  when  it  came  time  for  the  board  q 
directors  to  give  the  go-ahead  on  ani 
building,  missionary  zeal  faded  befon 
hard  numbers.  "In  principle,  Texas  East 
ern  agreed  to  develop,"  says  one  ex-em 
ployee  of  Texas  Eastern's  real  estate  sub 
sidiary.  "But  they  just  didn't  like  the  wa; 
high-leveraged  real  estate  impacted  thei 
financial  statement."  Instead,  Georg< 
Brown  built  his  monument  in  the  form 
of  a  $12  million  gift  to  Houston's  Muse 
um  of  Fine  Arts  in  1977. 

While  Texas  Eastern  dawdled,  Hous 
ton  building  boomed.  Perhaps  excessive 
ly  so.  Office  space  has  doubled  in  the  las> 
ten  years,  and  developers  are  adding  oi 
an  additional  5  million  square  feet  down 
town.  Because  the  streets  are  empty  afte 
5  p.m.— and  no  one  sets  foot  downtowi 
on  the  weekends — the  number  of  retai 
stores  in  the  area  has  declined  7%  in  th 
last  three  years,  while  increasing  35%  ii 
outlying  malls. 

A  major  trouble  is  that  there  has  beei 
almost  no  residential  building  down 
town.  Cadillac  Fairview  hopes  to  reined 
this  situation  with  its  mixed-use  devel 
opment,  where  the  residences  will  creat 
traffic  for  the  stores.  Can  the  Canadian 
pull  it  off ? 

Cadillac  Fairview's  largest  project  si 
far  has  been  a  $250  million  complex  ij 
downtown  Toronto  which  Diamon 
points  to  when  he  talks  about  the  com 
pany's  expertise  in  mixed-use  develop 
ments.  But  that  development,  Eato: 
Center,  was  helped  immensely  by  a  sufc 
way  disgorging  thousands  of  people  a  da 
into  the  area.  Mass  transit  is  still  a  iok 
in  Houston.  Though  a  1%  sales  tax  wa 
finally  voted  last  year  to  begin  a  systeir 
the  afternoon  paper  keeps  a  daily  recor 
of  the  number  of  buses  out  of  service- 
usually  over  30%. 

At  58,  after  5  years  as  head  of  Cadilla 
Fairview  and  almost  30  more  years  builfl 
ing  up  his  own  Cadillac  Developmer 
Corp.,  Diamond  did  bring  the  compan 
into  the  U.S.  This  summer  he's  set  t 
resign  as  CEO  leaving  John  Daniels  th 
task  of  getting  this  dream  of  a  city  off  th 
blueprints  and  onto  the  ground.  If  Dar 
iels  succeeds  he's  going  to  have  quite 
monument.  If  he  flops,  a  great  many  Te> 
ans  are  going  to  say,  "I  told  you  so."  ■ 
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If  you  want  to 
succeed  in  the  Middle  East 
talk  to  the  biggest  bank 
in  the  Middle  East 


1974       75         76         77  78 


Why  do  so  many  international  companies, 
institutions  and  government  agencies  depend  on  us 
for  major  financing? 

Because  we  have  the  biggest  assets  in  the  Middle 
East.  We  employ  the  most  advanced  computers  and 
electronic  equipment.  We  provide  the  streamlined 
total  service  expected  from  one  of  the  world's  leading 


financial  institutions.  We  have  in-depth  knowledge  of 
Arabia  —  the  intricacies  of  law  and  government 
procedures.  And  we  offer  the  unique  combination  of 
local  insight  with  global  sophistication  in  banking. 

We'd  like  to  share  our  knowledge  and  success 
with  you. 

Talk  to  us  about  your  own  special  financing 
requirements. 


n 


the  nnnonRL  commeRcim  bark 

Our  business  is  to  help  your  business. 


Head  Office  P  O  Box  3555,  King  Abdul  Aziz  Street,  Jeddah,  Saudi  Arabia 
Tel:  33580/4,  Telex:  401086  NCBGEN  SJ 


Regional  commissions  don't  seem  to  be  work- 
ing so  well.  Is  that  why  some  politicians  would 
like  to  create  more  of  them? 


Brand  new 
rat  hole 


National  Track  &  Field  Hall  of  Fame  temporary  quarters  in  Charleston,  W.Va 
Does  a  $1.2  million  permanent  shrine  make  sense  for  a  poverty  agency? 


There's  a  move  in  Congress  to  set 
up  a  new  government  layer  called 
regional  commissions.  The  Gener- 
al Accounting  Office  says  they  could  cost 
$2  billion  a  year. 

Eight  such  commissions  already  exist: 
one  big  $300  million  independent  agency 
and  seven  little  ones,  linked  to  the  Com- 
merce Department,  that  together  spend 
some  $63  million  a  year.  The  big  one  is 
the  Appalachian  Regional  Commission, 
pet  of  Senator  Jennings  Randolph 
(D-W.Va.),  chairman  of  the  Senate's 
pork-barrel  Public  Works  Committee. 
Since  its  creation  in  1965,  the  13-state 
ARC  has  doled  out  about  $5  billion  in 
federal  money  to  nurture  the  depressed 
Appalachian  economy. 

Randolph,  a  portly  septuagenarian  who 
still  fights  the  good  New  Deal  fights  of 
the  1930s,  thinks  so  highly  of  ARC  he 
wants  everybody  to  have  one.  So  legisla- 
tion now  plodding  through  Congress  to 
extend  ARC'S  life  contains  provisions  to 
give  the  U.S.  wall-to-wall  commissions. 
The  idea  has  met  little  resistance — and 


no  wonder.  Run  jointly  by  the  state  and 
federal  governments,  regional  commis- 
sions provide  governors  and  congress- 
men with  a  cache  of  easy-to-get  federal 
money.  Washington  think-tankers  see 
them  as  a  source  of  endless  study  con- 
tracts. And  perhaps  most  important,  the 
commissions  have  a  history  of  spending 
without  caring  too  much  about  what  po- 
litical cronies  get  hired  or  how  the  mon- 
ey is  spent. 

President  Carter  reluctantly  okayed 
the  idea  but  in  a  private  memo  called  the 
commissions  "a  waste  of  time  and  mon- 
ey." Still,  he  suggested  adding  three 
more — mid-Atlantic,  mid-South  and 
mid- America.  The  Senate  bill  would  give 
a  commission  to  any  region  requesting  it 
and  would  even  create  one  for  a  single 
state  (Alaska). 

How  has  the  Appalachian  model 
worked  out?  The  GAO  recently  said 
ARC's  bookkeeping  is  so  poor  it  can't 
account  for  nearly  $1  billion  it  has  dis- 
tributed. The  GAO  added  that  some  of 
Appalachia's  neediest  areas  got  the  least 


assistance,  and  that  the  region's  ec< 
nomic  gains  could  not  be  tied  to  th 
billions  ARC  has  put  into  roads  and  con 
struction  projects. 

"I  don't  think  ARC  has  worked 
make  any  substantive  changes  in  Appa 
lachia,"  says  Tennessee  resident  and  foi 
mer  Rhodes  scholar  John  Gaventa,  wh| 
is  part  of  what  may  be  the  first  mdij 
enous  group  to  get  a  study  grant  from  th 
commission.  Many  ARC  grants  hav 
gone  to  outside  consultants  who  \ui 
happen  to  be  former  ARC  executive! 
ARC's  current  executive  director,  lawye 
Henry  Krevor,  has  received  $300,000  l. 
consulting  fees  from  ARC  since  1965 
Every  President  since  Lyndon  Johnso 
has  used  ARC  as  a  convenient  place  t) 
put  campaign  workers  and  cronies.  Th 
current  crop  includes  a  Jimmy  Carte 
advance  man  from  the  1976  campaign, 
former  Carter  fundraiser  and  First  Lad 
Rosalynn  Carter's  former  press  aide. 

The  commission's  "economic  deve 
opment"  projects  are  spotted  wit 
weirdos,  like  the  $1.2  million  grant  for 
National  Track  &  Field  Hall  of  Fame  i 
West  Virginia  or  the  hospital  built  in 
rural  Virginia  county  that  already  had  a 
adequate  one.  Now  there  is  talk  of 
$500,000  arts  and  crafts  center  in  pros 
perous  Winston-Salem,  N.C. — hardly  on 
of  Appalachia's  poverty  pockets,  but  i 
the  home  state  of  former  ARC  federj 
cochairman  and  former  state  Governc 
Robert  Scott. 

Harry  Caudill,  author  of  several  classi 
texts  on  Appalachia,  says  the  commi: 
sion  has  done  little  to  attack  the  region 
real  problems — land  use,  housing  and  th 
lack  of  good  jobs  outside  mining, 
think  the  ARC  ought  to  be  put  to  wor 
or  abolished,"  he  says.  About  two-thirc 
of  ARC's  money  has  gone  to  build  admi 
tedly  needed  roads.  But  the  original  ide 
was  to  bring  in  new  industry,  proted 
against  boom-and-bust  coal  cycles  an 
build  the  tax  base.  "The  ability  to  pull  i 
industry  is  not  a  very  exact  science, 
says  ARC  federal  representative,  Wilhai 
Albers.  "We  just  don't  know  how  to  do 
very  well." 

ARC  is,  to  be  sure,  only  one  of  th 
eight  existing  regional  commissions.  Bi. 
it  is  by  far  the  largest,  with  a  staff  c 
about  130  and  a  budget  that  is  nearly  h\ 
times  as  large  as  the  other  seven  corn 
bined.  And  ARC  isn't  the  only  commi 
sion  to  have  its  troubles.  The  tiny  (2 
employees)  Upper  Great  Lakes  Region; 
Commission  is  in  the  throes  of  a  5 
million-plus  kickback  scandal  that  he 
already  sent  one  person  to  jail,  with  moi 
indictments  expected. 

But  all  these  drawbacks  do  not  kee 
the  bill  to  establish  more  regional  con 
missions  from  grinding  its  way  throug 
Congress.  And  having  been  conjured  oi 
of  the  federal  bottle,  there  seems  no  wa 
to  get  them  back.  Bureaucracy,  one 
born,  tends  to  become  immortal.  ■ 
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He's  up 
and  coming 
. . .  and  going 

He's  on  a  fast  track,  and  he  knows  it. 
Can  you  afford  to  lose  him? 

According  to  the  Kiplinger 
Washington  Letter,  employee  turnover 
ranks  among  the  most  serious  U.S. 

labor  problems  today. 

You  can  boost  the  odds  strongly  in 
favor  of  your  firm  with  a  Hamilton 
Awards  Program.  While  it  won't  solve 
every  turnover  problem,  companies 
we  serve  tell  us  that  it  can  make  a 
significant  difference  —  at  a  level  of 
cost-effectiveness  infinitely  more 
attractive  than  recruiting  and  training 
new  personnel. 

Hamilton  fine  watches  and  heirloom 
clocks,  in  a  skillfully  designed 
program,  are  helping  firms 
everywhere  to  establish  a  sensitive 
and  recognizable  rapport  with  their 
most  valued  employees.  You'll  be 
interested  in  our  full-color 
catalog  and  our  highly  informative 
brochure,  "Hamilton  Awards  ...  An 
Investment  in  People." 

Call  our  toll-free  number  for  complete 
details  . . .  without  obligation, 
of  course. 
Dial  1-800-233-0283  or 
1-800-233-0284. 


Hamilton  Watch  Company,  Lancaster,  PA  17604 
If  the  award's  a  Hamilton,  they'll  know  you  mean  it. 


Faces 

Behind  The  Figures 


The  real  world 

The  old  saw  that  those  who  can,  do  and 
those  who  can't,  teach,  doesn't  hold  any- 
more, especially  when  it  conies  to  eco- 
nomics professors.  Nobel  laureate  Paul 
Samuelson  has  made  millions  from  his 
basic  economics  textbook.  And  John 
Kenneth  Galbraith  has  been  a  best-seller 
for  years.  But  Harvard's  Otto  Eckstein 
has  just  made  a  deal  that  may  make  him 
t/je  money-making  academic. 

Eckstein,  52,  a  member  of  the  Council 
of  Economic  Advisers  in  the  Johnson 
Administration,  just  sold  his  Data  Re- 
sources Inc.,  the  Lexington,  Mass.  pio- 
neer business  in  econometrics,  to 
McGraw-Hill  for  more  than  S100  mil- 


Eckstein  of  Data  Resources  Inc. 
Harvard,  was  never  Wee  this. 

lion.  The  economist  and  his  family  will 
come  away  with  around  S14  million  af- 
tertax— in  real  money,  cash. 

The  company  grew  out  of  a  consulting 
relationship  Eckstein  had  with  institu- 
tional broker  Mitchell.  Hutchins,  since 
bought  by  Paine  Webber.  Donald  B.  Mar- 
ron,  who  headed  Mitchell,  Hutchins  and 
is  now  president  of  the  combined  com- 
pany, recalls  that  DRI  was  set  up  in  his 
Manhattan  living  room  back  in  late 
1968.  Maxron  raised  S200.000  and  Rob- 
ert J.  Denison,  a  partner  in  the  venture- 
capital  firm  First  Security  Co.,  brought  in 
another  S600,000  or  so.  When  the  com- 
puter-based economic  research  outfit 


went  public  m  late  1976,  Eckstein  and 
his  family  held  20%  of  the  shares,  Mar- 
ron  and  associates  17%  and  Denison 
about  the  same. 

McGraw-Hill  first  became  interested 
in  acquinng  Data  Resources  about  a  year 
ago,  Eckstein  recalls.  "We  were  a  happy 
small  company,  though,  so  why  change? 
But  they  persisted."  And  when  they  of- 
fered S50  a  share  for  a  stock  that  was 
selling  last  March  for  only  $18  over-the- 
counter,  Eckstein  and  his  associates 
changed  their  minds  and  made  the  deal 
for  the  45%  of  the  shares  they  held. 
McGraw-Hill  is  now  offering  the  same 
price  to  the  other  shareholders.  By  the 
time  the  deal  was  closed,  trading  by  peo- 
ple who  apparently  had  heard  rumors  ran 
the  price  up  to  $33  the  day  before  the 
announcement. 

What  is  McGraw-Hill  getting  for  its 
$103  million,  a  terrifyingly  stiff  30  times 
earnings?  An  outfit  that  earned  S3.1  mil- 
lion last  year  on  S31.5  million  in  rev- 
enues and  netted  SI  million  on  S9.5  mil- 
lion in  1979's  second  quarter.  Over  600 
clients,  including  AT&T  and  Morgan 
Guaranty  Trust,  paid  an  average  of 
S51,000  last  year  to  get  DRI's  statistical 
analyses  of  the  economy. 

lust  before  the  announcement  came,  a 
group  of  DRI  employees  quit,  presumably 
to  start  their  own  company.  So  some  day 
maybe  another  economics  professor  will 
be  teaching  us  how  to  score  big  in  what 
they  like  to  call  the  real  world. 

The  boss  is  back 

The  speculation  about  what's  happened 
at  ITT  was  neatly  wiped  away  the  other 
day  by  one  executive  of  the  corporation 
with  these  words:  "Don't  look  for  any- 
thing devious.  It  was  all  very  simple.  The 
board  retired  'Harold  SJ  Geneen  in  1977, 
and  he  convinced  them  to  bring  him 
back.  He  never  really  accepted  leaving, 
so  he  waited  for  the  right  moment,  made 
his  move  and  now  he's  back." 

Geneen,  after  all,  remained  ITT's 
chairman  even  after  he  stepped  down  as 
CEO,  and  anybody  who  knows  the  man 
and  his  methods  knows  that  nobody  else 
could  run  a  board  meeting  while  he  held 
the  gavel.  His  "departure"  was,  as  much 
as  anything,  an  attempt  to  make  ITT 
look  better  to  investors.  They  were  say- 
ing 11  1  was  a  one-man  company  and 
Geneen  would  stay  on  too  long.  Under 
Geneen  11  1  had  become  one  of  those 
irrational  hate  objects — like  the  CIA  and 
the  oil  companies.  There  was  a  good  deal 
of  image-pohshing  behind  the  vaunted 
"replacement"  of  the  blunt  Geneen  as 
chief  executive  officer  by  Lyman  C. 
Hamilton  Jr. 

ITT  had  an  excellent  1978  under  Ly- 
man Hamilton,  registering  its  usual  15% 
earnings  gain.  The  first  quarter  of  1979 
was  good,  too.  But  in  the  second  quarter 
there  were  heavy  losses  on  currency 


Geneen  of  ITT 

Was  he  ever  really  gone? 


translation  and  ITT  wound  up  with  oi 
of  those  rare  unfavorable  earnings  con 
parisons  that  Geneen  so  hated.  Th 
earnings  decline  may  have  tipped  tl 
balance  against  Hamilton.  Or  it  cou 
have  been  the  behavior  of  ITT  stock 
has  moved  in  a  narrow  range  for  mo 
than  three  years  and  now  sells  bela 
book  value,  at  a  humihatingly  low 
times  earnings.  The  dropping  of  Haro 
Geneen  didn't  help  the  stock  one  whit 

Hamilton  was  replaced  as  CEO 
Rand  V.  Araskog,  47.  But  nobody  w 
kidding  anybody.  The  word  around  tl 
company  was:  "The  boss  is  back."  D 
he  ever  really  go  away? 


Uneasy  lamb 

"I  know  the  Bible  says  there  will  be  a  d 
when  the  lion  shall  lie  down  with  tl 
lamb."  says  Federal  Communicatio 
Commissioner  Tyrone  Brown,  "but 
also  know,  as  Woody  Allen  says,  that  i 
that  day  the  lamb  won't  get  much  sleep 

Brown  is  talking  about  his  endors 
ment  of  the  National  Association 
Broadcasters'  radio  deregulation  propc 
al,  which  places  him  in  the  "rather  ei 
barrassing  situation"  of  supporting  o: 
of  the  capital's  most  powerful  lobbyr 
associations.  "When  I  find  myself  agrc 
ing  with  the  NAB,  I  go  back  and  doub 
check  my  analysis,"  admits  the  influe 
tial  36-year-old  regulator,  just  reco 
firmed  for  a  seven-year  term. 

Indeed,  considering  his  liberal  bac 
ground  in  civil  rights  and  as  a  lawyer  1 
the  Washington  Post  Co.,  FCC's  on 
black  commissioner  seems  an  unlike 
advocate  for  abolishing  commercial  tir 
limits  and  public  service  and  news  pi 
grams.  Broadcasters,  unlike  some  airh 
and  most  trucking  executives,  are  clai 
oring  for  less  federal  involvement 
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Who's  going  to  meet 
the  growing  need 
for  steel  in  this  country- 
and  at  what  price? 


If  there's  one  lesson  to  be  learned  from  America's 
oil  crises,  it's  this:  You  can't  always  depend  on  foreign 
sources  to  supply  how  much  of  what  you  want,  when  you 
want  it,  and  at  a  price  you  can  afford  to  pay. 

Unless  we  soon  start  expanding  our  domestic  steelmaking 
capacity,  25  to  30  million  tons  of  steel  imports  could  be 
entering  the  U.S.  market  annually  by  1985.  (Compared  to  12 
million  tons  in  1975.)  And  then  America  could  find  itself 
at  the  mercy  of  foreign  steel  producers,  as  it  is  at  the 
mercy  of  foreign  oil  producers. 

What's  needed  to  meet  the  growing  need  for  steel  in 
this  country  with  domestic  steel?  Governmental  policies 
that  will  allow  the  American  steel  industry  to  generate 
the  additional  funds  needed  to  modernize  and  expand. 

Bethlehem  S 

Bethlehem  Steel  Corporation,  Bethlehem,  PA  18016 


Faces 

Behind  The  Figures 


their  business.  By  early  fall,  predicts 
Brown,  radio  stations  will  be  free  of  the 
present  18-minute-per-hour  limit  on 
commercial  time,  the  heavy  paperwork 
burden  of  detailed  time  logs  and  require- 
ments for  fixed  percentages  of  news  and 
other  nonentertainment  programming. 

The  radio  marketplace — with  over 
8,000  stations— places  its  own  limits  on 
a  broadcaster's  greed,  says  Brown.  "Lis- 
tener dissatisfaction  is  as  effective  a  reg- 
ulator as  any  FCC  rule." 

But  television  is  another  story.  Chan- 
nels are  too  scarce,  he  says,  and  too  influ- 
ential "to  be  left  completely  to  a  group  of 
businessmen,  no  matter  how  altruistic. 
Some  representative  of  the  people  should 
have  oversight  responsibilities." 

Still,  Brown  wants  to  abolish  a  lot  of 
the  rules  that  tie  up  broadcasters  without 
serving  the  public  interest.  "All  they  do 
is  keep  Washington  lawyers  happier, 
richer  and  occupied,"  says  the  Cornell 
law  graduate  who  clerked  for  the  late 
Chief  Justice  Earl  Warren. 

What  Brown  does  favor  are  moves  to 
bring  more  minorities  into  broadcast 
ownership,  such  as  the  tax  concessions 
granted  to  owners  who  sell  stations  to 
minorities,  and  FCC's  affirmative  action 
program  to  help  move  minorities  into 
broadcasting. 


But  he  opposed  the  wide-ranging  re- 
write of  the  Communications  Act  of 
1934,  just  killed  in  the  House,  especially 
a  provision  calling  for  permanent  licens- 
ing of  radio  and  television  channels.  "It 
just  gave  away  too  much,  especially  in 
the  area  of  public  interest  obligations  of 
broadcasters,"  he  concluded. 


Hardball 

Until  a  few  weeks  ago,  the  Houston  As- 
tros were  the  hot  team  in  the  National 
League  Western  Division.  New  owner 
John  J.  McMullen,  61,  may  be  able  to 
intimidate  them  into  their  winning 
ways  again. 

The  white-haired,  sometimes  gruff, 
sometimes  charming  McMullen  led  a  25- 
partner  group  which  paid  some  $16  mil- 
lion for  the  team  and  the  lease  on  the 
vast  complex  which  includes  the  Astro- 
dome, where  the  team  plays  home 
games,  and  Astrohall  and  Astroarena, 
two  convention  facilities  next  door. 

Last  year,  the  team  finished  fifth,  a 
miserable  21  games  out  of  first  place,  and 
drew  1.1  million  fans — and  lost  money. 
This  year,  with  a  five-and-one-half-game 
lead  at  midseason,  the  team  was  already 
approaching  its  1.4  million  attendance 
breakeven  point.  The  Astros  could  make 
$1  million  this  year. 

But  the  real  money-maker  in  the  deal  is 
the  lease — which  runs  25  more  years  at 
about  $750,000  a  year — and  the  conven- 
tion business  that  goes  with  it.  Seller  was 
Ford  Motor  Credit  Co.,  which  got  into 
trouble  when  Judge  Roy  Hofheinz,  father 
of  the  protect,  fell  ill  and  ran  out  of  cash. 

One  of  the  things  that  drove  McMul- 


McMullen  of  the  Houston  Astros 


Captain  Que  eg  in  the  new  South? 

len  to  Houston  was  his  experience  wi 
his  almost-6%  interest  in  the  woi 
champion  New  York  Yankees,  which 
has  90  days  to  sell.  "There  is  nothi. 
more  limited  than  being  a  limited  pa 
ner  in  the  New  York  Yankees,"  grip 
the  Jersey  City  native,  about  the  wv 
principal  owner  George  Steinbrenn 
runs  the  Yankees  as  if  he  owned  it  all. 

McMullen,  his  wife  and  three  childr 
will  own  33%  of  the  team,  with  anoth 
10%  in  the  hands  of  his  New  York  attt 
ney  on  the  purchase,  David  LeFevre.  T 
other  19  partners,  including  former  ; 
tronaut  James  A.  Lovell  and  race  dm 
A.J.  Foyt,  will  all  have  lesser  shares. 

Don't  expect  McMullen  to  be 
hands-off  owner.  A  graduate  of  the  U 
Naval  Academy  with  a  master's  in  rt 
val  architecture  from  M.I.T  and  a  dc 
torate  from  a  Swiss  institute  of  techn» 
ogy,  McMullen  is  a  modern  version 
the  autocratic  old  sea  captain,  acci 
tomed  to  having  his  own  way  and  u 
afraid  of  trouble.  Blunt  and  easily  a 
gered,  he  has  been  in  and  out  of  su 
top  spots  as  U.S.  Lines  and  Burm 
Oil's  scandal-ridden  tanker  subsidia. 
Now  he's  entirely  in  business  for  hn 
self,  running,  among  other  things,  r 
marine  architectural  business,  a  sh 
agent  and  other  outfits. 

McMullen  is  putting  up  $2  million  ] 
his  share  of  the  Astros,  with  another 
million  equity  coming  from  his  panne 
Chase  Manhattan  Bank  is  lending  t 
other  $10  million.  And  although  t 
buildings  need  some  $3  million  in  spn 
ing  up  and  repairs,  it  seems  like  a  go 
deal.  McMullen  clearly  isn't  in  it  just 
a  seat  in  the  owner's  box — he  swings  : 
the  fences,  and  he  doesn't  care  who  ge 
in  the  way. 


Brown  of  the  FCC 

Letting  radio  broadcasting  seek  its  own  level. 
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THE  TRUCK  STOPS  HERE 


The  fuel  shortage  affects 
the  nation's  motor  carrier 
industry  just  like  it  does  the 
average  motorist—high 
prices,  long  lines  and  uncer- 
tain supplies.  But— trans- 
portation regulation  assures 
that  even  in  the  face  of  a 
national  shortage,  the 
freight  will  continue  to 
move,  with  no  more  trucks 
than  are  necessary. 

The  common  carrier  obliga- 
tion requires  regulated 
motor  carriers  to  serve  all 
shippers  and  receivers, 
regardless  of  size  or  loca- 
tion. Fuel  shortages  and 
high  prices  do  not  relieve 


the  regulated  carrier  of  this 
obligation. 

Regulation  assures  a  finan- 
cially stable  motor  carrier 


industry.  Carriers  are  able 
to  purchase  fuel-efficient 
equipment  and  develop  sys- 
tems which  operate  with 
high  load  factors  and  mini- 
mal empty  miles. 

Sound  regulation  of  the 
motor  carrier  industry  thus 
assures  an  adequate  num- 
ber of  motor  carriers  to 
move  the  nation's  freight, 
without  excessive  fuel-wast- 
ing duplications  of  service. 
Deregulation  of  the  industry 
would  create  excess  ca- 
pacity resulting  in  more  car- 
riers attempting  to  haul  the 
same  amount  of  freight  and 
using  more  fuel. 


S^rrJ  American  Trucking  Associations,  Inc. 

Today's  trucking  Industry. . .  It  Works  for  America 


Last  year,  Gould  spent 
more  in  capital  improvements 
than  it  earned  in  profits. 

This  year,  to  keep  pace 
with  the  expanding 
electrical/electronic  industry, 
we  plan  to  invest  even  more. 


The  demand  for  electricity  has 
nearly  doubled  in  the  past  ten  years. 

More  and  more  electronic 
products  are  serving  new  needs. 

And  Gould  is  capitalizing  on 
these  growth  opportunities. 

$125  million  for  capital 
improvements  in  1979. 

To  meet  increasing  demand  for 
Gould  products  we're  making  a  big 
investment  this  year  in  new  plants 
and  equipment.  Plans  include  11 
new  plants,  six  plant  expansions 
and  five  plant  conversions.  We're 


making  this  investment  now,  to 
keep  earnings  growing. 

Over  100  new  products 
introduced  last  year. 

Consistently  high  investment  in 
R&D  and  product  development  has 
helped  makeGould'ssalesgrow. 
Last  year  26%  of  our  sales  came 
from  products  that  were  introduced 
in  the  past  five  years.  Some  recent 
examples  include:  flight  simulators 
for  the  Navy,  mobile  cardiac  output 
computers  and  resuscitators  for 
hospitals,  digital  oscilloscopes 


Upper  left:  The  Gould  Activair'  cell  provides  twice  the 

life  of  conventional  button  cells  in  hearing  aids, 

electronic  watches,  and  hand-held  calculators. 

Lower  left:  Gould  E-Plus  "  energy-efficient  motors  offer 

many  industries  up  to  ten  percent  energy  savings  over 

conventional  electrical  motors. 

Right:  Gould's  digital  logic  analyzers  determine  the 

condition  of  the  circuitry  in  today  's  new  generation  of 

computers. 


and  logic  analyzers,  and  traffic 
surveillance  devices  for  police 
departments. 

Last  year  we  spent  $79  million 
in  R&D,  an  amount  equal  to 
78%  of  our  profits. 

That's  more  money,  relative  to 
profits,  than  any  other  billion-dollar 
electrical  manufacturer  spent.  And 
this  year  we're  planning  to  spend 
even  more.  This  commitment  to 
technology  is  paying  off  in  a 
continuing  flow  of  new  product 
developments. 

Earnings  per  share  have 
grown  at  an  average  annual 
rate  of  13%  since  1968. 

Since  1974  our  dividends  have 
more  than  doubled.  This  strong 
growth  record  is  a  direct  result  of 
our  investments  in  R&D  and  capital 
improvements.  It's  also  based  on 
our  commitment  to  technology 
and  new  product  development, 
concentrated  in  electrical  and 
electronic  products. 

For  more  information  about  our 
company  and  its  products,  write 
Gould  Inc.,  Dept.  FI8,10Gould 
Center,  Rolling  Meadows,  Illinois 
60008,  (312)640-4000. 


->  GOULD 

An  Electrical /Electronics  Company* 


The  Economy 
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MONEYS  INVESTMENTS 

Baby,  it's  going 

to  be  a  long, 
expensive  winter 


Hoffman  is  an  agreeable,  hard- 
rking  man  who  runs  a  successful  busi- 
>s  delivering  fuel  oil  to  the  affluent 
izens  of  Great  Neck  and  Manhasset, 
3  Long  Island  suburbs  of  New  York, 
i  to  the  less  affluent  citizens  in  other 
irby  communities.  Dick — he  says  his 
:ountant  "made"  him  do  it — is  getting 
igh  with  his  customers.  He  has  an- 
anced  that,  for  the  first  time,  he  will 
y  interest  on  overdue  accounts  and 
:n  cut  off  shipments  to  dilatory  cus- 
ners — no  money,  no  heat.  As  for  bad 
;ck  passers — immediate  cutoff!  Why 
Dick's  accountant  so  hardhearted? 
nply  because  he  knows  Dick  must  pay 
:  oil  companies  promptly  and  can't 


afford  to  carry  large  amounts  of  delin- 
quent and  possibly  worthless  consumer 
receivables. 

Hoffman  says  he  doesn't  feel  the  least 
bit  sorry  for  his  wealthier  Great  Neck- 
Manhasset  customers  but  worries  a  good 
deal  about  the  finances  of  their  less  pros- 
perous neighbors.  "Those  people,"  he 
says,  "are  already  scraping  the  bottom  of 
the  barrel  and  they  haven't  even  begun  to 
feel  the  effects  of  the  Khomeini  round  of 
extortion." 

The  Khomeini  round  is  going  to  boost 
fuel  oil  costs  in  the  New  York  area  by 
about  76% .  The  typical  small  home  own- 
er, who  paid  $500  a  year  to  Hoffman's 
Associated  Petroleum  Inc.  to  heat  his 


house  in  1972  and  $850  last  year,  will  be 
paying  $1,500  this  year — even  if  he 
keeps  his  thermostat  on  the  chilly  side  of 
70  degrees. 

In  short,  by  the  time  Christmas  rolls 
around,  most  middle-income  consumers 
are  going  to  be  in  deep  trouble.  There 
isn't  going  to  be  a  lavish  holiday  for  their 
families  or  for  the  merchants  who  serve 
them.  Where  is  that  extra  $650  coming 
from?  Right  straight  out  of  disposable 
income.  Where  else? 

Dick  Hoffman  is  not  the  only  busi- 
nessman who  is  going  to  have  to  pass  on 
to  his  customers  the  effects  of  higher  oil 
prices  and  shorter  supplies.  Utility  bills 
will  go  up.  The  farmers  will  be  demand- 
ing the  right  to  pass  on  their  higher  fuel 
and  fertilizer  costs.  You  name  it — there's 
oil  in  it  somewhere. 

We  are  already  in  a  recession  but  oil  is 
going  to  lengthen  and  deepen  the  down- 
ward spiral.  The  recession  is  going  to  be 
much  worse  than  most  of  us  originally 
expected.  Consumer  credit  is  already 
dangerously  high;  winter  fuel  bills  are 
going  to  force  many  families  to  miss 
payments  on  older  bills  and  debts.  Keep- 
ing warm,  after  all,  has  a  very  high  prior- 
ity for  people  who  live  in  cold  climates, 
higher  priority  than  keeping  VISA  card 
accounts  current.  (Eating  has  high  prior- 
ity for  people  in  all  climates.) 

Last  recession,  it  was  bad  real  estate 
loans  that  cost  some  banks  dearly.  This 
time  it  may  well  be  consumer  credit. 
This  is  going  to  frighten  a  lot  of  people 
because,  in  recent  years,  we  have  be- 
come accustomed  to  considering  con- 
sumer credit  as  good  as  gold. 

What  stands  behind  consumer  credit? 
Essentially,  nothing  much  beyond  the 
borrower's  ability  and  willingness  to  pay 
and  the  equity  in  the  loan's  collateral. 
How  many  mortgages  can  you  foreclose? 
How  many  cars  and  TVs  repossess?  A 
good  many  bankers  seem  to  have  forgot- 
ten this  simple  fact  in  their  enthusiastic 
pursuit  of  high-yielding  consumer  paper. 
You  thought  the  bankers  had  learned 
from  their  mistakes  in  realty  loans  in 
1974-75?  Don't  count  on  it.  Come  this 
time  next  year,  loan-loss  reserves  may  be 
taking  bites  out  of  bank  earnings,  just  as 
they  did  in  the  last  recession. 

So,  let's  hope  capital  spending  holds  up 
as  well  as  the  economists  expect  it  to. 
Without  that  to  counteract  the  decline  in 
consumer  spending,  the  economy  could 
be  in  for  big  trouble.  Worse,  perhaps, 
than  in  1974.  ■ 


The  wages  of  sin 


The  slump  In  consumer  spending  may  be  worse  than  expected.  Person- 
al debt  Is  at  a  record  69%  of  disposable  Income:  A  family  with 
•10,000  In  disposable  income  is  $6,900  in  debt.  Credit  delinquen- 
cies already  top  the  start  of  the  1973-75  recession. 


Debt-to-income  ratio 
70% 


i           i           i          i  i 

'73  '74 
'ce.  Federal  fteserre  Board 
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MONEY  &  INVESTMENTS 


OPEC  greed  is  having  the  same  net  effect 
on  U.S.  economic  activity  as  would  happen 
if  the  Fed  were  tightening  credit. 

AND  NOW,  FOR 
THE  GOOD  NEWS 


By  Ben  Weberman 


In  the  midst  of  a  re- 
cession that  is  two 
to  six  months  old, 
many  portfolio 
managers  are  still 
running  their  posi- 
tions as  though 
boom  and  inflation 
are  going  to  contin- 
ue to  be  the  pre- 
dominant trends  for 
the  next  year  or  more.  That  is  typical 
dodo-bird  thinking.  (The  dodo  bird 
flies  backward,  thus  knowing  where 
he  has  been  but  ignorant  of  where  he 
is  going.)  Down  the  road  there  is  con- 
siderable evidence  to  support  the  view 
that  inflation — currently  in  the  10% 
to  13%  range — should  cool  to  8%  by 
the  end  of  this  year,  7%  by  mid-1980 
and  6%  by  the  end  of  1980.  If  I  were  a 
portfolio  manager,  I  would  not  wait 
for  final  confirmation  of  this  develop- 
ment to  extend  maturities. 

How  can  inflation  cool  in  the  face 
of  OPEC  extortion?  The  answer  is 
that  the  recent  rise  in  oil  prices  has 
already  been  integrated  into  our  price 
structure — taking  place  much  faster 
than  the  last  squeeze  in  1973-74.  The 
damage,  in  short,  is  already  done. 

At  the  same  time,  the  incremental 
money  taken  out  of  this  country  by 
OPEC  countries  will  not  return  as  it 
did  five  years  ago  as  extra  purchases  of 
goods  and  services  because  the 
PECers  as  a  group  are  already  buying 
as  much  as  they  can  absorb.  More- 
over, the  non-OPEC  Third  World 
countries  are  so  badly  hurt  by  the  oil 
price  increases  that  they  will  have  to 
cut  back  their  purchases  of  U.S.  goods 
and  services. 

The  consequence  is  that  OPEC 
greed  is  having  the  same  net  effect  on 
U.S.  economic  activity  as  would  hap- 
pen if  the  Federal  Reserve  were  tight- 
er? Weberman  is  economics  editor  of  Forbes 
magazine. 


ening  credit.  Instead  of  Bill  Miller  tak- 
ing money  out  of  the  domestic  econo- 
my, the  Middle  Eastern  oil  countries 
are  performing  the  service — gleefully. 

By  the  end  of  this  year,  the  restraint 
on  business  activity  resulting  from 
OPEC  pricing  will  have  curtailed  de- 
mands for  U.S. -produced  goods  and 
services  sufficiently  to  bring  on  the 
price  competition  usually  associated 
with  severe  recession.  Inflation  will 
moderate.  We  might  have  8%  infla- 
tion by  the  end  of  the  year  and  6%  by 
the  end  of  1980.  This  isn't  enough 
reduction,  of  course,  but  it  is  a  trend 
in  the  right  direction.  Its  effect  on 
bond  prices  and  interest  rates  is 
bound  to  be  dramatic. 

As  the  market  expectations  change 
from  persistently  high  inflation,  port- 
folio manager  mentality  will  also  shift 
from  defensive-liquidity  emphasis  to 
a  greater  willingness  to  extend  invest- 
ment maturities.  As  recently  as  lune 
30,  the  quarterly  Merrill  Lynch  survey 
of  cash  positions  of  fixed  income  port- 
folios showed  that  44.5%  of  the  re- 
spondents had  15%  or  more  in  cash 
and  equivalent  while  only  28%  had 
less  than  10%  cash.  In  October  1976, 
as  the  country  was  emerging  from  the 
last  recession,  only  8.5%  of  the  port- 
folios had  15%  or  more  in  cash  and 
79%  had  less  than  10%  cash.  From 
holding  just  enough  cash  to  meet  day- 
to-day  needs  three  years  ago,  the 
professionals  have  moved  to  the  oppo- 
site extreme  of  excessive  cash. 

The  figures  suggest  that  most 
professionals  missed  the  bond  market 
rally  of  late  June  and  early  July  and  will 
miss  the  more  significant  one  that 
will  take  place  as  perceptions  of  infla- 
tion change  in  the  next  two  months. 
What  about  smaller  investors?  There 
is  a  case  to  be  made  for  their  staying 
with  the  money  market  funds  a  bit 
longer  because  the  yields  are  so  good. 

At  mid-July  the  leading  money  mar- 
ket funds  were  paying  interest  in  the 
9.5%  to  10%  range,  down  from  past 
rates  of  11%  in  January  or  February. 


For  the  next  two  months  or  so,  short- 
term  interest  yields  on  secunties  that 
money  market  funds  purchase  will  re- 
main close  to  current  levels.  That  is, 
six-month  CDs  will  yield  a  little  more 
than  10%,  six-month  Treasury  bills 
about  9.6%  and  six-month  Eurodollar 
deposits  about  10.7%. 

As  of  July  4,  Merrill  Lynch  Ready 
Assets — the  giant  of  all  with  $4.6  bil- 
lion of  assets — had  a  62-day  portfolio 
maturity  yielding  10.1%.  Temp  Fund 
had  $2  billion  in  assets,  a  9.9%  retum 
and  a  52-day  average  maturity.  Fidel- 
ity Daily  Income,  the  largest  money 
market  fund  not  affiliated  with  a 
broker,  had  a  yield  of  10.3%  and  a  68- 
day  average  maturity.  Reserve  Fund 
Inc.,  one  of  the  original  money  mar- 
ket funds,  had  SI. 3  billion  of  assets 
and  a  maturity  of  only  25  days.  It 
yields  9.6%. 

However,  buyers  of  money  market 
mutual  funds,  or  any  other  fixed-in- 
come fund,  should  be  aware  that  the 
return,  even  on  a  bond  fund,  is  not 
fixed  as  it  is  on  a  bond  or  a  savings 
account.  It  will  vary  with  the  market 
and  the  ability  of  the  portfolio  man- 
ager to  perform  better — or  worse — 
than  the  market. 

Therefore,  for  those  investors  who 
want  to  maximize  their  yields  over 
the  next  year  or  so,  it  is  time  to  start 
moving  out  of  money  market  funds 
and  other  short-term  investments  and 
into  longer-term  securities,  for  exam- 
ple, a  four-year  or  longer  Treasury  is- 
sue, yielding  8.7%  or  so  until  maturi- 
ty or  the  four-year  to  eight-year  sav- 
ings certificates  issued  by  a  thrift  or 
commercial  bank.  For  the  month  of 
July  these  FDIC-insured  savings  cer- 
tificates— available  for  S500  or 
more — are  offered  at  rates  paying 
8.31%  to  final  maturity.  A  new  rate — 
applicable  to  final  maturity — is  set  at 
the  end  of  July  by  the  Treasury  De- 
partment for  bank  certificates  issued 
during  August.  The  rate  changes  each 
month  for  new  purchases. 

The  relatively  high  rates  available 
on  money  market  funds  between  mid- 
19^8  and  mid- 1979  have  attracted  im- 
mense sums.  By  the  end  of  June  these 
funds  had  S26  billion  of  assets,  up 
from  S7  billion  in  mid-1978  and  S3 
billion  in  mid-1977.  As  yields  slide, 
the  outflow  will  be  heavy,  too,  as  sav- 
ers return  to  banks.  It  is  only  during 
periods  of  very  high  interest  rates  that 
the  money  market  funds  flourish, 
which  they  do  simply  because  the  au- 
thorities won't  let  the  banks  pay  com- 
petitive rates  of  interest  on  savings 
accounts.  ■ 
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WE'LL  BE  SWITCHED  ON  BY  COAL 
FOR  YEARS  TO  COMB 

Over  92%  of  our  electricity  is  generated  by  coal.  Only  1%  by 
oil.  The  rest  by  hydro  and  natural  gas.  And  we  have  coal 
supplies  located  adjacent  to  most  of  our  plants  sufficient  to 
fuel  all  present  and  planned  generating  units  for  the  life 
of  the  plants. 

Send  for  a  copy  of  the  1978  annual  report. 
Utah  Power  &  Light  Co.  Dept.  FB89 
P.O.  Box  899, 


Name 


Salt  Lake  City, 
Utah  84110  Address 
City  _ 

Utah 


State  Zip  

New  issues  of  securities  are  ottered  only  by  means  ot  Prospectus,  and  this  message  is 
I  S  light  COMPANY  neither  an  offer  to  sell  nor  a  solicitation  ot  any  offer  to  buy. 


Hie  Banks 


MONEY  &  INVESTMENTS 


The  market  valuation  of  many  bank  stocks 
would  suggest  that  investors  are  expecting 
a  disaster. 

BARGAINS  IN 
BANK  STOCKS 


By  James  H.  Farrell  Jr. 

Numerous  cham.i is 
have  been  instituted 
or  are  in  prospect  for 
the  U.S.  financial 
system:  automatic 
funds  transfer, 
NOW  accounts,  for- 
eign bank  incur- 
sions into  the  do- 
mestic market, 
competition  from 
nonbank  financial  institutions,  in- 
creased use  of  the  commercial  paper 
market  by  large  corporations  and  the 
proposed  lifting  of  interest  rate  ceil- 
ings. All  of  these  factors,  and  more, 
are  affecting  the  operation  of  banks 
and  other  financial  institutions. 

In  spite  of  these  unsettling  changes, 
1978  proved  to  be  one  of  the  best 
years  ever  for  commercial  bank  prof- 
its and,  if  results  thus  far  are  any  indi- 
cation, 1979  should  be  a  rewarding 
year  as  well.  Yet  the  current  market 
valuations  of  many  bank  stocks  would 
suggest  that  investors  are  expecting  a 
disaster. 

At  their  1974  market  lows,  the  ten 
banks  listed  in  the  table  below  sold  at 
an  average  price/earnings  ratio  of  5.4 
times  1974  earnings.  Today  they  sell 
at  6  times  estimated  1979  earnings — 
only  marginally  higher  than  at  that 
major  bottom.  In  comparison,  Sc\P's 
500  sold  for  7  times  1974  earnings  at 
its  low  and  currently  sells  at  7.9  times 
estimated  1979  earnings. 

The  well-publicized  problems  of  the 
banking  industry  in  1974  included 
substantial  loans  of  dubious  quality  to 
REITs,  tanker  owners,  developing 
countries  and  New  York  City.  Many 
banks  had  strained  liquidity  positions 
and  were  under  surveillance  by  inves- 
tors and  government  agencies.  In  an- 
ticipation of  earnings'  declines  from 

James  H  Fan-ell  Jr.  is  a  senior  vice  presi- 
dent at  Provident  Capital  Management, 
Philadelphia,  Pa 


all  these  problems,  the  ten  banks  sold 
at  a  23%  discount  to  the  S&P's  500 
P/E  multiple.  Yet  in  1975,  while  the 
earnings  of  S&P's  500  declined  by 
12.1%,  the  earnings  per  share  of  these 
ten  well-managed  banks  achieved  an 
average  increase  of  12.3%  and  only 
one  suffered  a  modest  decline. 

While  the  fear  of  a  1974-style  credit 
crunch  is  currently  resulting  in  banks 
selling  for  5  to  7  times  1979  earnings, 
most  banks  are  now  in  a  stronger  po- 
sition than  they  were  in  1974.  The 
consumer's  liquidity  has  declined  to 
new  lows  by  some  measures,  thereby 
raising  some  caution  flags  for  con- 
sumer loan  portfolios.  However,  ma- 
jor excesses  have  not  appeared  in  oth- 
er sectors  of  the  economy  as  they  did 
in  1974.  Moreover,  bank  profitability 
has  been  substantially  improved  over 
the  past  five  years.  The  average  return 
on  stockholders'  equity  for  the  ten 
banks  listed  in  the  table  has  improved 
from  13.5%  in  1974  to  16.3%  in  1978. 
At  the  same  time,  the  percentage  of 
earnings  retained  for  future  growth 
has  increased  from  63%  to  71%,  en- 
abling these  ten  banks  to  support  a 
growth  rate  of  11%  to  12%  from  in- 


ternal sources  vs.  only  8.5%  in  1974. 

In  view  of  their  impressive  records, 
their  strengthened  profitability  and 
balance  sheets,  and  with  fewer  prob- 
lems than  they  had  in  1974,  I  would 
suspect  these  banks  have  little  down- 
side risk  and  substantial  upside  poten- 
tial. My  favorites  include: 

Continental  Illinois  (29)  has  aggres- 
sively expanded  its  share  of  corporate 
loans  over  the  past  five  years  at  the 
expense  of  some  of  its  larger  competi- 
tors. Earnings  in  1979  should  be  up 
approximately  10%,  to  $4.95  per 
share,  despite  higher  costs  of  funds, 
and  should  accelerate  as  interest  rates 
decline.  Selling  below  book  value  with 
a  5.8  P/E  and  a  5%  yield,  the  stock  has 
a  lot  of  attraction. 

Rainier  Bancorp.  (26)  is  the  second- 
largest  bank  in  Washington  state  and 
should  benefit  from  the  booming 
aerospace  business  of  Seattle-based 
Boeing.  The  continued  growth  of  Se- 
attle as  a  Pacific  basin  port  should  also 
contribute.  The  bank's  five-year  rec- 
ord of  18%  annual  earnings  growth 
and  17%  dividend  growth  is  one  of 
the  best  in  the  country.  Yet  the  bank's 
stock  sells  at  slightly  below  book  val- 
ue, with  a  P/E  of  only  6. 

Western  Bancorp.  (31)  has  a  unique 
position  in  the  fastest-growing  area  of 
the  country  through  its  ownership  of 
22  banks  in  1 1  western  states.  While 
many  bankers  only  dream  of  nation- 
wide banking,  Western  already  has  a 
head  start.  After  a  33%  gain  in  earn- 
ings (to  $4.36  per  share)  in  1978,  a 
further  30%  gain  (to  $5.70  per  share) 
looks  probable  for  1979.  At  5.4  times 
estimated  earnings,  yielding  5.3%, 
and  with  a  book  value  of  $29,  the 
stock  is  an  exciting  opportunity.  ■ 


Banking's  big  ten 


While  investors  shied  away  from  bank  stocks,  these 
ten  banks  were  doing  very  well,  in  spite  of  changes 
in  the  banking  climate  and  some  past  mistakes. 


1974 


,/78 


Recent 

1979* 

1979 

low 

1975t 

book 

5-year  growth 

price 

EPS 

PE 

PE 

EPS 

value 

EPS 

div 

BankAmerica 

27 

$4.05 

6.7 

6.4 

17.2% 

$20.81 

14.9% 

9.2% 

Citicorp 

24 

4.10 

5.9 

8.3 

8.3 

25.99 

9.8 

9.2 

Continental  Illinois 

29 

4.95 

5.8 

4.2 

23.5 

31.29 

12.0 

6.1 

IP  Morgan 

48 

7.10 

6.8 

8.7 

6.2 

45.53 

8.6 

8.0 

Northwest  Bancorp 

26 

4.00 

6.5 

5.3 

13.3 

24.96 

11.2 

7.0 

Rainier  Bancorp 

26 

4.35 

6.0 

3.5 

34.2 

27.05 

18.1 

16.7 

US  Bancorp 

26 

3.95 

6.6 

4.6 

8.4 

26.04 

14.3 

5.7 

Valley  National 

26 

4.30 

6.0 

4.9 

9.0 

22.84 

14.0 

5.6 

Wells  Fargo 

29 

5.85 

5.0 

3.9 

11.4 

32.94 

16.5 

8.0 

Western  Bancorp 

31 

5.70 

5.4 

3.7 

-8.4 

29.21 

13.7 

5.1 

Ten-bank  average 

6.0 

5.4 

12.3 

13.3 

8.1 

S&P's  500 

102 

13.00 

7.9 

7.0 

-12.1 

89.25 

8.7 

8.5 

'Estimated.    tChange  from  1974. 
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lorl>CA»'  Annual 
Christmas  Bonus 


for  consumer  advertisers  W 


xjL  growing  number  of  advertisers  of  quality 
consumer  products  and  services  are  finding 
FORBES  is  the  place  to  put  their  best  wares 
forward.  In  fact,  last  year  FORBES  carried  over 
400  consumer  ad  pages.  That's  89%  more  than 
just  five  years  earlier. 

Why  the  rush  to  FORBES?  Because  first  and 
foremost,  FORBES  reaches  the  very  top  of  the 
consumer  market,  those  who  can  afford  the 
best.  Another  important  reason  is  FORBES' 
free  merchandising  package  for  consumer  ad- 


vertisers.  We  call  it  FORBES 
Plus,  and  here's  what  the  "Plus" 
means  to  you. 

By  runnning  only  a  single  page  in  FORBES  in 
1979,  consumer  advertisers  will  be  entitled  to 
run  in  one  of  FORBES'  bonus  merchandising 
publications,  either  FORBES  Respond  or 
FORBES  1979  Package  of  Gift  Ideas  for  Execu- 
tives— at  no  additional  cost.  And  if  you  run  two 
or  more  such  ad  pages,  you  can  appear  in  both 
for  free! 


FORBES  Respond  is  a  6V2  x  11 -inch  brochure 
which  contains  self-addressed  reply  cards  featur- 
ing your  consumer  product  or  service.  There 
are  three  cards  to  a  page.  The  brochure  will  be 
mailed  in  October  to  over  120,000  highly 
affluent  and  influential  executives.  20,000  will 
be  directed  to  corporate  officers  in  1,300  of  the 
largest  companies  in  America  and  an  additional 
100,000  to  FORBES  subscribers  in  the  highest 
income  zip  codes  in  the  country. 


FORBES  Respond 

Reply  card  brochure 
sent  to  120,000 
high  income 
executives 


Package 
of  Holiday 
Gift  Ideas 

Consumer  ad  booklet 
sent  to  12,000 
highly  affluent 
top  corporate 
executives 


+ 

+- 

+  ++ 
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\)    +  + 

THE  1979 

FORBES  PACKAGE 
OF  GIFT  IDEAS 
FOR  EXECUTIVES 

\*    +  +  + 
+    +  + 

The  1979  Package  of  Gift  Ideas  is  the  same 
size  as  FORBES  Magazine  and  will  duplicate 
your  consumer  ad  in  FORBES.  This  booklet 
features  holiday-oriented  consumer  advertise- 
ments to  help  executives  plan  their  gift  giving. 
This  beautifully-produced  booklet  will  be  mailed 
in  November  to  a  select  group  of  12,000  top 
corporate  executives. 


Award  winner  for  Graphic  Arts 
Excellence,  1977  and  1978 


Take  advantage  of  FORBES'  Annual 
Christmas  Bonus  for  consumer  advertisers. 
For  more  information,  fill  out  the  coupon 

and  mail  today. 


Name 
Title_ 


Company/ Agency 

Street  

City  

State  


-Zip. 
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FORBES  PLUS 
Forbes  Magazine 
60  Fifth  Avenue, 
New  York,  NY  10011 


Stock  Comment 


POWELL  shows  how  to 
prepare  NOW  for  the  new 

GOLD  BOOM 
AHEAD 

Seldom  has  the  outlook  for  a  group  of  stocks 
changed  as  dramatically  as  for  gold-mining 
shares  since  gold  prices  began  a  dynamic  recov- 
ery in  late  1976. 

Yet  despite  the  fact  that  gold  prices  have  more 
than  doubled  since  the  abyss  level  of  $103  an 
ounce  in  1976,  The  Powell  Monetary  Analyst  be- 
lieves gold  will  rise  much  further. 

But  which  gold  stocks  should  you  buy? 

We'll  rush  Powell's  Special  Report  on  eight 
gold  stocks  to  buy  now  —  plus  a  list  of  issues  to 
avoid— as  a  BONUS  with  a  NO-RISK  six-week 
( three-issue)  trial  for  just  $15. 

Better  yet,  subscribe  for  three  full  months  for 
just  $29  ( reg.  $40)  and  we'll  rush  you,  as  an 
EXTRA  BONUS,  Powell's  complete  Gold  Guide 
— a  massive  154-page  $25  volume  with  full  write- 
ups  and  buy/sell  advice  on  ALL  leading  gold, 
silver  and  other  mining  stocks. 

If  you  find  Powell  isn't  for  you,  let  us  know 
within  30  days  and  we'll  rush  a  refund  —  you 
keep  all  bonuses.  Act  now! 

I  The  Powell  Monetary  Analyst  I 

1  63  WALL  STREET,  NEW  YORK,  N.Y.  10005 

I ENCLOSE  CHECK — 30-DAY  REFUND  GUARANTEE 

□  Enter  my  NO-RISK  subscription  for  three  months  I 

at  $29  (reg.  $40)  and  rush  BONUS  report  on  gold  _ 

stocks  PLUS  $25  Gold  Guide  as  EXTRA  BONUS.  I 

I    □  Send  six-week  (three-issue)  subscription  at  $15.  I 
Rush  BONUS  report. 

'  Name  ■ 

I  Address   I 


City. 


.State. 


-Zip. 


Subscription  not  assignable  without  consent. 
N.Y.  residents  please  add  sales  tax. 
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LARGE  POTENTIAL 

CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


The  United  States  Department  of  the 
Interior  (Bureau  of  Land  Manage- 
ment) holds  non-competitive  public 
drawings  each  month  to  afford  all 
citizens  over  the  age  of  21  years  an 
equal  opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by  the 
Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  a  sum  exceeding 
$75,000.00  immediately,  plus  an 
overriding  royalty  for  possible  future 

income. 


For  further  information  on  how  you  can 
intelligently  participate  in  the  government 
sponsored  program,  contact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 
Roswell,  New  Mexico  88201 
Toll  Free  Number  800-545-7955 


Stock  prices  will  go  up,  not  because  things 
are  so  good,  but  because  they  are  so  bad. 


THE  DOW 
AT  2000 


By  Heinz  H.  Biel 


In  the  early  1950s, 
jM  one    of    the  most 

highly  respected 
technical  stock  mar- 
ket analysts  of  the 
day,  the  late  Ed  Ta- 
bell,  made  a  predic- 
tion that  shocked 
the  financial  com- 
munity and  seemed 
to  embarrass  the 
stock  brokerage  firm  with  which  Ed 
was  associated.  He  said  the  Dow 
would  rise  to  500.  This  was  far  above 
the  level  ever  seen  in  the  history  of 
the  American  stock  market.  It 
seemed  an  unattainable  dream,  and 
even  Ed's  friends  began  to  wonder. 

The  heading  of  this  column  is  not 
meant  to  be  a  prediction  a  la  Tabell.  It 
is  something  that  is  bound  to  happen, 
unless  we  manage  to  get  out  of  the 
inflationary  spiral  in  which  we  are 
caught.  The  chances  of  doing  that  are 
slim — very  slim.  Visualizing  2000  in 
the  DJI  does  not  reflect  my  optimism 
but  my  pessimism  about  the  future  of 
the  dollar. 

One  may  ask  why  the  Dow  hasn't 
reached  2000  yet,  with  all  the  infla- 
tion we  have  had  since  this  stock 
market  index  first  approached  the 
1000  mark  in  the  mid-Sixties.  We 
would  indeed  be  close  to  2000  if 
stocks  were  still  being  valued  in  the 
market  at  16  times  current  earnings, 
as  was  "normal"  in  those  years.  How- 
ever, because  long-term  interest  rates 
have  nearly  doubled  since  that  time,  it 
is  only  logical  that  the  price/earnings 
multiples  of  stocks  were  cut  in  half. 

I  doubt  that  the  P/E  ratio  of  the 
Dow,  presently  already  below  7,  can 
or  will  go  down  much  further,  except 
for  brief  periods  near  the  bottom  of  a 
bear  market.  Therefore,  if  corporate 
earnings  continue  to  keep  pace  with 

Heinz  H  Biel  is  a  lice  president  of  tlx  XVSE 
firm  ofjanney  Montgomery  Scott 


inflation,  as  they  have  so  far,  2000  for 
the  DJI  is  not  so  remote  as  it  may 
seem  at  first  blush. 

Is  there  anybody  who  does  not  love 
a  bull  market,  with  its  visions  of  sug- 
arplums and  growing  wealth?  I  wish  1 
could  look  forward  to  the  coming  rise 
in  the  stock  market  with  unalloyed 
joy,  but  I  am  afraid  stock  prices  will  be 
going  up,  not  because  things  are  so 
good,  but  because  they  are  so  bad. 

The  number  of  major  corporate 
takeovers  is  growing  at  what  appears 
to  be  an  almost  desperate  pace.  Quite 
possibly  some  of  the  prices  paid  or 
offered  are  on  the  high  side,  as  may 
have  been  the  case,  for  instance, 
when  Kennecott  bought  Carborun- 
dum, and  McDermott  acquired  Bab- 
cock  &.  Wilcox.  Bids  for  Reliance  Elec- 
tric ($72  by  Exxon),  Eltra  ($51.50  by 
Allied  Chemical)  and  Walter  Heller  In- 
ternational ($42.50  by  Midland  Bank 
of  London)  also  seem  quite  rich.  But 
what  about  the  outlandish  prices  paid 
for  Iowa  farmland  or  big  city  condo 
miniums  or  the  recent  bid  of  $1.6 
million  for  a  Matisse?  What  we  are 
seeing  here  is  not  a  rise  in  "value."  It 
is  a  flight  from  the  dollar. 

As  more  and  more  people  become 
aware  of  what  is  being  done  to  them 
by  their  elected  government,  the  fear 
of  owning  rapidly  depreciating  dollars 
will  spread.  When  individual  inves 
tors  see  the  high  prices  that  corpora 
tions — supposedly  astute  judges  of 
value — are  willing  to  pay  for  acquisi- 
tions, they  will  realize  that  there  are 
literally  thousands  of  companies  that 
are  -selling  at  a  fraction  of  their  "true 
value."  When  this  happens,  the  stock 
market  will  explode. 

There  are  untold  billions  that  at 
present  are  vulnerably  invested  in  dol- 
lars. Sooner  or  later  this  huge  pool  of 
money  is  bound  to  spill  over  into  the 
stock  market.  Where  else  can  it  go?  I 
know  that  this  has  been  said  many 
times  before  and  it  hasn't  happened 
yet.  But  now  that  the  corporations  are 
setting  the  pace  and  are  establishing 
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iew  price  standards  for  stocks,  insti- 
utions  as  well  as  individuals  are  like- 
y  to  hop  onto  the  bandwagon. 

Teledyne's  Henry  Singleton,  the 
ubject  of  Forbes'  July  9  cover  story, 
:eeps  hitting  the  jackpot.  First  he 
tands  to  make  a  bundle  on  the  take- 
over of  Eltra,  of  which  he  owns  10% . 
slow,  only  a  few  weeks  after  Tele- 
yne's  acquisition  of  an  interest  in 
tudebaker-Worthington  became 
jiown,  that  company  is  receiving 
vertures  that  have  lifted  the  price  of 
ts  stock  well  above  its  previous  peak, 
"eledyne's  biggest  gain  comes,  of 
ourse,  from  its  27%  stake  in  Litton, 
/hich  is  riding  high  once  again,  sell- 
rig  at  its  best  price  in  a  decade. 

Now  that  "conglomerates"  have  re- 
ained  a  higher  degree  of  recognition, 
t  might  not  hurt  to  take  a  closer  look 
t  Walter  Kidde  (32).  So  far,  this  cora- 
any  has  not  been  approached  by  a 
airy  godmother  with  a  takeover  bid, 
iut  Teledyne  does  own  19%  of  its 
tock.  Kidde  certainly  deserves  con- 
ideration  on  its  own  merits.  This 
/ill  be  the  ninth  successive  year  of 
ising  per-share  earnings,  yet  the 
tock  sells  at  an  unduly  modest  multi- 
le  of  5  and  at  a  sizable  discount  from 
ts  book  value,  which  should  exceed 
40  a  share  by  the  end  of  1979.  Its 
perations  are  so  broadly  diversified 
hat  only  a  deep  recession  would  have 

significant  effect  on  earnings. 

Although  there  is  no  takeover  bid 
ooming  in  the  future  of  Chase  Manhat- 
m  Bank  (39),  the  stock  has  performed 
emarkably  well  recently,  rising  to  its 
iest  level  since  1974.  It  did  so  for  good 
easons:  sharply  higher  earnings. 

The  Chase  had  been  having  a  pretty 
ough  time  in  recent  years,  suffering 
leavy  losses  on  loans  and  real  estate, 
nd  even  in  its  prestige  when  an  affili- 
ted  REIT,  bearing  the  Chase  Man- 
lattan  name,  wound  up  in  bankrupt- 
y.  The  turn  for  the  better  has  been 
inder  way  for  some  time,  but  became 
tiore  clearly  visible  in  this  year's  first 
lalf,  when  per-share  earnings  jumped 
'8%  from  $2.51  to  $4.46.  The  full  year 
low  looks  like  at  least  $9,  a  new  peak 
iy  a  wide  margin  and  up  from  $6.51  a 
hare  last  year.  There  is  ample  room 
ar  a  dividend  increase. 

As  Chase  Manhattan  is  regaining 
nvestment  stature,  the  stock's  price 
hould  continue  to  improve  in  rela- 
ion  to  earnings  as  well  as  its  book 
alue,  which  is  expected  to  be  well 
•ver  $60  by  the  end  of  1979.  ■ 


ihti  Train  is  on  vacation  //is  column  will 
Hum  next  issue 
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Choosing  a  money  market  fund  ? 
Examine  it  closely. 


Before  you  choose 
any  money  market  fund, 
Fidelity  Daily  Income 
Trust  suggests  you 
compare  these  features: 

1.  High  yield 
(Figures  are  readily 
available  from  any  fund  by 
phone). 

2.  Low  management  fee  (Ours  is 
just  3/10  of  1%). 

3.  Cost  structure  (FDIT  favors 
those  who  invest  $10,000  or 
more). 

4.  $1  share  value. 

Plus  free  checks,  no  sales 
charge,  and  no  withdrawal  pen- 
alty. Learn  more  about  these, 
and  other  features  of  FDIT  today 

FIDELITY  GROUP 

Over  $4  billion  of  assets  under  management. 


and  see  why  FDIT 
stands  out  from  the 
money  market  crowd. 

Call  Free 
.  (800)225-6190 

In  Mass.  Call  Collect  (617)  726-0650 
~  ~~  ~  ~  ~  ~  —  —  —  —  —  —  —  —  —  -i 

C^T  Fidelity  Daily 

■  Income  Trust 

P.O.  Box  832,  Dept.  JB  (1X0679 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees 
and  expenses,  please  write  or 
call  for  a  prospectus  Read  it 
j  carefully  before  you  invest  or 
I  send  money. 
I 
I 
1 


■UM... 


WW 


I  STATE  

|       Retirement  Pla 


Inlormation.  I  j  Keogh    □  403(b)  ~ 


SHRINK  YOUR 
TAX  RITE. 


I 
I 


Call  free  1-800-638-5660 
or  (301)547-2136  collect 

A  no-load  municipal 
bond  fund  with  these 
advantages: 

□Tax  Free. 

No  income  tax  for  the  IRS 
□Immediate  Liquidity. 

Call  free  or  write  a  check. 


□  Low  Minimum. 

a  psMs  little  as  $1,000  initial 
/investment. 

Name  


State. 


-Zip- 


For  more  complete  information,  including  management  fee 
and  other  charges  and  expenses,  obtain  a  prospectus 
Read  it  carefully  before  you  invest  or  send  money 
Income  may  be  subiect  to  state  or  local  taxes 

©  1 978  T  Rov*  Pnce  Associates 


ROWE  PRICE  TAX-FREE  INCOME  FUND,  INC. 


100  E.  Pratt  St  Baltimore,  Maryland  21202 
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The  market  has  run  up  more  on  fear  of 
additional  frost  than  on  fact. 

LOOKING  FOR 
A  COFFEE  BREAK 


By  Stanley  W.  Angrist 

Probably  what  of- 
ten blows  commod- 
ity traders  out  of  the 
market  more  than 
any  other  thing  is 
the  lack  of  a  consis- 
tent trading  plan — 
that  is,  the  ability  to 
stick  with  some 
kind  of  trading 
scheme  through  the 
bad  trades  in  order  to  reap  the  profits 
from  the  good  trades.  This  column 
usually  discusses  the  commodity  mar- 
kets from  the  point  of  view  of  funda- 
mentals because  of  the  time  that 
passes  between  when  the  column  is 
written  and  when  you  read  it.  But 
most  traders  are  more  comfortable  us- 
ing some  type  of  technical  trading 
tool  as  a  method  of  taking  up  posi- 
tions in  the  market,  and  for  that  rea- 
son I  would  like  to  review  one  here. 

Technical  trading  methods  run  the 
gamut  from  very  complicated  com- 
puter programs  to  methods  that  in- 
volve no  more  than  a  quick  glance  at  a 
price  chart  or  a  list  of  prices.  One 
simple  method  that  has  shown  re- 
markable consistency  is  a  trend-fol- 
lowing technique  that  goes  by  the 
name  of  the  Four- Week  Method  or  the 
Weekly  Price  Channel  Method. 

The  Four-Week  Method  has  only 
three  rules  for  a  trader  to  follow.  They 
are:  Cover  short  positions  and  go  long 
whenever  the  price  exceeds  the  high 
of  the  preceding  four  weeks;  liquidate 
long  positions  and  sell  short  whenever 
the  price  falls  below  the  low  of  the 
previous  four  calendar  weeks,-  close 
positions  and  roll  the  same  position 
forward  to  the  next  contract  month  at 
the  end  of  the  month  before  the  con- 
tract expires  or  before  the  first  notice 
day,  whichever  comes  first. 


Stanley  W:  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  the  autlx>r  of  Sensible 
Speculating  in  Commodities. 


In  order  to  use  this  trading  tech- 
nique, all  one  needs  is  price  data  that 
can  be  obtained  from  a  newspaper  or 
set  of  charts.  Stop  orders,  which  will 
put  you  into  your  position  or  take  you 
out,  can  be  entered  after  the  markets 
close  on  Friday  or  before  the  openings 
on  Monday.  These  orders  will  be  ex- 
ecuted automatically  without  any  fur- 
ther effort  on  your  part.  There  are  two 
points  to  note  about  this  method:  You 
are  always  in  the  market  either  long 
or  short;  each  position  carries  an 
automatic  stop-loss  point. 

The  disadvantages  of  the  Four- 
Week  Method  should  be  clear.  First, 
you  will  not  buy  at  the  bottom  of  a 
move,  nor  sell  at  the  top.  Second, 
stop-loss  points  are  frequently  far 
away  from  the  market  and,  therefore, 
a  substantial  amount  of  paper  profits 
can  disappear  before  you  actually  real- 
ize a  profit.  Third,  if  the  commodity 
begins  a  series  of  broad  whipsaw  ac- 
tions, you  may  be  alternately 
switched  from  a  long  position  to  a 
short  position  without  realizing  any 
profits  and,  indeed,  you  will  probably 
incur  a  series  of  losses. 

On  the  other  hand,  minor  changes 
in  trend  normally  do  not  affect  your 
basic  position.  With  this  method, 
once  a  substantial  move  has  started, 
you  cannot  miss  a  trend  in  a  commod- 
ity that  you  follow. 

An  example  of  how  this  technique 
would  work  can  be  seen  by  examining 
the  chart  below  for  the  March  1980 
coffee  contract.  Suppose  you  started 
to  follow  this  contract  toward  the  end 
of  January  using  the  Four- Week  Meth- 
od. Around  Feb.  2  you  would  have 
gone  long  as  the  price  of  this  coffee 
contract  rose  to  just  above  $1.24  per 
pound,  the  previous  four-week  high. 
Note  that  prices  immediately  backed 
off,  ultimately  reaching  SI. 18  before 
starting  upward  again.  (If  you  had 
been  stopped-out  at  that  point,  you 
would  have  realized  a  $2,250  loss  per 
contract.) 

Prices  reached  an  interim  peak 


around  May  4  at  $1.56  per  pound — 
then  backed  off  to  $1.48,  where  you 
would  have  been  stopped-out  and 
gone  short.  That  24-cent  move  would 
have  been  worth  $9,000  per  contract. 
You  would  have  given  some  of  that 
profit  back  on  your  short  position  as 
coffee  rallied  in  early  lune  and  exceed- 
ed $2  per  pound  by  the  end  of  June.  Of 
course,  this  method  would  have  had 
you  long  again  as  soon  as  coffee 
crossed  the  $1.56  point.  So  it  looks 
like  one  could  have  gotten  another  50 
cents  per  pound  ($18,750  per  contract) 
out  of  the  Four- Week  Method.  That  is 
more  than  $27,000  on  just  two  trades. 

Merrill  Lynch  has  computer-tested 
time  periods  other  than  four  weeks 
for  various  commodities.  Results  are 
reported  in  its  Commodity  division 
publication,  Channels  and  Crossover, 
published  in  February  1979. 

Now  that  you  understand  a  simple 
technical  trading  method  maybe  you 
will  want  to  apply  it  to  coffee.  Frosts 
at  the  end  of  May  are  now  estimated 
by  the  Brazilian  Coffee  Institute  to 
have  reduced  the  current  crop  (1979- 
80)  by  9%,  and  the  1980-81  harvest 
prospects  have  been  cut  some  27%. 

However,  all  estimates  of  the  coffee 
that  will  actually  be  lost  are  extremely 
rough  at  this  time.  The  market  has 
run  up  more  on  fear  than  on  fact. 
Because  of  a  lack  of  information,  oth- 
er coffee-producing  countries  have 
been  restrained  sellers.  While  another 
frost  can  hit  later  in  the  Brazilian  win- 
ter, the  higher  prices  we  are  now  see- 
ing will  certainly  restrain  consump- 
tion when  they  reach  consumers.  I 
believe  that  current  prices  have  over- 
done the  frost  damage,  and  I  would  be 
a  seller  of  the  March  contract  above 
$2  per  pound  using  some  technical 
method  to  pick  my  exact  entry  point. 
I  would  risk  no  more  than  $1,000  on 
this  trade.  Margin  on  a  coffee  contract 
is  about  $5,500.  ■ 


Brewing  a  profit 


With  the  four-week-method  and 
the  price  movements  shown  be- 
low, you  could  have  made  more 
than  $27,000  on  just  two  cof- 
fee trades. 

Cents  per  pound 
160 


140 


120 


Buy 


Sell 


Dec.    Ian.     Feb     Mar   Apr  May 

Source:  Commodity  Reward)  Bureau 
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The  sayings  of 
Chairman  Malcolm 


Everybody 
has  to  be 
somebody 
to  somebody 
tobeanyjfcdy 

.  "Age: 
It  should  be 
a  license, 
notalimitafjoa" 

"The  ultimate 
$  optimism. 
Confidence 
that  there  is 
no  next  world' 

"Never  say  die 
until  you  ve 
doner 

"People  who 
never  get 
carried  away 
should  be 

"Souls  are 
not  for 
walking  on." 


Priceless  sayings 
for  only  $5.95  4 


Here's  a  capital  gift  suggestion  for 
you  or  your  company's  business  list. 
Give  a  millionaire's  sayings  for  only 
$5.95.  It's  the  idea!  gift  for  the  capital- 
ists of  your  choice— the  new  book  by 
magazine  Editor-in-Chief  Malcolm 
Forbes:  "The  Sayings  of  Chairman 
Malcolm." 

An  answer  to  Chairman  Mao's 
Little  Red  Book,  this  volume  is  bound 
in  rich,  lucre-green  vinyl. 

It's  a  collection  of  funny,  provoca- 
tive, and  often  outrageously  punny  one- 
liners.  Quotable,  even  applicable,  glints 
of  14-karat  wisdom.  Over  a  half  a  thou- 
sand of  them— all  negotiable  at  any 
soiree,  tete-a-tete  or  business  luncheon. 
Presented  in  this  very  gift-givable  book 
subtitled:  "The  Capitalist's  Handbook!' 

You  can  order  these  priceless  say- 
ings individually  or  in  bulk  through 
your  nearest  Capitalist  bookstore  or  by 
completing  the  coupon. 


Here's  what  they're 
saying  about  "The  Sayings 
of  Chairman  Malcolm": 

Ann  Landers,  Daily  News,  New  York 

"I  just  read  your  book,  and  it  was  delicious. 
I  ate  it'.' 

Ken  Powers,  Sr.,  The  Nashville  Banner 

"Whatever  you're  doing,  stop!  Pick  up  the  tele- 
phone. Now,  start  calling  every  bookstore  in 
town  until  you  find  one  that  has  a  copy  of 
Chairman  Malcolm's  Sayings.  How  have  we 
done  so  well  for  so  long  without  it?" 

"This  little  book  is  witty,  wise,  serene,  some- 
times sober  and  at  other  times  tipsy;  but  always 
great,  terrific,  and  in  all  ways,  well  worth 
its  price!' 

Barry  Gray,  Radio  Station  WMCA,  New  York 

"I've  read  it.  and  I  recommend  it  to  you  un- 
conditionally. It  is  a  terrific  book,  with  a  thou- 
sand things  that  you'll  want  to  repeat,  and 
memorize. . !' 

John  Weisman,  Los  Angeles  Times 

"It  is  unlikely,  though  possible,  that  students 
at  the  Wharton  or  Harvard  Business  Schools 
will  wander  through  the  quad  with  this  little 
green  book  open,  memorizing  Forbes'  capital- 
istic pearls.  On  the  other  hand  maybe  they 
should!' 


If  you  cannot  find 
"The  Sayings  of 
Chairman  Malcolm" 
at  your  nearest  Capital- 
ist bookstore  (because  the 
diligent  chaps  have  already 
sold  out),  then  use  this  coupon 
to  order  one  or  more  for  yourself  or 
others.  Send  $5.95  in  check  or  money 
order,  plus  75?  for  postage  and  handling 
for  each  copy  you  order  to  Harper  & 
Row,  Mail  Order  Dept.,  No.  1235  B,  10 
East  53rd  St.,  New  York,  N.Y.  10022. 
Please  add  applicable  sales  tax. 
Enclosed  is  my  check  or  money  order  for 

$  covering  copies  of  "The 

Sayings  of  Chairman  Malcolm!' 

Name  

Address 


City 


State 


Zip 


Forbes: 
Capital  istToo! 
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INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  102-103 
of  this  issue  for 

Forbes 

Classified 


Our  country  and  your  company  de- 
pend on  new  ideas  Coliege-tramed 
minds  produce  new  ideas  And  col- 
leges need  your  help  Write  on  your 
company  letterhead  to  CFAE  tor  23 
ways  companies  can  aid  colleges 
We  can  t  afford  to  run  out  of  ideas 

Councillor  Financial  A*j  lo Education  inc  4*1° 
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future. 
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Dreams  enter  where  reason  fears  to  tread. 

!  TURBULENCE 

BENEATH 
A  DORMANT  DOW 


By  Ann  C.  Brown 


Anyone  who  has 
been  fishing  around 
in  the  stock  market 
since  the  beginning 
of  the  year  can  skip 
seeing  Jaws  III  if  and 
when  Hollywood 
decides  to  take  the 
plunge  again.  While 
the  DJI  (before  the 
substitution  of  zip- 
pier IBM  and  Merck  for  sleepy  Es- 
mark  and  questionable  Chrysler!  has 
looked  as  quiet  as  a  millpond  for  the 
past  several  months,  violent  moves  in 
individual  issues  have  lurked  below 
the  deceptively  smooth  surface.  For 
openers,  there's  Charter  Corp. — spe- 
cifically, Charter  Corp.  warrants, 
which  have  jumped  4.000%  since  Jan- 
uary on  unbelievably  heavy  trading. 
At  that  rate,  you  could  have  traded  the 
warrants,  paid  a  staggering  short-term 
capital  gains  tax  and  still  have  enough 
money  left  over  for  a  50-year  inflation 
hedge,  assuming  today's  estimated 
10%  to  12%  annual  CPI  increase  con- 
tinues into  the  next  century. 

Then  there's  the  case  of  Dynalec- 
tron  Corp.,  which  has  caught  the  eye 
of  many  a  stock  purchaser  who  finds 
the  prospect  of  processing  coal  into  oil 
too  tempting  to  pass  up.  Never  mind 
that  the  company  had  a  deficit  of  23 
cents  last  year  he  a  profit  of  38  cents 
in  1977.  Overlook  the  fact  that  Dyna- 
lectron  has  a  lot  of  competitors  seek- 
ing new  solutions  to  the  energy 
scrunch.  Ignore  the  likelihood  that  big 
profits — if  there  are  big  profits — will 
be  years  in  coming.  Dreams  enter 
where  reason  fears  to  tread,  and  inves- 
tors, suffering  from  inflation  and  frus- 
tration, are  buying  concepts  now 
more  than  ever. 
People  who  think  you  can't  make 

Ann  C  Bmun  ts  e.xecutiiv  rice  president  of  tlx 
\'eu-  lont  investment  firm  oJ'Mel/xuio.  Flynn  & 
Associates 


money  in  today's  stock  market  aren't 
playing  with  a  full  deck.  To  review  a 
few  of  many  notable  successes  since 
the  New  Year:  Dome  Petroleum  Ltd. 
(19  to  44),  Kaiser  Steel  (18  to  38), 
McMoran  Oil  &  Gas  (13  to  29),  Bur- 
lington Northern  (35  to  57),  Amerada 
Hess  (25  to  48)  and  UA  Columbia 
Cablevision  (18  to  36).  Not  to  men- 
tion realized  or  rumored  merger  and 
acquisition  companies  like  Eltra  |25 
to  50),  Fairchild  Camera  (28  to  66), 
Heller  International  1 16  to  341  and  Re- 
liance Electric  (29  to  631.  Millionaires 
have  been  created  overnight  and, 
from  where  I  sit,  it  looks  like  the  fun 
and  money  from  equity  ownership 
has  only  tust  begun. 

High  on  my  list  of  stocks  that  may 
be  well  worth  the  risk  is  Flou  General 
Inc  (22).  The  company  is  a  major 
manufacturer  of  biological  and  re- 
search products  and  does  a  lot  of  mis- 
sile defense  system  analysis  for  the 
government.  However,  the  division 
that  intrigues  me  the  most  is  Flow 
Laboratories,  which  is  currently  ex- 
perimenting with  a  process  developed 
by  MIT  enabling  scientists  to  grow 
biological  cultures  in  large  amounts — 
and  cheaply.  One  area  where  this 
technique  might  be  particularly  useful 
would  be  in  the  production  of  inter- 
feron. Natural  interferon  is  produced 
by  the  body  and  is  believed  by  a  num- 
ber of  cancer  researchers  to  stop  the 
spread  of  viruses  from  diseased  cells. 
Synthetic  interferon  has  been  pro- 
duced for  testing  purposes,  but  the 
cost  is  horrendous.  Very  possibly  Flow 
General's  technology  could  be  used  in 
the  future  for  the  economic  produc- 
tion of  interferon — if  indeed  inter- 
feron proves  to  be  an  effective  cancer 
inhibitor. 

If  there  are  too  many  "ifs"  in  Flow 
General  for  your  investing  tempera- 
ment, Supermarkets  General  (141  may 
be  more  to  your  liking.  "Pathmark"  is 
the  label  by  which  we  Middle  Atlantic 
residents  know  the  stores,  and  the 
company  is  an  aggressive  merchan- 
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liser  of  both  food  and  nonfood  items 
including  drug  and  pharmacy  items). 
»upermarkets  General  is  busy  build- 
ng  new  stores,  renovating  and  ex- 
tanding  older  ones  and  all  the  while 
eeking  to  buy  another  well-managed 
:hain.  For  the  fiscal  year  ended  last 
anuary,  the  company  earned  $1.99 
>er  share  (after  adjusting  for  an  ac- 
ounting  change).  Earnings  so  far  in 
979  have  been  decidedly  up  and  esti- 
nates  are  for  $2.50  per  share  this  year 
nd  $2.90  or  so  for  the  year  ending  in 
anuary  1981. 

Margaret  Thatcher's  win  in  the 
ecent  British  election  not  only 
iuoyed  the  spirits  of  female  politi- 
ians  everywhere,  but  also  gave  a  shot 
a  the  pipeline  to  a  lot  of  the  North 
ea  oil  producers.  One  major  benefi- 
iary  of  the  change  to  conservatism  in 
England  may  be  our  own  Texas  Eastern 
orp.  (52).  While  the  bulk  of  the  com- 
any's  profits  come  from  its  domestic 
nterstate  natural  gas  transmission, 
xcellent  growth  prospects  are  expect- 
d  from  Texas  Eastern's  sizable  oil 
osition  under  the  waters  abroad.  As 
)PEC  continues  to  play  hardball,  the 
rofits  from  Texas  Eastern's  expand- 
ig  North  Sea  production  are  expected 
a  quadruple  by  1982.  Last  year  the 
ompany  earned  $5.49  per  share,  this 
ear  it  is  expected  to  earn  $6.75  and 
7.75  looks  possible  for  1980. 

Twentieth  Century-Fox  (37)  has  been 
aving  an  attack  of  good  news/bad 
ews  lately  and,  at  the  moment,  the 
tock  price  is  down  from  its  1979 
igh.  On  the  plus  side,  The  Alien  is 
laying  to  packed  theaters  from  coast 
d  coast.  On  the  minus  side,  all  of  the 
xpenses  of  this  blockbuster  will  be 
iken  in  the  second  quarter  and  all  the 
rofits  in  the  third  and  fourth  quar- 
ts. In  addition,  the  second  quarter 
'ill  reflect  the  writeoff  of  the  less- 
lan-successful  Butch  and  Sundance: 
he  Early  Years,  and  the  sale  of  several 
lms  to  television  has  been  delayed  to 
le  latter  half  of  the  year.  Fox  Presi- 
ent  Alan  Ladd  has  announced  he  is 
:aving  to  set  up  his  own  production 
ompany  when  his  contract  expires  at 
ie  end  of  1980.  However,  I  can't  help 
ut  wonder  if  he  might  not  change  his 
lind  if  his  current  compensation  of 
early  $2  million  a  year  is  revised 
pward.  Besides,  next  year  is  release 
>me  for  the  Star  Wars  sequel  The  Em- 
Ve  Strikes  Back,  which  is  anticipated 
>  have  big  box-office  appeal.  Weigh- 
»g  all  this,  I'd  be  a  buyer  of  Twenti- 
r.h  Century-Fox,  even  if  I  have  to  sit 
uough  a  couple  of  dull  quarters  to 
itch  the  coming  attractions.  ■ 


Let  VALUE  LINE  help  you  identify 
major  stocks  that  may  provide .  . . 


Dividend  Boosts 
Of  50%  in  3  to  5  Years 


Are  you  interested  in  getting 
significantly  higher  dividend  yields?  If 
so,  here's  an  approach  that  may  in- 
terest you: 

Just  for  illustration  —  this  is  NOT  a 
recommendation  —  let's  look  at 
International  Harvester.  At  its  recent 
price  of  40,  and  with  per  share  divi- 
dends of  $2.45  estimated  by  Value 
Line  in  the  next  12  months,  this  stock 
offers  a  current  yield  of  6.1%. 

But,  looking  ahead,  Value  Line 
estimates  that  International 
Harvester's  annual  dividends  3 
to  5  years  hence  will  be  raised 
to  $5.25  —  a  13.1%  yield  on  in- 
vestment if  the  stock  were  pur- 
chased at  its  recent  price  of  40 
(Value  Line  May  4th). 

Please  note  that  Value  Line'  estimates 
of  future  dividends  may  or  may  not  be 
on  target.  They  are,  however,  based 
on  disciplined  methods  of  evaluation 
we  have  used  and  improved  for  more 
than  40  years.  Note,  too,  that  this  ex- 
ample is  not  a  recommendation  even 
though  the  stock  used  for  illustration 
does,  at  this  time,  carry  an  "above 
average"  Value  Line  rank  for  relative 
price  performance  in  the  next  12 
months. 


FUTURE  DIVIDEND  BOOSTS 

Specifically,  among  the  1700  stocks 
continually  reviewed  by  The  Value 
Line  Investment  Survey,  our  es- 
timates suggest  that  scores  of  well 
known  issues  will  increase  per  share 
dividends  50%  or  more  within  just  the 
next  3  to  5  years. 

Value  Line's  regularly  issued  full-page 


Ratings  &  Reports  on  each  of  1700 
stocks  show  you  at  a  glance. . . 

a)  The  stock's  dividends  declared 
per  share  over  each  of  the  past  15 
years. 

b)  The  stock's  average  dividend 
yield  during  each  of  the  past  1 5  years. 

c)  Estimated  dividends  per  share 
in  the  current  year. 

d)  Estimated  average  dividends 
per  share  in  the  next  3  to  5  years. 

With  this  data— which  is  available  only 
in  Value  Line  as  far  as  we  know  —  you 
can  quickly  see  where  we  believe  the 
best  opportunities  lie  to  get  unusually 
rich  future  yields  based  on  current 
stock  prices.  And  this  is  just  a  small 
fraction  of  the  help  you  will  sys- 
tematically find  in  the  Value  Line 
Survey. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  in- 
troductory 9-week  trial  subscription  to 
The  Value  Line  Investment  Survey  for 
only  $29— about  half  the  regular 
price— providing  you  or  any  member 
of  your  family  has  not  had  a  subscrip- 
tion in  the  past  two  years.  As  a  double 
bonus  at  no  additional  charge,  you 
will  receive  the  2400-page  investors 
Reference  Service  (covering  more 
than  1700  stocks)  which  will  be  up- 
dated every  week— and  the  96-page 
booklet,  "Evaluating  Common 
Stocks."  Filing  takes  less  than  a 
minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can 
quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 

Send  your  check  or  money  order 
along  with  your  name,  address  and 
mail  the  coupon  today. 


The  Value  Line  Investment  Survey  \ 

Arnold  Bernhard  &  Co.,  Inc.  711  Third  Avenue,  New  York,  N.Y. 


□  Begin  my  9-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above  Check  for  $29 
is  enclosed  (Trial  subscriptions  must  be 
accompanied  by  payment.) 

SPECIAL  EXTRA  BONUS 

A  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
—and  send  payment  now 

I  J  1  year  for  $315  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus  (There  are  no 
restrictions  with  this  annual  subscription  ) 

□  Enter  my  subscription  now  Bill  me  for 
$315  (Does  not  include  the  calculator  ) 


316D06 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT  NO 


CITY 


STATE 


ZIP 


GUARANTEE  If  dissatisfied  for  any  rea- 
son. I  may-return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid 

Subscription  tax-deductible  and  non-assign- 
able Foreign  rates  on  request  (NY  residents 
add  sales  tax.) 
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A 

blood  clot 

the  size 

of  this  dot 
can  cause 

Heart 
Attack. 


Or  a  stroke. 

Every  year,  thousands  die  because  of 
a  blood  clot.  Thousands  more  become 
disabled,  some  permanently. 

What's  being  done  to  stop  it. 

Plenty. 

We're  the  American  Heart  Association. 
We're  giving  scientists  the  chance  to  find 
out  more  about  blood  clots. 

How  to  detect  them.  How  to  treat  them. 
How  to  keep  them  from  happening. 

We're  fighting  hard.  With  new  drugs. 
New  kinds  of  treatment  Better  ways  to 
help  heart  attack  and  stroke  victims 
return  to  a  normal  life. 

And  it's  only  a  part  of  the  total  war 
we're  waging  against  the  number  one 
cause  of  death  in  this  country:  heart 
disease  and  stroke. 

But  we  can't  fight  without  your  money 
When  the  Heart  Association  volunteer 
asks  for  your  dollars,  be  generous. 

The  blood  clot  is  small,  the  problem 
is  enormous. 


Please  give  generously  to  the 
American  Heart  Association.  T. 

WE'RE  FIGHTING  FOR  YOUR  LIFE 


The  combination  of  a  relaxed  Fed  policy 
and  a  production-oriented  energy  pro- 
gram should  jazz  up  reinvestment. 

NEW  ENERGY  IN 
THE  MARKET 


By  Myron  Simons 


Since  the  fall  of 
the  Shah  of  Iran,  do- 
mestic energy  issues 
have  been  chalking 
up  spectacular  ad- 
vances. Doesn't  it 
remind  you  of  the 
days  after  President 
Eisenhower  decided 
that  we  had  to  catch 
up  with  the  Soviet 
Union  in  space?  Then,  the  skyrock- 
eted were  those  stocks  that  had  to  do 
with  advanced  science.  And  the  im- 
pact of  Sputnik  on  the  economy  and 
society  was  tremendous — and  mostly 
beneficial. 

Now,  we  have  similar  need  for  a 
major  national  effort — this  time  to 
make  ourselves  independent  of 
OPEC.  Of  course,  there  will  be  a  lot  of 
arguments  about  what  other  objec- 
tives we  as  a  nation  will  have  to  give 
up,  or  about  who  will  profit  from  our 
energy  push.  But  don't  be  discouraged 
by  the  objections.  The  drive  toward 
energy  independence  will  go  forward 
in  spite  of  them,  simply  because  our 
country  and  the  industrialized  world 
need  it  so  badly. 

The  implications  for  the  stock  mar- 
ket are  tremendous.  Most  important 
of  all,  the  effort  will  take  a  colossal 
amount  of  capital  investment.  If  we 
are  headed  for  a  recession,  a  program 
to  make  us  energy-independent 
should  be  enough  to  puil  us  back  into 
prosperity.  And  it  would  avoid  that 
overemphasis  on  stimulating  con- 
sumer spending  that  we  have  so  often 
succumbed  to  in  the  past.  The  mere 
fact  that  such  an  energy  plan  is  in  the 
works  should  keep  investors  from 
worrying  too  much  about  a  deeper- 
than-expected  recession. 

lust  to  add  an  additional  fillip  to  the 
stock  market's  potential,  the  Federal 

Myron  Simons  is  a  rice  president  of  the  NYSE 
firm  ofCowen  &  Co. 


Reserve  is  making  it  clear  that  it  isn't 
quite  so  anxious  to  fight  inflation  so 
long  as  the  economic  data  continue  to 
show  signs  of  weakness.  The  spread- 
ing of  higher  energy  costs  throughout 
our  system  will  keep  the  inflation  pot 
boiling,  but  that  has  to  do  with  OPEC 
policy,  not  with  Federal  Reserve  poli- 
cy. The  extra  outlays  for  energy  could 
make  some  problems  for  our  economy 
in  the  months  to  come  and  a  tough 
monetary  policy  would  simply  add  to 
the  burden.  Evidence  of  this  kind  of 
flexibility  on  the  part  of  the  Fed  is 
what  both  the  bond  and  stock  mar- 
kets have  been  waiting  for.  Once  the 
notion  picks  up  believers,  it  should 
produce  quite  an  explosion  in  both 
markets.  The  combination  of  a  re- 
laxed Fed  policy  and  a  production-ori- 
ented energy  program  should  jazz  up 
reinvestment  programs. 

There  are  a  number  of  ways  to  prof- 
it from  the  resurgence.  For  example, 
there's  drilling  for  oil  and  natural  gas. 
Expectations  are  that  by  the  end  of 
this  year  all  of  the  available  drilling 
equipment,  some  of  which  has  been 
idle  so  far  this  year,  will  be  in  oper- 
ation. Huglxs  Tool  (56)  is  the  world's 
largest  supplier  of  drill  bits  and  tool 
joints.  In  the  first  quarter  profits  were 
$1  a  share,  up  from  84  cents  in  that 
1978  span.  For  the  full  year  $6,  vs. 
$4.88  last  year,  looks  like  a  good  pos- 
sibility. Westbume  International  (41), 
Canada's  largest  independent  opera- 
tor of  drilling  rigs,  has  been  doing  very 
well  in  spite  of  the  fact  that  it  had  four 
rigs  in  Iran.  Earnings  for  the  fiscal 
year  "were  $6.16  (Canadian).  This  fis- 
cal year  the  company  should  get  sub- 
stantial benefits  from  its  new  whole- 
sale distribution  division.  Earnings 
could  be  up  at  least  20% . 

Parker  Drilling  (3 1 )  is  a  leading  con- 
tract driller  operating  both  in  the  U.S. 
and  abroad.  Its  earnings  for  the  fiscal 
year  ending  this  August  could  ap- 
proach $3  per  share.  As  drilling  activ- 
ity increases,  $3.85  is  a  possibility  for 
fiscal  1980. 
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When  more  coal  is  used,  new  pollu- 
tion control  devices  will  be  needed.  I 
Zum  (16)  has  experienced  some  slow- 
ness in  its  air  pollution  control  divi- 
sion because  of  confusion  about  what 
the  new  federal  regulations  would  call 
for.  But  demand  should  soon  begin  to 
accelerate.  Meanwhile,  the  water  pol- 
lution division  has  been  doing  very 
well  and  should  continue  to  do  so. 
Earnings  for  this  fiscal  year  could  be 
in  the  $2.80  range. 

Peabody  International  (22)  serves  the 
oil  and  natural  gas  industry  with  a 
variety  of  products  such  as  tubular 
goods  and  pumping  equipment  and 
with  seismic  services.  It  also  makes 
combustion  equipment,  and  in  North-  j 
em  Europe  is  the  leading  manufactur- 
er of  electrostatic  precipitators.  Its 
line  is  rounded  out  with  nondestruc- 
tive testing  equipment,  a  variety  of 
products  for  the  fluid  and  water  fields, 
and  truck  bodies  for  sewage  collec- 
tion. Clearly,  it  should  be  a  beneficia- 
ry from  any  search  for  energy.  Earn- 
ings for  the  fiscal  year  ending  Sept.  30 
are  expected  to  be  $2.85  vs.  $2.44  last 
year,  and  fiscal  1980  should  produce 
even  better  results. 

Foster  Wheeler  (24)  should  be  in  an 
excellent  position  to  take  advantage 
of  a  drive  toward  using  coal.  It  has 
done  work  on  gasification  and  lique- 
faction of  coal  and  on  fluidized-bed 
combustion.  Interestingly  enough,  the 
company  has  had  inquiries  for  new 
coal-buming  utility  power  plants,  but 
a  combination  of  environmental  prob- 
lems and  an  indecisive  government  I 
policy  have  kept  the  utilities  from  do- 
ing any  actual  construction.  That  j 
should  change,  and  the  company's  I 
backlog,  which  has  been  going  down 
recently,  should  begin  to  climb  again. 
Meanwhile,  Foster  should  earn  $2.60 
this  year,  up  from  $2.50  last  year.  Mc- 
Donnell-Douglas owns  almost  5%  of 
Foster's  stock,  but  there  have  been  no 
reports  of  contact  between  the  two 
companies. 

A  lot  of  the  things  we  have  been 
worried  about  for  a  long  time  are  now 
happening.  Crude  oil  prices  went  up 
.  even  more  than  we  feared.  A  reces- 
sion may  have  already  begun,  and  it 
will  be  complicated  by  a  slowdown  in  I 
the  rest  of  the  world,  where  energy  j 
costs  are  less  controlled.  Yet,  like  ; 
rethinking  a  nightmare  in  the  light  of  I 
day,  it  isn't  so  frightening  after  all. 
The  stock  market  usually  performs 
best  when  it  can  look  its  troubles  in 
the  face  and  can  get  a  glimmering  of 
some  way  out  of  them.  This  time 
should  be  no  exception.  ■ 


MAPCOIS 
COAL,  BUT... 


Coal  is  only  a  part  of  the  MAPCO  picture. 
This  integrated  energy  company  also 
produces  and  markets  oil,  gas  and  gas 
liquids,  operates  LPG  and  anhydrous 
ammonia  pipelines,  and  produces 
and  sells  liquid  fertilizer  and 
sonic  instrumentation  devices. 
For  a  closer  look  at  MAPCO's 
diversification  and  profitable 
growth,  write  for  our  current 
report. 

Dept.  P,  1800  S  Baltimore  Ave. 
Tulsa.  Oklahoma  74119 
SYMBOL  MDA  •  NYSE 
MWSE  •  PSE 


Get  peak  yields  plus  daily 
liquidity  with  only  $2,000. 


Here  at  theN^ptop 

you'll  find  important 
advantages 
□  High  money  mar 
ket  yields. 
□  Immediate  liquidity- \ 
no  withdrawal  penalty 
□  Toll- Free  telephone  N', 
redemption/transfer.  \ 
□  Free  check  writing. 

□  No-Load. 
No  sales  charge  or  redemption 
penalty.  You  get  these  bene- 
fits whether  you  invest 
$2,000  or  $2,000,000.  „  i 

  / 


For  current  yield,  phone  toll-free 
1-800-638-5660.  If  busy,  or  in 
Maryland,  call  collect 
301-547-2136. 

RowePrice  A6 
Prime  Reserve  Fund,  Inc. 

100  E.  Pratt  Street,  Baltimore, 
Maryland  21202. 


Zip  Code. 


For  more  complete  information,  includ- 
ing management  fee  and  other  charges 
and  expenses,  obtain  a  prospectus.  Read 
it  carefully  before  you  invest  or  send 
money. 
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Everything  is  relative. 

In  the  cool,  beautiful  language  of  mathematics,  Einstein 
demonstrated  that  we  live  in  a  world  of  relative  values. 

A  recent  story  in  the  science  section  of  TIME  Maga- 
zine, honoring  the  centennial  of  Albert  Einstein's  birth, 
demonstrated  TIME'S  own  theory  of  relativity:  that  no  sub- 
ject is  so  abstract  or  esoteric  that  it  cannot  be  made  read- 
able, understandable,  enjoyable,  even  repeatable. 

One  attribute  that  makes  TIME  unique  among  interna- 
tional news  magazines  is  its  conviction  that  responsible 
reportage  is  more  than  a  matter  of  revealing  and  explaining, 
but  is  on  occasion  an  opportunity  to  conduct  the  reader 
through  intellectual  adventures. 

TIME's  esteem  for  informed  curiosity  has  earned  it 
more  loyal  readers,  not  only  in  America  but  also  around  the 
world,  than  any  other  single  news  source. 

The  most  colorful  coverage  of  the  week. 

©Time  Inc  1979  All  Rights  Reserved 
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REAL  ESTATE 


COLORADO 
ROCKIES 

2  foothill  front  range  ranches: 

•  4,250  ACRES,  14  miles  west 
of  Loveland,  Colorado,  60  miles 
to  Denver.  Adjoins  National  For- 
est. Beautiful  tree-covered  moun- 
tain pasture  with  green  parks. 
6,000  to  8,000  ft  elevation.  All- 
weather  road.  Abundant  deer  & 
elk.  This  ranch's  unique  quality 
is  that  it  is  suitable  for  recrea- 
tion-type secondary  homes  or  it 
would  suit  for  primary  home- 
sites  because  of  proximity  to 
front  range  activity. 

•  1,920  ACRES  adjoin  the 
above  ranch.  Same  qualities, 
smaller  acreage. 

WESTERN  SLOPE 

•  9,500  ACRES  between  Vail 
&  Steamboat  Springs,  140  miles 
to  Denver,  has  government  & 
private  leases.  Beautiful  moun- 
tain tree-covered  land  with 
streams  &  lakes  for  fishing;  has 
deer  &  elk.  Summer  approxi- 
mately 1700  yearlings.  Irrigate 
approximately  500  acres.  Well 
located  for  summer  &  winter 
recreation. 

•  1,280  ACRES,  1  hour  from 
Steamboat  Springs,  similar  to 
above.  Beautiful  country  with 
good  deer  &  elk  hunting,  good 
fishing.  Adjoins  National  Forest. 
Good  irrigated  hayland. 

And  that's  not  all! 
For    information    on    these  & 
other  properties  contact  us! 

ORR  LAND  COMPANY 

4455  Harlan  Street 
Wheat  Ridge,  Colorado  80033 
(303)  424-5010 


FREE  CATALOG 

Big,  Free  Fall  1979  Catalog  describes 
and  pictures  more  than  2,600  farms, 
randies,  acreages,  recreational  proper- 
ties, business,  town  and  country  homes 
in  41  states  coast  to  coast!  Please 
specify  type  and  location  preferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th 
Kansas  City,  Mo.  641 12 

FOR  SALE 
18,900  ACRE  FARM 
IN  TEXAS,  U.S.A. 

Completely  developed,  and  irrigated. 
Lease  back  from  strong  seller  or  farm 
management  program  available.  Brok- 
er participation  invited.  $13, 000, 000 
Contact.  Mike  Justice  &  Associates 
Box  501,  Dalhart,  Texas,  U.S.A.  79022 
Phone:  (806)  249-4000  or  249-2122 


FLORIDA 
GROWTH  REPORT 

Authoritative  monthly  newsletter  pack- 
ed with  inside  information,  tips  and 
trends  about  Florida  real  estate,  con- 
struction and  investments.  For  free 
sampie  write: 

FLORIDA  GROWTH  REPORT 
P.O.  Box  011918,  Miami,  FL  33101 

732  ACRES 
FOR  SALE 
BY  OWNER 

Near  Flaming  Gorge  Recreational 
Area,  Daggett  County.  Utah.  $495,000 
or  trade  for  house  near  Houston  area. 
Owner  will  finance. 

DAVID  GRANT  STEWART 
(617)  667-4757 
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RESORTS 


ENERGY  SAVERS 


OVI.RSTRESSED, 
OCT  OF  CONDITION, 
OVERWEIGHT? 

Rejuvenate  yourself.  Vacation  at  holis- 
tic health  retreat  with  extensive  recre- 
ational opportunities.  Limited  enroll- 
ment. For  brochure: 

NORTHERN  PINES 
Raymond,  Maine  04071 
(207)  655-7624 


BOOKS  &  PERIODICALS 


CEILING  FANS 
ARE  ENERGY  SAVERS 

Nostalgia  plus  efficiency  year  round. 
Send  $1.00  (refundable)  for  catalogs 
of  the  major  brands  and  special  cus- 
tom designs. 

Ceiling  Fans  Unlimited,  Dept.  FB, 
1836  Richmond,  Houston,  TX  77098. 

FORBES  BINDERS 


MANUFACTURERS' 
REPRESENTATIVES 


BECOME  A  SUCCESSFUL 
MANUFACTURERS- 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking  for 
representatives,  the  firm's  product  line 
and  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


GAMING 


Start  Your  own 
international  Banh 

Learn  how  through  a  new  book. 

WFI  Publishing  Company 
2049  Century  Park  East,  Dept  F 
Los  Angeles.  California  90067 


SLIP  CASES 

for  a  year  of  Forbes  magazines  in 
red  and  black  simulated  leather. 
Send  $4.95  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  Pa.  19141 
(for  3  slip  cases,  send  only  $14) 


Make  Dough  .  .  .  Like  a  PRO 
in  all  Legalized  Casinos 

Place  only  4  or  5  bets 
All  numbers  are  in  your  favor  including  7 
2,  3.  4.  S.  6.  7,  8  9.  10,  11.  12 
You  win  every  roll' 


FOR  DETAILS:  M.C.  CORBIN  Dept.  F-8 
200  West  54th  Street,  Radio  City.  NY  10019 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 

REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$18.65.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $261.10.  FORBES  will  typeset  without  charge. 

DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$18.30.  Minimum  size  for  display  is  two  inches  (28 
agate  lines)  costing  $512.40.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 

FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month  pre- 
ceding date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2371 


EXECUTIVE  EDUCATION 


COLLEGE  DEGREES  BY  MAIL 

Bachelors,  masters,  doctorates. 
Legal,  inexpensive,  fast. 
Free  details. 
DR.  JOHN  BEAR 

2150  Franklin  Street,  Dept.  66076 
Oakland,  California  94612 


COLLEGE  DEGREES 

FOR  LIFE  &  WORK  EXPERIENCES 

It  is  now  possible  to  earn  a  Bachelors, 
Masters,  Doctoral  Degree  by  receiv- 
ing credit  for  Life  &  Work  Experi- 

i  ences.  Free  information,  write  World 
Wide  Consultants,  Dept.  EB-8,  Suite 

I  675,  150  South  Los  Robles,  Pasadena, 

'  CA  91101. 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS 

★  Total  paid  circulation: 
670,000 

★  306,000  are  in  top 
management  positions 

★  184,000  serve  on  their 
companies'  board  of 
directors 

★  150,000  serve  on 
boards  of  companies 
other  than  their  own 

1*619,700  own  stock. 
Average  holdings: 
$232,000 

★  Average  household 
income:  $52,600 

■*  Average  net  worth: 
$533,600 
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CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


"TOP  20" 
INTEREST  RATE 
SURVEY 

CONCISE  COMPARISON 
OF  HIGHEST  AVAILABLE 

MONEY  MKT. 
INSTRUMENT  RETURNS 

IN  N.  AMERICA 
T-BILLS-CDs-MMCs-GICs 
30  DAY  TO  5  YR  TERMS 
CURRENT  AVAILABILITY 
13.04%  AV.  ANN.  YIELD 
5  YEAR  PLACEMENT 
SUBSTANTIAL  TAX  ADVANTAGES 
MIN.  INV.  $1,000 

NORTHSTAR 

524  CHARLES  ST. 
E.  LANSING,  MICH  48823 
(517)  337-2331 


CAPITAL  TO  INVEST 

NEED  COLLATERAL??? 

Financial  Guaranties  and  packaging, 
accounts  receivable,  leasing,  letters  of 
credit,  ICC  290s,  debentures  for  man- 
ufacturing, real  estate  or  venture  cap- 
ital projects. 

BROKERS  PROTECTED 
BANCOR  LTD. 
567  San  Nicholas  Dr.,  Suite  206 
Newport  Beach,  CA  92660 
Phone  (714)  640-1633 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A 167  Forbes 
60  Fifth  Avenue 

New  York,  NY  10011 


EXECUTIVE 
FINANCIAL  SERVICES 

THE  LOAN  PRESENTATION 

Professional  packaging  available  for 
all  types  of  loan  situations.  Unique 
lending  sources  also  available.  A  prop- 
erly prepared  loan  presentation  is  the 
key  to  securing  all  the  money  you 
need.  We  are  one  of  the  largest  and 
most  respected  companies  in  this  field, 
with  a  full  staff  to  service  you. 
Free  Report: 
Diversified  Financial  Corporation 
Loan  Presentation  Dept.  43-EE-8 
1 145  Reservoir  Avenue 
Cranston,  Rhode  Island  02920 


POSITIONS  WANTED 

Vice  President  top  30  Design-Constr 
M«nH  Firm  in  Engineering  News  Rec- 
ord. Former  partner  major  multina- 
tional Arch/Eng/PIng  firm. 
Proven  record  of  continuing  success 
nationally  &  internationally  with  cor- 
porate &  institutional  clients.  Excep- 
tional marketing/management  track 
record. 

Secure  in  present  position  but  seeking 
new  challenge  in  senior  management 
of  major  corporation,  institution  or 
professional  firm. 

Reply  Box  A 1 66  Forbes,  60  Fifth  Ave., 
New  York,  NY  10011. 


BUSINESS  OPPORTUNITIES 


(Advertisement) 

$105,000  Cash  Paid 
Oil  Lease  Winner  in 
U.S Gov't  Lottery! 

Winners  Collect  Millions$$ 

New  York.  N  Y.  (Special)  Robert  E  Bennett 
of  Rhode  Island  wrote  to  us  for  free  informa- 
tion and  entry  cards  on  the  U  S.  Gov't.  Lottery 
for  Oil  &  Gas  Lease  Rights,  and  the  third  time 
he  entered  he  won!  Collected  $105.000 cash  for 
rights  to  his  parcel,  PLUS  he  also  will  collect 
royalty  payments  for  all  oil  pumped  from  the 
land  You  too  could  be  a  big  winner  in  this  little- 
known  U.S.  Lottery  Millions  of  dollars  have 
been  paid  for  leases — hundreds  of  winners  ev- 
ery month.  Any  U  .S.  citizen  age  21  or  over  can 
enter  for  a  tax-deductible  $  10  government  fee 
For  FREE  REPORT.  Official  Entry  Cards. 
Parcels  to  be  drawn .  write  to:  Energy  Group  of 
America.  3308  Empire  Slate  Bldg  .  Dept  F08. 
New  York.  N  Y  10001 


INDUSTRIAL 
MANUFACTURING  LICENSE 

27  Licensees  now  exist  interna- 
tionally. We  seek  only  qualified 
applicants  who  enjoy  the  allure 
of  manufacturing.  Virtually 
competition-free  business  secured 
by  machinery,  training  and  long 
term  support.  Investment  of 
$137,500.  Company  scrutiny  is 
considerable  and  very  much  in 
depth.  Several  choice  areas  re- 
main to  be  awarded. 

Call  or  write,  Mr.  Faircloth 
North  American  Carbide  Corp. 

2950  So.  Umatilla 
Englewood,  CO  801 10 
1-800-525-8385 


CORPORATE  VEHICLE 
AVAILABLE 

Washington  (1959)  corporation,  520 
shareholders,  three  year  certified  aud- 
its, cash  assets,  no  liabilities;  ready  to 
12'g),  need  1MM  assets  and  250M  S/E 
for  NASDAQ  listing,  80%  control 
available  to  principals  in  gas,  oil,  coal 
or  energy  business  willing  to  merge. 
Write 

OLYMPIC  GAS  &  OIL,  INC. 

P.O.  Box  1705 
Santa  Rosa,  California  95402 
or  call  Mr.  Polke  (707)  545-4577 

MU  FFLER 
FRANCHISE  OPPORTUNITY 

Discover  Meineke's  new  concept 
in  inventory  control,  pricing,  and 
selling.  Write  or  Call: 
Meineke  Discount  Muffler  Shops,  Inc. 
6330  West  Loop  South  (Suite  103) 
Bellaire,  TX  77401.  Toll  Free  (800) 
231-6697.  Texas  Residents  call 
D.A.  Kraft— collect  (713)  661-0414. 


BIG  OIL  MONEY 

PLUS  TAX  BENEFITS 


The  U.  S  Go», 
a  little  kno, 
21  and  a 


5ll  I 


>itti 


you  can  compete  v 
oil  companies  for  this  federal  land 
A  $25.  IT..  Deductible)  fee  could 
bring  you  as  much  as  $75,000  immed 
itely  plus  future  payments.  Write 
Dept.  FF  or  call  1  1800)  528-6050. 
-j  Ext  321 

F.  MILLIGAN.  INC.  Drawer  3408.  Boulder.  CO  80307 


START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

Start  with  GIFTIME'S  fabulous  col- 
or catalog  of  giftware  &  novelty  items 
all  dropshipped  for  you.  No  packing 
or  shipping.  Energy  crisis  points  to  big 
year  ahead.  Free  catalog  &  details 
from  GIFTIME,  Inc. 
Dept.  FB,  4700  Wissahickon  Ave. 
Philadelphia,  PA  19144 
(215)  842-1400 


BUSINESS  OPPORTUNITIES 


GBS 


FEEL  LIKE  YOU'RE  JUST 
MARKING  TIME  IN  A 
DEAD-END  JOB? 

Are  you  as  successful  as  you 
want  to  be?  Do  you  love  your 
work?  Find  out  about  a  Gen- 
eral Business  Services  business 
counseling  franchise.  For  a 
$15,000  franchise  fee,  we'll 
give  you  all  the  training  you 
need  to  start  your  own  coun- 
seling business. 

If  you  qualify,  you  can  get  a 
GBS  franchise  in  almost  any 
city,  large  or  small. 

Sound  like  the  break  you've 
been  waiting  for?  Call  or  write 
for  more  information  today: 
Mr.  Robert  Turner,  V.P. 
Field  Development 
Department  F-N-8 
General  Business  Services,  Inc. 
The  GBS  Building 
51  Monroe  Street 
Rockville,  MD  20850 
Or  call  toll-free: 
(800)  821-7700,  ext.  830 


WIN  OIL  RIGHTS! 

Tax  deductible  filing  fee  of  $25  00  puts 
you  in  line  to  win  an  oil  lease  with 
possible  value  up  to  $100,000.  It's  a 
lottery  run  by  an  agency  of  the  U.S 
Gov't.  Open  to  all  U.S.  citizens  21  years 
and  older  For  free  information  write: 

STRATA  SEARCH,  INC.  DEPT.  MR 
P.O.  BOX  21186 
DENVER,  COLORADO  80221 

OR  CALL  TOLL  FREE: 
1-800-327-9191  EXT.  460 


AUTOMOBILES 


Choose  from  400  New 
'79  Cadillacs 

We  have  all  models  and  colors 
plus  40  demos  that  will 
save  you  extra  dollars. 
Dalgleish  Cadillac  has  one  of  the 
lowest  sticker  prices 
in  the  U.S.A. 
Before  you  buy  any  Cadillac, 
anywhere,  anytime,  call  or  see: 

DALGLEISH 
CADILLAC 

6160  Cass  Ave.,  Detroit  48202 
near  the  G.M.  &  Fisher  Bldgs. 

"Michigan**  Largest  Cadillac  Dealer" 

Phone  (313)  875-0300 

Call  Al  Kline  or  Gene  Schultz 


SAVE  $$$$  ON  NEW  1980  CARS 

Buy  at  Detroit  prices — save  on  freight, 
too!  Full  factory  warranty.  Call  toll 
free  (800)  521-7257  for  computer  print- 
out price,  or  mail  make  &  model  to: 

BONDED  BROKERS 

2547-S  Monroe  Blvd. 
Dearborn,  Michigan  48124 

(313)  565-5577.  Specializing  in  Lincoln, 
Mercury,  Ford  &  other  "Big  3"  makes. 


SHARING 


IS  CARING 


Not  merely  what  we  do,  but  what 
we  try  to  do  and  why,  are  the 
true  interpreters  of  what  we  are. 
C.H.  Woodw  ard 


A  man  is  a  lion 
for  his  own  cause. 
Scottish  Proverb 


Genius  is  patience. 
George  de  Buffon 


Nothing  is  so  impudent  as  Success 
— unless  it  be  those  she  favours. 
James  Robinson  Planche 


To  get  along,  you  must  go  along. 
Sam  Rayburn 


I  made  my  fortune  by  being  able 
to  spot  a  certain  kind  of  man. 
Ay\  Rand 


A  Text . . . 

Beloved,  I  wish  above 
all  things  that  thou 
mayest  prosper  and  be 
in  health,  even  as  thy 
soul  prospereth. 
Ill  John  2 


Sent  in  by  Steadman  S.  Jackson,  Sarasota, 
Fla.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


The  mariner  of  old  spoke  thus 
to  Neptune  in  a  great  tempest, 
"O  God!  Thou  mayest  save  me 
if  thou  wilt,  and  if  thou 
wilt  thou  mayest  destroy  me; 
but  whether  or  not,  I  will 
steer  my  rudder  true." 
Michel  de  Montaigne 


Genius  is  mainly 
an  affair  of  energy. 
Matthew  Arnold 


Thoughts 

on  the  Business  of  Life 


Success  is  not  a  matter  of  luck. 
It  is  mainly  a  matter  of,  first, 
work;  second,  work;  third,  work — 
with,  of  course,  a  plentiful 
mixture  of  brains,  foresight  and 
imagination.  Remember  also, 
that  genius  is  most  times  the 
fruit  of  hard  work — well- 
directed  and  long  visioned. 
B.C.  Forres 


There  is  nothing  more  fearful 
than  imagination  without  taste. 
Goethe 


One  of  the  strongest 
characteristics  of 
genius  is  the  power  of 
lighting  its  own  fire. 
John  Foster 


One  good  head  is  better 
than  a  hundred  strong  hands. 
Thomas  Fi  ller 


Genius  has  been  defined 
as  a  supreme  capacity  for 
taking  trouble.  It  might 
be  more  fitly  described  as 
a  supreme  capacity  for 
getting  its  possessors  into 
trouble  of  all  kinds  and 
keeping  them  therein  so  long 
as  the  genius  remains. 
Samuel  Butler 


Good  luck  beats  early  rising. 
Irish  Proverb 


More  than  3.000  "Thoughts.''  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Avenue.  New  York. 
NY.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


To  have  too  much 
forethought  is  the  part 
of  a  wretch;  to  have  too 
little  is  the  part  of  a  fool. 
Richard  Cecil 


Nothing  will  give  permanent 
success  in  any  enterprise 
of  life,  except  native 
capacity  cultivated  by 
honest  and  persevering  effort. 
Genius  is  often  but  the 
capacity  for  receiving  and 
improving  by  discipline. 
George  Eliot 


Most  of  us  don't  recognize 
opportunity  until  we  see  it 
working  for  a  competitor. 
Jay  Huenfeld 


There  are  no  astonishing  ways 
of  doing  astonishing  things. 
All  astonishing  things  are 
done  by  ordinary  materials. 
Benjamin  R.  Haydon 


We  should  manage  our  fortune 
as  we  do  our  health — enjoy 
it  when  good,  he  patient  when 
it  is  bad,  and  never 
apply  violent  remedies 
except  in  an  extreme  necessity. 
La  Rochefoucauld 


When  fortune  means  to  men 
most  good,  she  looks  upon  them 
with  a  threatening  eye. 
Shakespeare 


The  riders  in  a  race  do  not 
stop  short  when  they  reach  the 
goal.  There  is  a  little 
finishing  canter  before  coming 
to  a  standstill.  The  canter  that 
brings  you  to  a  standstill 
need  not  be  only  coming  to 
rest.  It  cannot  be,  while  you 
still  live.  For  to  live  is 
to  function.  That  is  all 
there  is  to  living. 
Oliver  Wendell  Holmes 


The  crane  that  waited  for 
the  sea  to  sink  and  leave  dried 
fish  to  feed  him,  died,  I  think. 
Hindustani  Proverb 
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(We  need  your  opinion) 

A  system  with 
remote  for  less 
than  the  other 
people  charge 
for  just  a 

telephone  g 
answering 

machine 


This  ad's  a  test.  A  kind  of  consumer  survey. 
With  a  special  Free  Offer.  To  see  if  the  low  price 
of  the  new  Call  Jotter  remote  telephone  an- 
swering system  can  turn  one  of  the  biggest 
selling  business  items  into  one  that's  success- 
ful with  consumers,  too. 

Ordinarily,  information  like  this  comes  from  a 
consumer  panel.  Focus  groups.  But  the  man- 
ufacturer wasn't  about  to  commit  for  the  enor- 
mous sum  reguired  based  on  talk.  He  wanted 
facts.  And  came  to  us,  as  one  of  the  largest  mail 
merchandisers,  for  help.  Because  orders  are 
facts  he  could  acton. 

Quality  Features 

For  our  part,  we  tested  the  Call  Jotter 
thoroughly.  And  can  teil  you  it's  exceptionally 
well  made.  (It  has  to  be  to  get  our  guarantee.) 
With  solid  state,  microprocessor  technology 
and  plug-in  simplicity.  It's  F.C.C.  approved.  And 
delivers  the  freedom  and  convenience  you  get 
with  systems  selling  for  $299.95 — which  is  the 
going  price,  as  you  know,  for  remote  telephone 
nswering  machines. 

One  thing  we  did  tell  the  manufacturer: 

nething  extra  should  be  given  to  those  who 
••cipate  in  this  test.  He  agreed.  So,  you'll 
;ive  with  your  order  a  FREE  professionally 

corded  tape  that  answers  and  records  30 
--sages ...  a  FREE  blank  tape  for  recording 
-  own  messages  or  for  when  you're  using 

-  machine  as  a  cassette  recorder  and  player 
. .  plus  a  FREE  adapter  for  connecting  the  Call 

itter  to  your  telephone  jack. 

.1  Extraordinary  Convenience 

Now,  we  ask  you,  how  much  would  it  be 
worth  to  you,  to  your  wife,  even  your  teen-age 
children  to  never  miss  or  worry  about  a  phone 
call  again?  And  to  get  your  messages  without 
having  to  wait  until  you  get  home — from  any 
phone,  anywhere  in  the  world.  Resetting  the 
nachine  to  take  30  more  messages  by  touch- 
1  a  button  on  the  Tele-Key  remote  control. 
Df  course,  you'll  use  your  Call  Jotter  to  an- 
er  the  phone  when  you're  working  outside 
id  when  you're  in  a  part  of  the  house  where 
sre's  no  telephone. 

How  much  would  you  spend  for  an  answer- 
j  machine  when  the  phone  rings  and  you're 
up  on  a  ladder  painting  the  house?  It's  true — 
isn't  it — the  phone  always  seems  to  ring  at 
exactly  the  wrong  time.  Like  the  critical  moment 
in  your  favorite  show  and  whenever  you're  tak- 
ing a  nap. 


Get  your  message  frorr. 
any  phone  anywhere  in 
the  world. 


Think  of  the  time  you've  spent  just  waiting  for 
someone  who's  promised  to  call.  And  what 
value  do  you  place  on  your  privacy ...  on  work- 
ing without  interruption? 

Because  your  Call  Jotter  has  a  monitoring 
system  that  lets  you  listen  without  answering, 
you  can  go  back  to  what  you  were  doing  the 
instant  you  know  it's  a  nuisance  call  or  for 
someone  who's  out  of  the  house.  Naturally,  you 
can  take  any  call  that's  important. 

Two  For  The  Price  of  One 

For  additional  value,  Call  Jotter  works  with  a 
single  cassette,  like  a  pocket  recorder  or  dictat- 
ing machine,  so  you'll  use  it  to  listen  to  your 
favorite  tapes  and  for  recording  your  own 
tapes,  for  dictating  letters  and  memos  to  be 
transcribed  at  the  office. 

Save  $130.00! 

You'll  use  your  Call  Jotter,  then,  when  you're 
away — whether  it's  running  to  the  corner  store 
or  spending  a  month  in  Europe. 

Still — we  agree,  you  probably  wouldn't  want 
to  spend  $299.95  for  something  that  isn't  busi- 
ness related.  With  Call  Jotter,  though,  you  save 
$130.00!  And  that's  a  different  story. 

At  $169.95  (plus  $4.35  shipping  and  han- 
dling) Call  Jotter's  the  lowest  priced  remote 
telephone  answering  machine  you  can  get. 
(Without  the  remote,  it's  even  less,  only  $99.95 
plus  $4.35  shipping  and  handling.) 

Now,  we  invite  you  to  discover  the  conve- 
nience and  freedom  it  brings — especially  if 
you're  an  active  family — without  risking  one 
cent. 


You  can  order  either  model  with  any  national 
credit  card  simply  by  calling  the  toll  free  number 
below  at  any  time.  If  you  prefer,  send  your 
check  to  Douglas  Dunhill  at  the  address  below. 
(Illinois  residents  are  reguired  to  add  the  sales 
tax.) 

Call  800-621-5554 

Illinois  Residents  Call  800-972-5858 
In  operation  24  hours,  7  days  a  week 

Remember,  the  low,  down-to-earth  price  in- 
cludes the  Tele-Key  remote  control  and  the  two 
FREE  tapes  plus  the  FREE  adapter  that  fits 
your  telephone  jack.  (If  you  don't  have  a  phone 
on  a  jack,  the  telephone  company  will  install 
one  for  a  modest,  one  time  charge  when  your 
system  arrives.) 

You  Must  Be  Satisfied 

Use  your  Call  Jotter  for  30  days.  If  you're  not 
completely  satisfied  return  it  to  us  for  a  com- 
plete refund,  no  guestions  asked.  Simply  use 
the  carton  it  comes  in  and  follow  the  simple 
procedure  in  the  directions  we  send  you. 

If  this  test  is  successful,  the  manufacturer  will 
go  into  full  production  and  you'll  be  seeing  the 
unit  in  stores  everywhere  in  six  to  nine  months. 
You'll  have  played  a  part  in  this  success — for 
which  we  thank  you.  Meanwhile,  we'll  be  filling 
orders  while  we  can  from  the  supply  on  hand. 


Approved  for  connection  in  accordance  with  tele- 
phone company  filed  F.C.C.  regulations 
Uses  standard  60-minute  cassettes 
Plugs  into  any  phone  on  a  jack  with  adapter 
supplied  free 

Dynamic  microphone,  full  fidelity  speaker,  push- 
button tape  controls,  call  light,  recorder-player 
operates  on  standard  A  C.  current 
Tele-Key  complete  with  9V  battery  for  remote  con- 
trol from  any  phone  anywhere  in  the  world  (2"  x  3" 
x1" — 4  02.) 

Hi-fi  styling.  Black  and  walnut  color.  Just  9Vz"  x 
101/2"x2%" 


The  convenience  and  freedom  you  want . 
the  price  you've  been  waiting  for. 
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Announcing 
Standard  &  Poor's  *22.50  Bonus 

to  Investors! 


THE  S&P  "500"  STOCK  MARKET  ENCYCLOPEDIA 

The  Results  of  Standard  &  Poor's  Multi-Million  Dollar  Research  Over  The  Years  Into  The  Investment 
Merits  of  The  Widely  Traded  Common  Stocks  Included  in  The  Famous  S&P  Index.  Published  in 
ONE  comprehensive,  easy-to-use  500-page  volume  that  includes  latest  available  Annual  Reports 
information.  This  one-volume  investor  guide  to  stocks  and  possible  stock  market  profits  represents 
an  extraordinary  publishing  achievement.  Comprehensive  reports  on  500  of  the  most  widelv 
stocks... tens  of  thousands  of  important  investment  facts  that  answer  practically  any  question 
regarding  a  stock. .  .500  individual  stock  charts. .  .only  available  directly  from  Stand  d  &  Poor's.  You 
can  now  own  this  remarkable  $22.50  ENCYCLOPEDIA  and  profit  from  its  use  withot  |  paying  a  single 
penny  for  it,  when  you  accept  a  6-week  $15  trial  to  Standard  &  Poor's  famous  weekly  Investment 
Service,  The  OUTLOOK!  What's  more,  if  at  any  time  you  feel  you  are  not  getting  many  times  your 
money's  worth  from  the  weekly  OUTLOOK,  cancel  it,  receive  a  prompt  refund  on  the  unused  portion 
of  your  trial,  and  keep  the  ENCYCLOPEDIA  regardless. 


YOUR 
BOOTTS 

Investors  Have  Paid  $22.50 
For  This  ENCYCLOPEDIA 


over  the  years 


PARTIAL  CHECKLIST  OF  VALUABLE  CONTENTS 


Company's  fundamental  How  much  profit  per  dollar 

position  of  sale 

Products  and  services  supplied  Current  assets  and  current 

Profit  picture  over  the  years  liabilities 

Profit  potentials  for  the  future  What  is  capitalization 

Stock's  market  performance  Recent  developments 


Trading  volume  of  stock 
Comprehensive  dividend  data 
Current  outlook  and  prospects 
for  leading  stocks 

...and 

Much,  MUCH  MORE! 


affecting  company 


There  is  only  one  thoughtful  choice. 
There  is  only  ONE  Standard  &  Poor's. 

MAIL  COUPON  TODAY  mm  »m  urn  am  mm  mm  mm  mm  am  mma 

gOKmWmV  BZ9  —  4FON34 

^Smwmw    Standard  &  Poor's  Corporation 
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Please  enter  my  tax  deductible  6  week  Trial  Subscription  to  the  weekly 
OUTLOOK  and  bill  me  only  $15.  Include  the  $22.50  BONUS  STOCK 
MARKET  ENCYCLOPEDIA  OF  THE  S&P  "500"  at  no  extra  cost! 
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On  June  29,  1979,  BancOhio  consolidated  40  of  its  subsidiary 
banks  to  become  BancOhio  National  Bank,  the  largest  and 
only  statewide  bank  in  Ohio.  It  was  the  largest  number  of 
Danks  to  merge  in  U.S.  history.  The  Ohio  State  Bank  of 
Columbus  will  remain  a  separate  bank  and  BancOhio 
Corporation  continues  to  be  a  multibank  holding  company. 

The  new  BancOhio  National  Bank  means  greater  strength, 
improved  efficiency,  and  convenient  state-wide  accessibility. 
Everything  you'd  expect  from  the  biggest  bank  in  Ohio. 

•  A  $25  million  lending  limit. 

•  State-wide  trust  and  investment  offices. 

•  State-wide  banking  at  215  offices. 

•  Around-the-clock  banking  state-wide  at 
78  AnytimeBank R  machines. 

•  $4.2  billion  in  assets. 


SENIOR  MANAGEMENT 

Chairman's  Office 

Robert  G.  Stevens,  Clxairman  and  Chief  Executive  Offit  <  < 
Brooks  P.  Julian,  President  and  President  —  Southern 

Bankirig  Group 
Kenneth  R.  Murray,  President — Columbus  Region 
Willis  I.  Else,  President  — Northern  Banking  Group  and 

President  —  Akron  Region 
Alan  D.  Johnson,  President— Investment  arid  Trust  Group 
John  L.  Burgoon,  Senior  Vice  President  and  Secretary 

CONDENSED  STATEMENT  OF 
CONDITION  June  30, 1979 

Assets  (in  thousands) 

Cash  and  due  from  banks  $  457,171 

Investment  securities   1,191,467 

Loans  —  net  of  reserve  for  loan  losses   2,375,65} 

Banking  premises  and  other  assets   236,212 

Total  Assets  $4,260,503 


Liabilities  and  Shareholders'  Equity 

Deposits: 

Demand  $1,012,309 

Savings...  :  . .  :>,v.V   1,137,919 

Time   1,325,511 

Total  de  posits   3,475,739 

Other  liabilities   522,230 

Shareholders' equity     262,534 

Total  Liabilities  and  Shareholders'  Equity .  .  .  $4,260,503 


Senior  Administrative  Officers 

Donald  W.  Nelson,  Senior  Vice  President  ^-Marketing 
Group 

Dan  L.  Huffer,  Senior  Vice  President  — Financial 

Planning  and  Control  Group 
Robert  M.  Edwards,  Senioi  Vice  President  and 

Assistant  Secretary  —  Legal  and  Development  Group 
C.  Robert  Stalter,  Senior  Vice  President 

Operations  Group 
Charles  R.  Hoskins,  Senior  Vice  President  -Human 

Resource  Group 
Charles  E.  Adams,  Vice  President  arid  Auditor  — 

Audit  Group 

Raymond  R.  Steen,  Vice  President— Administrative 
Services  Group 

Regional  Presidents 

Kenneth  R.  Murray,  Columbus  Region 
Robert  N.  Bare,  Southwestern  Region 
Earl  W.  Palm,  South  Central  Region 
David  L.  Ott,  Southeastern  Region 
Willis  1.  Else,  Akron  Region 
Frank  B.  Fisher,  Cleveland  Region 
David  V.  Lakes,  hlortheastem  Region 
R.  Duane  Lillibridge,  Northwestern  Region 

BancOhio 


National  Bank 


BancOhio  National  Plaza 
1 5  5  East  Broad  Street 
Columbus,  Ohio  43265 
614  463-8100 

Member  FDIC 

C  1979  BancOhio  Corporation 

C[t  Registered  service  mark  of  BancOhio  Corporation 


On  the  Big  Board 
NICOR  is  known  as  GAS'. 
You  should  know  us  as 
The  Basic  Energy  Company' 


What's  a  NICOR? 

We're  the  corporation  with  revenues  of 
$1 .2  billion  that's  getting  down  to 
basics  in  energy.  Basic  energy  sources 
like  coal,  oil,  uranium,  and  natural  gas. 
Northern  Illinois  Gas  is  our  major  sub- 
sidiary. It's  the  fifth  largest  natural  gas 
distribution  company  in  the  nation. 
And  one  of  the  most  efficient.  Our  cus- 
tomer-to-employe ratio  is  the  best  of 
any  known  gas  distribution  company 
in  the  nation  while  distribution  expense 
per  customer  is  among  the  lowest  in 
the  industry. 

But  gas  distribution  is  just  one  of  our 
basic  energy  activities. 

Onshore  and  offshore,  we're  into 
exploration 

Our  subsidiaries  participate  in  oil  and 
gas  exploration  projects  all  the  way 
from  Belize,  up  to  offshore  Texas  and 
Louisiana.  And  through  the  lower 
48  states,  into  Canada  and  out  to 
offshore  Alaska. 

Coal:  Leasing,  mining  and 
gasification 

NICOR  Minerals  controls  about  one 
billion  tons  of  recoverable  coal  in 
Illinois.  NICOR  Mining,  another  sub- 
sidiary, has  entered  into  a  joint  venture 
to  mine  a  portion  of  those  reserves. 
And  our  Mid-Continent  Gasification 
subsidiary  is  a  participating  member 
of  the  Illinois  Coal  Gasification  Group 
working  on  the  first  phase  of  a  coal 
gasification  demonstration  plant. 

Drilling  rigs  and  equipment 

These  newly-acquired  assets  are  en- 
gaged in  contract  drilling  for  other  oil 
and  gas  producers. 


New  energy  ventures 

In  today's  modern  era  the  proven, 
efficient  energy  company  is  best  suited 
to  lead  the  way  in  coming  years.  That's 
why  you'll  find  a  NICOR  subsidiary  in 
the  Overthrust  Belt  of  the  Rocky 
Mountains. 

You'll  find  a  NICOR  subsidiary  work- 
ing with  an  industry  association  to 
subsidize  research  into  "exotic"  en- 
ergy sources.  Extracting  hydrogen 


NICOR 

The  Basic  Energy  Company 


from  water,  converting  marine  biomass 
to  methane  and  tapping  geo-pressur- 
ized  zones  where  trillions  of  cubic  feet 
of  natural  gas  lie  trapped  in  brine. 

Energy's  basic  to  NICOR  and 
NICOR's  basic  in  energy 

We're  the  basic  energy  company  now. 
And  we'll  be  basic  in  energy  in  the 
future.  Whatever  that  energy  is.  For 
more  information,  write  J.  M.  Quigley, 
Financial  Vice  President  and  Secre- 
tary, NICOR  Inc.,  Box  200,  Dept.  FB-6, 
Naperville,  IL  60540. 
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A  touch  of  the  poet 

In  reporting  the  cover  story  ("The  water 
crisis:  It's  almost  here"),  which  begins 
on  page  56,  Associate  Editor  Kathleen 
Wiegner  visited,  among  many  other 
places,  Gillette,  Wyo.  Wiegner,  who 
works  out  of  our  Los  Angeles  bureau,  is  a 
published  poet  in  addition  to  being  an 
accomplished  business  writer.  There  is  a 
touch  of  poetry  in  the  impressionistic 
account  she  sent  us  describing  her  visit 
to  Gillette.  We  thought  you  would  like  to 
read  it: 

The  way  you  come  to  best  understand 
the  latest  "war"  currently  going  on  in  the 
West  is  to  drive  the  103  miles  from 
Sheridan,  Wyo.  to  the  town  of  Gillette  in 
the  northeast  corner  of  the  state.  To  the 
west,  the  Big  Horn  Mountains  cut  south 
in  a  blue  line  along  the  continental  di- 
vide. For  a  while  Interstate  90  runs  paral- 
lel to  the  old  Bozeman  Trail  where,  in 
the  late  1800s,  the  stage  ran  north  to  the 
goldfields  of  Montana.  The  highway 
passes  near  the  town  of  Buffalo  (named 
not  for  the  famous  animal  of  the  plains 
but  by  a  man  from  Buffalo,  N.Y.  who 
won  the  lottery  held  by  settlers  to  see 
who  should  have  the  honor  of  naming 
the  town). 

Further  east,  Powder  River  (which 
only  outsiders  ever  refer  to  as  "the"  Pow- 
der River)  winds  its  way  south  from 
Montana,  the  same  Powder  River  where 
the  great  range  wars  among  the  big  cattle 
ranchers,  small  farmers  and  settlers  were 
fought  generations  back.  Even  today  peo- 
ple will  tell  you  that  Powder  River  "is  a 
mile  wide  and  an  inch  deep;  too  thick  to 
drink,  too  thin  to  plough."  They've  been 
saying  that  for  100  years  or  more.  It's 
also  true. 

Drive  55  mph  and  even  ancient  pickup 
trucks  pass  you  in  a  cloud  of  summer 
dust.  The  Old  West  is  alive  on  Interstate 
90  and  the  federal  speed  limit  a  dead 
letter. 

Rodeos  are  still  important  events  in 
Sheridan  and  Cheyenne  and  radio  sta- 
tions never  heard  of  disco — just  the  lat- 
est Eddie  Rabbitt,  Hoyt  Axton  and  a  dash 
of  Dolly  Parton.  The  Old  West  is  alive 
and  well  on  the  road  to  Gillette. 

The  "new"  West  springs  up  as  you 
approach  Gillette.  House  trailers  and  mo- 
bile homes  sprawl  across  the  low  brown 
hillsides,  alongside  new  housing  develop- 
ments, motels,  fast-food  chains  and 
shopping  centers.  For  years  this  once- 
agricultural  community  of  3,500  people 
knew  it  was  sitting  on  top  of  perhaps  the 
single  largest  coal  deposit  in  the  world — 
a  strip  of  coal  150  feet  deep  at  some 
points,  80  miles  long  and  from  20  to  30 
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Can  coal  be  carried  from  Gillette? 

miles  wide,  wider  than  the  mighty  river 
of  the  East,  which  put  the  poor  Powde 
to  shame.  Still,  until  a  few  years  age 
nobody  got  too  excited. 

But  today  we  have  an  energy  crisis 
and  Gillette  has  a  population  of  17,000 
four  working  coal  mines,  59  stoplight! 
running  down  Main  Street  and  sever 
handball  courts.  Prosperity  has  come  tc 
Gillette,  but  so  has  urban  sprawl  and  s 
housing  shortage  (30%  of  the  people  stil 
live  in  trailers),  and  coal  trains  as  well  as 
grain  and  cattle  cars  clatter  through  towr 
day  and  night. 

Gillette  has  always  been  short  of  wa- 
ter, and  now  it  is  being  asked  to  give  up 
what  little  water  it  has  "in  the  national 
interest."  Some  people  feel  the  watei 
might  be  better  used  for  the  herds  ol 
cattle  and  sheep  that  have  been  Wyo- 
ming's primary  industry  long  before  the 
black  gold  boom. 

Getting  sentimental  for  a  moment,  ev* 
ery  time  you  fill  up  your  gas  tank  at  a 
buck  a  gallon,  you  think  about  the  price 
the  people  who  live  in  towns  like  Gillette 
are  being  asked  to  pay  to  get  us  out  of  the 
energy  mess  we've  gotten  ourselves  into. 
They  are  being  asked  to  dig  up  the  grass- 
lands for  black  coal  pits,  give  up  the 
water  for  black  slurry  lines  and  coal- 
powered  electrical  generating  plants,  lis- 
ten to  "the  sound  of  trains  rattling  in  the 
night  rather  than  the  prairie  wind. 

During  hunting  season,  the  antelope 
still  hang  around  Arco's  Black  Thunder 
Mine  south  of  Gillette  somehow  feeling 
that  it  is  a  safe  place  to  be.  Maybe  that's 
the  kind  of  adjustment  these  people  hope 
they  can  make.  It  would  be  nice  to  think 
they  could  succeed. 
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SET  UP  A  LOCAL  PHONE  NUMBER 

INSTEAD  OF  A  LOCAL  OFFICE. 


It's  a  way  for  you  to  do 
business  in  a  distant  city 
without  the  expenses  of  a 
local  office. 

Your  customer  looks 
you  up  in  the  local  phone 
book,  dials  as  one  would  any 
local  number,  and  your 
phone  rings— in  another  city, 
or  another  state— without 
waiting,  without  operator 
assistance. 

This  service  is  called 
Remote  Call  Forwarding— 
RCF.  And  your  cost  is  only 
$16*  per  month,  plus  the  low 
direct  dial  rate  for  each 
incoming  call. 

THREE-WAY  BENEFIT 

It's  faster  and  less 
expensive  than  a  Long  Dis- 
tance collect  call. 

Since  your  customers 
are  not  charged  for  this  call, 
they  feel  you  really  want 
their  business. 

Your  local  identity  is 
established  with  a  listing  in 
both  the  white  and  Yellow 
Pages  directories— at  no 
additional  cost. 

OPEN  NEW  ACCOUNTS 

To  open  new  accounts 
in  another  city,  instead  of 


opening  an  office,  you  open 
a  local  phone  number.  (One 
of  the  ways  to  stimulate 
business  is  to  put  an  ad  in  the 
Yellow  Pages.) 

This  means  you  save  a 
lot  on  costs  until  your 
business  gets  big  enough  to 
require  your  actual  presence. 

It's  also  a  way  of  testing 
to  see  if  there's  enough 
business  without  opening  an 
office. 


EVEN  MORE 
POSSIBILITIES 

Retail  stores  can  accept 
orders  from  surrounding 
cities.  Customers  don't  feel 
reluctant  or  embarrassed  to 
dial  a  local  number,  as  they 
might  when  making  a  collect 
call. 

People  find  it  more 
comfortable  to  call  airlines 
with  a  local  number.  Clients 
can  reach  stockbrokers  in 
another  town  this  way. 

Truckers  can  build  up 
business  in  the  city  where 
their  trucks  deliver,  and  so 
return  with  a  load.  Service 
businesses  can  come  into 
town  a  few  times  a  month— 
wait  till  their  business  builds 
before  opening  a  local 
office. 

In  addition,  Remote 
Call  Forwarding  means  bet- 

*$  1 6  is  the  typical  monthly  rate  for  your  first  RCF  number, 
with  slight  rate  variances  in  some  locations.  In  addition,  a 
service  connection  charge  applies.  Each  call  forwarded  is 
charged  at  low  direct  dial  rates  and  is  applied  to  your  RCF 
bill.  Your  Bell  Account  Executive  will  advise  you  on  the 
availability  of  RCF  iri  the  market  area  you  choose. 


ter  service.  Customers  don't 
have  to  wait  for  a  salesper- 
son to  call.  They  can  order, 
make  last  minute  changes, 
check  revised  prices. 


WE'LL  HELP  YOU. 
DO  IT  NOW 

Your  Bell  System 
Account  Executive  can  show 
you  how  to  use  RCF  profit- 
ably. Just  call  our  toll-free 
number  now— while  you're 
thinking  about  it.  Or  send  in 
the  attached  coupon.  No 
obligation. 

800-821-2121 

Anywhere  in  the  contiguous  United  States 
(In  Missouri  call  800-892-2121) 

I  1 

I  Bell  System  Sales  Center  171-005  I 

811  Mam  Street 

P.O.  Box  1418 
J  Kansas  City,  Missouri  64141 
!  YES.  I'm  interested.  Tell  me  more  about 
I  Remote  Call  Forwarding  and  how  it  will  bene- 
|  fit  my  firm.  I  understand  there  is  no  obligation  | 
j  on  my  part. 

I  Name   | 

Title  

|  Company   j 

I   Address   | 

J  City  State  Zip   [ 

j  Area  Code  Business  Phone  No   j 

I  1 

Bell  System 


$13.66 


$10.04 

Earnings  from 

nonrecurring  items 

-  Earnings  from  operations 

$  2.12 

$  3.62 

1978 

1979 

Why  Ashland's  9-month  earnings 
rose  from  $2.12  to  $13.66  per  share 

Ashland  Oil  recently  announced 
record  earnings  for  the  nine  months 
ended  June  30. 1979.  In  fact,  our  net 
income  for  the  period,  $473.4  million, 
is  almost  five  times  greater  than  for 
the  same  period  a  year  ago.  And  per 
share  earnings  are  up  more  than 
six  times— $13.66  vs.  $2.12. 

RemarkaPle  figures  like  these 
need  a  full  explanation.  Especially  in 
our  business. 

What  you  should  know  is  that 
almost  92%  of  the  earnings  increase, 
or  $341.9  million,  was  from  nonrecur- 
ring items  such  as  the  sale  of  ex- 
ploration and  production  operations 
and  other  assets  —  the  outgrowth  of 
a  strategic  management  decision 
announced  a  year  ago  to  maximize 
net  cash  generation  and  manage 
our  assets  to  provide  theiiighest 
ultimate  value  to  our  shareholders. 

So  far,  this  bottom-line  manage- 
ment formula  is  working  extremely 


well.  Here  are  some  of  the  ways  we 

deployed  the  cash  generated  by  the 

$1.1  billion  sale  of  assets: 

•  Significantly  reduced  long-term 

debt. 


Ashland  Results 

(In  millions  except  per  share  data) 

Nine  months 

ended  June  30 

1979 

1978 

Sales 

$  4,774 

S3.916 

Net  income 

From  operations 

131 

99 

Nonrecurring  items 

342 

$  473 

$"99 

Earnings  per  share 

Primary 

From  operations 

3.62 

2  12 

Nonrecurring  items 

10.04 

S13.66 

ST27I2 

Fully  diluted: 

From  operations 

3.37 

1  96 

Nonrecurring  items 

9.28 

$12.65 

$  1.96 

Average  shares  outstanding 

34.1 

42.1 

Actual  shares  outstanding 

on  June  30 

30.9 

41.5 

•  Reduced  our  common  shares  out- 
standing through  the  purchase  of 
14.9  million  shares  for  $536  million, 
increasing  our  stockholders'  interest 
m  Ashland's  earnings  and  assets. 

•  Increased  our  common  stock  divi- 
dend by  43%,  from  $1.40  to  $2.00 
per  share. 

•  Significantly  increased  cash  and 
short-term  investments. 

•  Increased  refining  capacity  to  pro- 
duce unleaded  gasoline  and  other 
fuels. 

We  are  confident  that  the  basic 
operations  of  the  company  will  pro- 
vide record  earnings  for  the  fiscal 
year  ending  September  30, 1979 
Ashland  is  in  the  strongest  financial 
condition  in  its  history. 

For  our  nine-month  Report  to 
Stockholders,  write  to  the 
Financial  Communications  Dept., 
Ashland  Oil,  Inc..  P.O.  Box 391, 
Ashland,  Kentucky  41101. 
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What  makes  Sheaffer  Eaton 
Textron's  kind  of  company? 


RESEARCH  AND  DEVELOPMENT 

(Millions  $s) 


•  The  complementary  strengths  of  Sheaffer  Pen  and  Eaton  Paper,  joined  together  by  Textron  to  create 
a  dynamic  new  organization. 

•  Additional  revenues  from  attractive  new  product  combinations,  like  the  Write  Matchs  line  of 
coordinated  stationery  and  writing  instruments,  and  continued  strong  performance  from  individual 
product  lines,  like  Sheaffer  Targas  pens,  Eaton  At-a-Glance"  appointment  books,  and  Duo-Tang® 
school  and  office  products. 

•  A  combined  marketing  force  highly  experienced  in  the  industry,  selling  Sheaffer  Eaton  products  in 
more  than  140  countries  around  the  world. 

These  strengths  make  Sheaffer  Eaton  Textron's  kind  of  company. 
Together  with  the  basic  advantages  that  Textron  Divisions  enjoy: 
manageable  size . . .  recognized  market  positions . . . sound  technology 
. .  .experienced  management. . . solid  growth  records. 

We'd  want  to  invest  in  these  companies,  if  we  didn't  already  own 
them.  And  we  back  our  Divisions  with  a  continuing  commitment  to 
new  product  development.  For  the  last  six  years,  Textron-financed 
R&D  has  totaled  more  than  20%  of  pre-tax  income.  It  now  exceeds 
$80  million  a  year. 

For  more  information,  write  Textron  Inc.,  Providence,  R.I.  02903. 

1973 


87.9 


37.5 


Ideas  well  managed 
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Trends 


Edited  By  John  A.  Conway 


Pensions:  in  or  out? 

Corporations  are  rethinking  the  way 
they  handle  their  billions  in  pension 
funds  and  the  trend  seems  to  be  away 
from  outside  management — toward  put- 
ting the  money  under  inside  control.  In- 
ternational Business  Machines  has  hired 
an  inside  manager  to  run  at  least  part  of 
its  $3.2  billion  in  pension  funds.  Ford 
moved  part  of  its  funds  management  in- 
side last  spring.  Exxon  insiders  are  han- 
dling $300  million  in  equities  and  a  $400 
million  index  fund  the  big  oil  company 
had  already  created.  Westinghouse  has 
pulled  back  $400  million  of  its  funds  and 
has  decided  to  hire  someone  to  run  them 
from  the  inside. 

The  amounts  involved  are  not  as  sig- 
nificant as  the  fact  that  company  direc- 
tors are  reconsidering  the  inside  versus 
outside  question. 

When  the  Employee  Retirement  In- 
come Security  Act  became  law  in  1974, 
corporate  boards,  fearing  the  new  re- 
sponsibilities spelled  out  in  ERISA,  accel- 
erated the  rush  toward  outside  pension 
management.  (Some,  notably  Du  Pont 
and  General  Electric,  never  wavered 
from  their  traditional  policy  of  in-house 
handling.)  Now  these  fears  have  subsided 
and  more  and  more  directors,  upset  by 
the  size  of  management  fees  and  dis- 
pleased with  lackluster  results,  want  to 
take  back  their  pension  money,  especial- 
ly since  under  ERISA,  even  with  outside 
management,  a  board  remains  responsi- 
ble for  how  funds  are  used.  The  fee  ques- 
tion will  loom  ever  larger  because  assets 
are  swelling  fast  and  even  the  fraction  of 
a  percent  charged  by  an  outside  manager 
adds  up  to  huge  sums.  Pension  funds, 
moreover,  are  expected  to  double  over 
the  next  five  years. 

Recession  riches 

If  the  U.S.  is  in  a  recession,  it  is  the  most 
prosperous  recession  in  history.  Housing 
starts  went  up  6%  in  June  to  an  annual 
rate  of  1.9  million  units,  lower  than  the 
June  1978  rate  but  hardly  a  panic  signal. 
Except  for  the  auto  industry  and  its  top- 
heavy  overhang  of  gas-eating  big  cars  and 
trucks,  industry  is  not  carrying  the  heavy 
inventory  burden  it  was  saddled  with 
during  the  1974-75  downturn.  Capital 
spending  is  relatively  strong,  a  sign  that 
most  managements  haven't  lost  heart  in 
planning  new  plants  and  machinery. 
Steel  production  has  hit  its  highest  level 
since  1974.  Corporate  profits,  by  and 
large,  have  been  moving  on  an  upward 
curve.  Exports  have  been  running  17% 
above  the  1978  average  and  Russia's  still- 
worsening  harvest  prospect  means  that 
farm  sales  abroad  can  only  burgeon.  Un- 


employment, at  5.6%,  is  running  at  the 
lowest  rate  in  five  years.  Pay  raises,  it  is 
true,  are  not  keeping  step  with  the  13% 
inflation  pace  but  the  big  increases  in  the 
number  of  working  wives  and  two-check 
families  are  helping  to  ease  the  pain. 

What  price  pride? 

Japanese  steelmakers,  who  produced  the 
800  miles  of  pipe  for  the  Alaska  oil  pipe- 
line, may  well  wind  up  manufacturing 
the  740  additional  miles  that  will  be 
needed  for  the  Alaskan  segment  of  the 
proposed  48-inch  gas  line  running  to 
Canada.  Pipeline  executives  say  the  U.S. 
has  only  one  plant  capable  of  filling  the 
order  and  its  quality  control  is  not  con- 
sidered good  enough  for  a  project  this 
size.  "It  hurts  my  pride  to  admit  it,"  one 
pipeline  official  said,  "but  the  Japanese 
mills  do  a  much  better  job." 

A  wide-bodied  future 

McDonnell  Douglas'  DC- 10,  the  clear 
wide-bodied  first  choice  among  airlines 
over  the  rival  Lockheed  L-1011,  is  hold- 
ing that  pattern  comfortably  despite  the 
flak  caused  by  the  tragic  crash  of  a  DC- 1 0 
in  Chicago  in  May.  The  trouble,  bad  as  it 
was,  brought  no  loss  of  business  from  the 
carriers.  "Getting  anybody  to  switch 
now  would  be  dreaming,"  a  Lockheed 
executive  says.  "They've  trained  their 
employees  and  bought  the  maintenance 
equipment."  Actually,  both  mainframe 
builders  have  yet  to  recover  their  invest- 
ment on  the  wide-bodies.  Douglas'  com- 
mercial aircraft  division  lost  $60  million 
before  taxes  last  year,  largely  due  to  am- 
ortization of  development  costs.  Lock- 
heed's TriStar  cost  it  $119  million,  wip- 
ing out  earnings  from  its  military  air- 
craft. Each  firm  spent  roughly  $1.5 
billion  developing  the  250-seat  tn-jets 


and  still  has  about  $500  million  in  start- 
up costs  on  its  books.  Both,  however,  see 
a  rosy  future,  even  though  they  are  flying 
into  it  on  opposite  courses.  Lockheed 
has  invested  $100  million  to  chop  20  feet 
and  50  seats  from  the  L-1011  and  to 
increase  its  range  to  6,000  miles,  aiming 
to  sell  the  pjane  as  replacement  for  the 
aging  fleet  of  Boeing  707s  and  Douglas 
DC-8s.  Douglas  will  risk  $750  million  to 
stretch  the  DC- 10  by  40  feet  and  get  a 
400-seat  plane  to  compete  directly  with 
Boeing's  jumbo  747.  (The  sales  pitch 
three  engines  are  cheaper  to  run  than 
four.)  The  good  news — this  all  means  the 
U.S.  should  have  three  viable  plane- 
makers  for  at  least  the  next  ten  years. 


Food  versus  feed 

All  those  assurances  that  housewives 
would  be  able  to  beat  the  high  price  of 
beef  with  lower-priced  pork  and  poultry 
could  go  glimmering,  paradoxically  be 
cause  of  good  times  on  the  farm.  That  is 
the  view  of  Ronald  Jarvis  Jr.,  president  of 
Oppenheimer  Industries,  a  69-year-old 
Kansas  City,  Mo.  agribusiness  firm  that, 
among  other  things,  runs  $20  million 
worth  of  grain  farms.  Cattle  markets,  he 
notes,  are  marking  time  with  prices  for 
feeder  calves,  cattle  for  slaughter  and  fu- 
tures for  both  all  down  in  recent  months 
At  the  same  time,  despite  a  golden  sum- 
mer that  bodes  bin-busting  crops,  grain 
prices  are  staying  high,  primarily  be- 
cause Russia's  expected  needs  have  pro- 
duced a  30%  increase  in  trade.  And  what 
about  the  pigs  and  chickens?  Wheat  is 
not  fed  to  animals  but  its  prices  are  re- 
flected promptly  in  feed  grains  that  are 
With  those  prices  up,  the  pig  raiser  will 
not  add  the  extra  20  or  30  pounds  to  his 
220-pound  animals  and  the  poultryman, 
whose  costs  are  tied  even  closer  to  feed 
prices,  will  not  rev  up  his  broiler  crop.  So 


Lockheed  wide-bodies  getting  the  final  touches 
The  past  might  be  profitless  but  the  future  looks  bright. 


10 


FORBES,  AUGUST  20,  1979 


Read  this  booklet  before  you 
talk  to  any  agent  ...even  ours. 


How 


°c  can,aff0^ 


THE  BANKERS  LIFE  j 

BANKERS  LIFE  COMPANY   OES  MOINES,  IOWA  50307  j 

Individual  and  group  lite,  health  and  disability  programs  Pension  and  profit 
sharing  investment  plans  A  subsidiary.  BLC  Equity  Services  Corporation 
otters  mutual  lunds  and  variable  annuities  through  registered  representatives 


The  rule  sounds  simple  enough.  Don't  buy  less 
life  insurance  than  you  need  or  more  than  you 
can  afford. 

But  how  do  you  determine  how  much  in- 
come your  family  will  need  in  the  event  of  your 
death?  Or  what  percentage  of  your  current  fam- 
ily income  you  can  spend  for  this  protection? 

There  are  no  easy  answers  to  either 
question.  But  there  is  a  booklet  that  will  help 
you  approach  the  problem  in  a  logical  fashion. 

Offered  as  a  public  service  by  The  Bankers 
Life  of  Des  Moines,  this  impartial  booklet  pro- 
vides the  guidelines  for  determining  a  workable, 
affordable  life  insurance  program  relevant  to 
today  and  tomorrow.  It  doesn't  quote  prices  — 
ours  or  anyone  else's— nor  will  it  replace  the 
experience  and  counsel  of  a  good  life  insurance 
agent— ours  or  anyone  else's.  But  reading  it  will 
make  you  better  able  to  discuss  your  needs  with 
your  agent  and,  between  the  two  of  you,  arrive 
at  a  wise  decision. 

The  coupon  brings  you  this  new  booklet 
free  by  mail.  Unless  you  ask,  we  promise  no  one 
will  call  now  or  later. 


The  Bankers  Life,  Consumer  Services  fb-89 
Des  Moines,  Iowa  50307 

Please  mail  me  the  booklet  that  will  help  me  decide 
how  much  life  insurance  I  need  and  can  afford.  I  under- 
stand no  one  will  call,  now  or  later. 

Name  


Address. 


City. 


State. 


.Zip. 
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MAI  wishes 
all  its  shareholders 
many  happy  returns. 


When  investors  evaluate  a  company's 
performance,  they  look  with  particular  in- 
terest at  two  extremely  revealing  cate- 
gories, "Return  on  Shareholders'  Equity" 
and  "Return  on  Capital." 

We  invite  you  to  compare  MAI's  per- 
formance in  these  categories  with  several 
of  the  largest  companies  in  the  information 
processing  industry. 

Naturally,  we're  proud  of  our  perform- 
ance. 

And  just  as  proud  of  our  performance  in 
other  important  categories.  (For  instance, 


over  the  past  five  years  our  sales  have 
grown  at  an  annually  compounded  rate  of 
28% ,  while  our  profits  have  increased  at  a 
rate  substantially  greater.) 

If  you  would  like  the  complete  picture  of 
the  growth  of  the  MAI  companies  and  the 
extent  of  our  manufacturing,  sales  and 
service  operations  here  in  the  U.S.  and  in 
over  30  countries  internationally,  write  for 
our  Annual  Report  to:  Management 
Assistance  Inc.,  300  East  44th  Street, 
New  York,  NY  1001 7. 


Return  on  Equity  (%) 

Return  on  Capital  (%) 

Burroughs 

14.1 

14.6 

Data  General 

23.7 

20.0 

Digital  Equipment 

16.9 

14.1 

IBM 

23.6 

23.7 

MAI 

33.7 

25.8 

NCR 

16.5 

15.3 

Source:  Standard  and  Poor's  Compustat  Services,  Inc. 
Twelve  months  ended  March  31,1 979. 


It  Takes  A  Smart  Company  To  Make  Computer  Technology  Simple. 
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The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation  •  Sorbus  Inc. 
Wordstream  Corporation  •  Wordstream  Products  Corporation 


Jarvis  thinks  pork  and  poultry  tonnages 
will  not  increase — and  prices  decrease — 
the  way  economists  and  home  advisers 
have  been  so  confidently  predicting.  Is 
he  sure?  In  a  business  as  chancy  as  farm- 
ing, he  admits  this  all  could  change. 
"The  weather  this  summer  has  been 
ideal,"  he  says,  "but  in  the  last  ten  days, 
it  has  been  super."  So  crops  could  be 
even  bigger,  prices  could  go  down — and 
his  forecast  with  them. 

Who  wastes  what? 

The  trucker-versus-Washington  fight 
about  deregulating  the  industry  has  a 
new  battle  cry — fuel  waste.  The  Depart- 
ment of  Energy  claims  that  restrictions 
on  hauling  burn  up  220  million  to  320 
million  gallons  of  gas  and  diesel  fuel  each 
year  because  they  force  trucks  to  travel 
empty  or  half-empty.  (An  earlier  study  by 
the  Interstate  Commerce  Commission 
showed  long-haul  semitrailers  ran  empty 
20%  of  the  time.)  The  American  Truck- 
ing Associations,  which  likes  things  as 
they  are,  says  the  DOE  numbers  are  ex- 
aggerated and  points  out  that  some 
trucks  (like  auto  carriers)  can  only  haul 
one  product  and  that  empty  return  runs 
are  inevitable  as  long  as  some  parts  of  the 
U.S.  produce  more  than  others.  The  pres- 
ent ICC  and  its  head,  A.  Daniel  O'Neal 
Jr.,  have  been  loosening  the  restrictions 
on  who  can  carry  what,  but  the  White 
House  would  prefer  deregulation  as  law 
and  not  simply  ICC  whim.  That  is  why 
the  Administration  is  backing  Senator 
Ted  Kennedy's  deregulation  bill. 

Attention,  senior  citizens 

G.  William  Miller's  shift  from  the  Feder- 
al Reserve  to  become  Treasury  Secretary 
and,  presumably,  the  Administration's 
chief  economic  spokesman,  should  put 
more  weight  behind  a  rollback  in  Social 
Security  taxes  in  1981.  That  year  the 
maximum  individual  tax  is  slated  to  go 
to  $1,975,  compared  with  1979's  $1,404. 
Miller  considers  these  increases  infla- 
tionary because  employers  (who  pay 
matching  sums)  simply  pass  them  on  in 
prices.  Just  after  he  took  over  at  the  Fed, 
Miller  suggested  that  it  might  be  a  good 
idea  to  cut  cost-of-living  increases  for 
retirees  (read  voters)  as  one  way  of  get- 
ting them  to  put  the  heat  on  Congress  to 
fight  inflation  (Forbes,  Trends,  May  15, 
1978).  Congress  would  probably  balk  at 
that  idea  no  matter  who  recommended 
it,  particularly  in  an  election  year.  But  it 
does  seem  likely  that  any  tax  cut  next 
year  (to  take  effect  in  post-election  1981) 
will  involve  Social  Security  if  the  Admin- 
istration has  its  way. 
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They  pave 
Columbia,  Maryland 
thebusiness. 

In  a  city  with  no  utility  tax,  no  inventory  tax,  real  estate  taxes 
that  have  just  gone  down,  again,  and  the  availability  of  tax  exempt 
financing,  nearly  900  businesses  have  found  a  home  in  just  12  years. 

If  you  need  a  better  reason  to  move  your  business  to  Columbia, 
Maryland,  consider  our  location 


between  Washington  and  Balti- 
more, the  nation's  fourth  largest 
market.  Consider  a  labor  force 
that  Columbia  businesses  call 
"superior."  Consider  our  eight 
business  and  industrial  parks, 
zoned  and  pre-serviced,  immedi- 
ately available.  And  consider 
this:  If  a  12-year-old  city  can  be- 
come the  New  Mid- Atlantic 
Center  for  Business,  it  must  offer 
real  advantages  to  any  business. 

Your  business  card  attached 
to  our  coupon  will  get  you  the 
facts  on  Columbia,  fast,  in 
confidence. 


C.  Patrick  Creaney,  Vice  President 
The  Howard  Research  and  Development  Corp. 
The  Rouse  Company  Building 
Columbia,  Maryland  21044 
(301)992-6062 

Please  send  me  full  information  on  □  office 
□  commercial  □  industrial  opportunities 
in  Columbia,  Maryland 

Name  

Company  

Address 


City 


State  Zip 


Columbia,  , 


ACity  for  Business  Built  by  Business. 
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Rockwell  is  more  than 

a  builder  of  avionics  for  most 

of  America's  airliners. 


Much  more. 


Ourtnw  digital  flight  am 
system  will  be  aboard  the  all 
Boeing  model  767/757  atrli 


For  most  commercial  pilots, 
the  name  Rockwell  International 
stands  for  aviation  electronics. 
Understandably  so:  Rockwell-Collins 
avionics  equipment  is  on  board 
nearly  every  U.S. -built  airliner.  And 
our  Collins  Air  Transport  Avionics 
Division  has  contracts  to  build 
avionics  for  Boeing  model  767/757 
airliners  —  programs  planned  to 
extend  into  the  next  century. 

But  avionics  is  only  one  of 
our  strengths.  Rockwell  International 
is  a  major  multi-industry  company 


Electronics. 

(Sales,  fiscal  1978:  $1.3  billion.) 


1978  total  sales 

applying  advanced 
technology  to  a  wide 
range  of  products  —  in  electronics, 
automotive,  aerospace  and  general 
industries.  Following  are  some  exam- 
ples of  our  balanced  diversification. 


As  one  of  the  world's  leading 
suppliers  of  avionics,  we  provide  com- 
munications, navigation  and  flight  con- 
trol equipment,  not  only  for  airliners, 
but  for  general  aviation  and  government 
aircraft  as  well. 

We  also  make  microelectronic 
systems  and  devices,  broadcast  equip- 
ment, and  guidance  and  control 
systems.  And  we  manufacture  and 
install  telecommunications  systems 
for  businesses  and  governments 
worldwide. 

Automotive. 

(Sales,  fiscal  1978:  $15  billion.) 

One-half  of  the  highway 
tandem  tractors  in  North 
America  are  equipped  with 
Rockwell  axles  —  and  more  than 
half  of  the  heavy-duty  trucks  stop  with 
Rockwell  brakes.  We're  also  a  major 
supplier  of  drivelines,  steel  and  styled 
aluminum  wheels,  mechanical  devices, 
castings,  stainless  steel  wheel  covers, 


reinforced  plastic  and  other 
components  for  trucks,  trailers,  buses, 
vans  and  passenger  cars. 

Our  new  Cam-Master?  "Q',<s  is 
the  latest  in  the  most  widely  used  series 
of  heavy-duty  air  brakes  in  the  trucking 
industry.  The  "Q"  is  known  as  "the  no- 
sweat,  no-tools  brake,"  because  its  spe- 
cial design  permits  changing  brake  shoes 
without  tools,  in  less  than  two  minutes. 

Rockwell's  extensive  product 
line  of  air,  mechanical  and  hydraulic 
cam  and  wedge  brakes  is  the  result 
of  a  half 


The  brake  shoes 
in  this  Cam-Master  "Q"  brake  can  be  changed 
in  less  than  two  minutes  —  without  using  tools. 


Also  aboard  is  our  new 
Electronic  Flight  Instrument 
System  which  displays 
attitude  and 

navigation  data. 


century  of  design,  engineering 
and  manufacturing  experience. 
Our  most  popular  brake  designs 
have  been  proved  on  and 
off  the  highway  in  literally 
billions  of  miles  on  the  job. 

Aerospace. 

(Sales,  fiscal  1978:  $1.4  billion.) 


We're  prime  contractor  to  NASA 
for  its  Space  Shuttle  orbiters  and  their 
main  engines,  and  for 


Each  Navstar's 
rubidium  clock 
is  so  accurate  it  will  gain 
or  lose  no  more  than 
one  second  in 
30,000  years. 


Electrical  power  for  the 
Navstar  Global  Positioning  System  satellites 
is  provided  by  solar  arrays  which  swivel 
to  track  and  capture  the  sun's  light. 

integrating  tne  entire  Space  Shuttle 
system  including  selected  payloads. 
We  also  build  rocket  engines  for 
many  other  applications,  and  several 
types  of  Earth-orbiting  satellites.  We 
also  have  a  long,  proud  history  as 
a  designer  and  builder  of  business 
and  U.S.  military  aircraft. 

Our  current  satellite  projects 
include  "the  brightest  star  in  naviga- 
tion history"  —  Navstar  —  designed 
and  built  by  Rockwell  for  the  U.S.  De- 
fense Department's  Global  Positioning 
System  (GPS).  When  fully  operational 
in  the  mid-1980s,  GPS  will  utilize  24 
Navstar  satellites  orbiting  11,000  miles 
above  the  Earth.  Beaming  a  continu- 


ous stream  of  signals,  the  system  will 
enable  land,  sea,  air  and  space 
navigators  to  determine  their  posi- 
tions to  within  30  feet,  their  speed  to 
within  a  fraction  of  a  mile  per  hour  — 
and  the  correct  time  to  within  a  mil- 
lionth of  a  second. 

General  Industries. 

(Sales,  fiscal  1978:  $15  billion.) 

Rockwell  is  one  of  the  world's 
largest  suppliers  of  high-technology 
valves  for  the  energy  market  and  for 
general  industry.  We  also  make  print- 
ing presses,  textile  equipment,  power 
tools,  industrial  sewing 
machines,  and  products 
for  utilities,  including  over 
one-fourth  of  all  the  meters 
purchased  by  America's 
municipal  water  departments. 
Our  extensive  technology 
is  also  being  applied  to  the  world's 
growing  need  for  alternate  sources 
of  energy.  We're  involved  in  projects  for 
nuclear  energy,  coal  gasification,  flue 
gas  desulfurization,  and  solar,  wind  and 
geothermal  power. 

We  also  manufacture  gas  meters 
for  industrial  applications. 


Rockwell's  new  digital 
as  flow  computer. 


Thousands 
of  computations 
are  performed  in  seconds 
continuously  calculated  to  ten  place< 


And  our  brand-new  MPB  Gas  Flow 
Computer,  the  product  of  "computer 
on  a  chip"  technology,  can  be  con- 
nected directly  to  our  meters  to  pro- 
vide extensive,  highly  accurate 
flow  data  at  the  push  of  a  button. 

Over  14,300  scientists 
and  engineers. 

Of  our  114,000  employees, 
one  in  eight  is  either  a  scientist  or  an 
engineer.  They  constitute  about  one 
percent  of  America's  total  scientific- 
engineering  community.  This 
technological  base  positions  us  for 
leadership  in  each  of  our  product 
areas.  It  also  makes  our  corporate 
slogan,  ".  . .  where  science  gets 
down  to  business,"  a  fact. 

Business  is  good. 

Rockwell 
International's  total 
sales  for  1978  were 
$5.67  billion. 
Fiscal  1978  was  the 
most  profitable  year 
in  Rockwell's  his- 
tory. Net  income, 
up  23%  over 
fiscal  1977,  was 
$176.6  million, 
generating  a 
record 
$5.02 
per  share. 

Earnings  per  share 

For  more  of  the 
Rockwell  story,  please  write  us: 
Rockwell  International, 
Dept.  815R,  600  Grant  Street, 
Pittsburgh,  PA  15219. 


Rockwell 
International 


where  science  gets  down  to  business 


Follow-Through 


Slow  board  ahead 

The  battle  of  the  owners  of  the  Penn 
Central's  bankrupt  railroads  to  win  re- 
dress from  the  federal  government, 
which  had  in  effect  expropriated  their 
lines  in  1976,  "will  probably  take  years," 
Forbes  commented  two  years  ago  (May 
1,  1977)  "although  there's  a  good  chance 
for  an  out-of-court  settlement." 

The  first  settlement  is  taking  place  but 
on  a  scale  so  minuscule  that  the  "good 
chance"  looks  as  remote  as  the  return  of 
the  Twentieth  Century  Limited. 

The  lucky  claimant  is  Lawrence  Lam- 
bert, a  Wall  Street  arbitrageur  who  is  also 
president  and  principal  stockholder  of 
the  Erie  &  Kalamazoo  Railroad,  which 
was  incorporated  in  1833  and  leased  its 
property — essentially  a  lease  on  22  miles 
of  Michigan  right-of-way  in  1849  to 
what  eventually  became  the  Penn  Cen- 
tral. That  lease  brought  in  $30,000  a  year 
from  1849  until  1970,  when  the  big  rail- 
road went  bankrupt.  For  it,  Lambert  & 
Co.  is  due  $187,827,  generously  rounded 
off  to  $188,000.  "We're  just  one  of  the 
tiny  rounding  errors  in  the  Penn  Central 
evaluation,"  Lambert  says.  "He's  not 
even  a  rounding  error,"  jokes  John  Broad- 
ley  of  the  Justice  Department,  who  is 
handling  Penn  Central  proceedings. 

Does  the  Erie  &  Kalamazoo  settlement 
signal  a  more  general  track-clearing? 

Hardly.  The  government  made  its 
$188,000  evaluation  three  years  ago  and 
Lambert  has  spent  all  the  time  since 
trying  to  get  it  translated  into  cash.  His 
tiny  claim  shrinks  even  further  when 
contrasted  with  the  totals  involved.  The 
U.S.  wants  to  compensate  the  railroad 
owners  (more  than  70  lines  are  involved) 
on  the  basis  of  "net  liquidation  value," 
roughly  the  $525  million  it  is  worth  as 
scrap.  The  bigger  owners  consider  this 
ridiculous;  the  Penn  Central  talks  about 
$2.5  billion  for  just  part  of  the  original 
line.  To  cloud  the  future  even  more, 
three  federal  departments  are  involved — 
Justice,  Treasury  and  Transportation — 
and  all  three  are  getting  new  bosses  fol- 
lowing President  Carter's  big  Cabinet  de- 
railment. Forbes'  "good  chance"  of  a 
general  resolution  hardly  appears  to  lie 
around  the  bend. 


Formula  for  frustration 

Two  years  ago,  the  chemical  industry 
was  waiting  to  see  how  the  Carter  Ad- 
ministration would  enforce  the  Toxic 
Substances  Control  Act,  passed  in  1976 
after  five  years  of  debate.  The  chemists, 
Forbes  reported,  wanted  "to  see  whether 
the  Act  will  be  enforced  reasonably  or 
administered  with  a  heavy  bureaucratic 
hand"  (Sept.  1,  1977).  They  are  still  wait- 


Steven  D.  Jellinek 

What  to  do  til  the.  rule  maker  comes. 

ing  and  the  Environmental  Protection 
Agency  is  still  trying  to  write  the  rules. 
(The  Founding  Fathers  took  just  four 
months  in  1787  to  write  the  entire  U.S. 
Constitution,  but  times  have  changed.) 

The  EPA  has  met  one  of  Congress' 
mandates,  a  list  of  chemicals  made  here 
or  imported.  That  26-pound,  six-volume 
work  appeared  this  June,  listing  43,278 
compounds  produced  by  7,420  compa- 
nies. The  big  hang-up  has  been  over  how 
a  company  is  supposed  to  report  planned 
new  chemicals  to  the  EPA.  The  agency 
asked  Arthur  D.  Little,  Inc.  to  study  the 
impact  of  this  process  and  was  horrified 
when  it  got  the  report  last  December.  "A 
self-inflicted  hotfoot,"  Steven  D.  Jel- 
linek, head  of  the  EPA's  Office  of  Toxic 
Substances,  called  it. 

ADL  had  concluded  that  filling  out  the 
EPA's  premanufacture  notice  would  cost 
from  $2,500  to  $40,000,  numbers  that 
would  have  a  chilling  effect  on  new 
chemicals.  The  reason:  80%  of  recent 
new  compounds,  it  said,  had  sales  of  less 
than  $150,000  annually  after  five  years; 
50%  had  less  than  $50,000.  ADL  did 
admit  it  had  to  work  from  a  "weak  data 
base."  That  was  true.  It  assumed  1,000 
new  compounds  come  out  each  year  but 
no  one  really  knows,  and  estimates  vary 
from  300  to  the  thousands,  with  the  con- 
sensus leaning  toward  the  low  end. 

The  EPA's  discomfiture  was  height- 
ened by  the  industry  's  reactions.  Etcyl  H. 
Blair,  chairman  of  the  Chemical  Manu- 
facturers Association's  regulatory  advi- 
sory committee,  commented  that  "those 
costs  may  be  understated."  Edward  W. 
Callahan,  environmental  vice  president 


of  Allied  Chemical,  thought  the  process 
could  mean  fewer  new  products  in  the 
U.S.  and  more  test-marketing  abroad  and 
that  "this  country,  which  is  already  los- 
ing the  innovative  edge,  could  fall  even 
farther  behind." 

So  ADL  is  back  at  the  computer  and  a 
fresh  report  is  due  in  the  next  few  weeks. 
Final  regulations,  Jellinek  hopes,  will  be 
out  "by  the  end  of  the  year."  Meanwhile, 
he  says,  a  company  with  a  new  product 
can  file  "anything  they  think  meets  the 
basic  statutory  requirements"  and  it  will 
be  acceptable  to  the  EPA.  But  will  it? 
American  Cyanamid  tried  that  route, 
only  to  run  into  administrative  static 
because,  EPA  charged,  it  had  not  submit- 
ted sufficient  data. 


Which  wine  column 
d'ya  read? 

Last  fall  Forbes  reported  that  "American 
wine  fanciers  shopping  for  this  year's 
European  vintages  can  expect  them  to  be 
harder  to  find  and  higher  in  price" 
(Trends,  Nov.  27,  1978).  Horrendous 
weather  had  shriveled  grape  harvests  in 
Europe,  and  U.S.  importers  were  bracing 
for  prices  to  go  up  all  across  the  wine  list. 
Those  forecasts,  a  syndicated  wine  col- 
umnist commented  sourly  this  spring, 
were  "parroting  the  wine  sellers'  propa- 
ganda." Forbes,  he  charged,  must  have 
paid  too  much  attention  to  "gloomy  re- 
ports coming  out  of  Bordeaux." 

The  harvest  in  Bordeaux,  which  pro- 
duces more  "appellation  control6e"  wine 
than  any  other  region  in  France,  did  turn 
out  to  be  a  gloomy  15%  below  the  aver- 
age of  the  five  previous  years  but  it  was 
hardly  the  only  one  to  suffer.  This  June, 
Bordeaux  appellation  reds  were  up  16% 
in  price  over  a  year  ago;  Saint-Emilions 
went  up  20% ;  appellation  Medoc,  30% . 
The  first  offering  from  the  area  brought 
tabs  50%  above  those  of  1 977. 

The  story  was  repeated  for  Burgundy, 
with  opening  prices  for  its  1978  wines 
running  100%  over  1977,  and  for  Cha- 
blis,  whose  1978  harvest  was  the  small- 
est in  the  last  five  years  and  whose  price 
increases  were  right  up  there  with  Bur- 
gundy's. France's  crop  of  grapes  for 
Champagne  was  only  28%  of  sales  in 
1977.  Because  of  the  time  required  to 
make  Champagne,  the  price  of  this  fall- 
off  will  be  some  time  in  appearing,  but 
the  trend  is  set. 

Nor  is  the  gloom  confined  to  France. 
Germany's  1978  harvest  dropped  30% 
below  1977's,  with  production  in  the 
Moselle  down  48%  and  the  Riesling 
grape  crop  off  50% .  In  Italy,  where  over- 
all production  declined  9%,  the  Chianti 
harvest  was  35%  less  than  the  previous 
year's.  The  resulting  price  increases  for 
Italian  wines  won't  be  evident  in  the 
U.S.  for  some  time,  but  come  they  must. 
They  are  inevitable. 
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In  Cairo,  the  talk  of  the  town  now  takes  tii 


In  between  the  minarets  you  can  spot  the  latest 
addition  to  Cairo's  skyline— a  microwave  relay 
tower.  Clearly,  it  will  never  rival  the  Pyramids 
as  a  tourist  attraction.  But  to  eight  million  Cairo 
residents,  it  is  a  welcome  sight  indeed. 

For  this  ancient  and  rapidly  growing  city 
has  a  very  contemporary  problem:  meeting 
urgent  demands  for  telephone  service. 

The  tower  is  part  of  the  answer.  Along  with 
fifteen  others  located  at  Cairo's  telephone 


exchanges,  it  is  part  of  a  new,  all-digital  micro- 
wave transmission  system  designed  and  installed 
by  our  Raytheon  Data  Systems  Company. 

Now  telephone  traffic  between  exchanges 
is  beamed  over  the  rooftops— electronically.  The 
new  network  handles  up  to  18,000  telephone 
conversations  simultaneously— a  400%  increase 
over  the  present  system  of  underground  cables— 
and  we  are  now  at  work  to  double  this  capacity. 

There's  much  more  to  Raytheon  Data 


the  air. 


Systems  than  microwave  communications.  Data 
terminals  and  processing  systems,  for  example, 
speed  travel  reservations,  insurance  claims,  and 
order  handling.  Lexitron  word  processing 
systems  bring  electronic  speed  and  accuracy  to 
business  communications.  It  all  adds  up  to 
a  large  and  growing  business— one  that  increased  by 
more  than  50%  in  1978,  for  the  second  year  in  a  row. 

Raytheon  Data  Systems  is  an  important  part 
of  our  electronics  business— one  of  the  five  basic 


business  areas  at  Raytheon.  The  others  are 
energy  services,  major  appliances,  educational 
publishing,  and  heavy  construction  equipment. 
For  our  latest  financial  reports,  please  write 
Raytheon  Company,  Public  Relations,  141  Spring 
Street,  Lexington,  Massachusetts  02173. 


AM. 


AMtext  systems 
make  you  look  good! 

because  they  are  EASY  TO  LEARN, 

EASY  TO  USE,  POWERFUL,  DEPENDABLE. 

And  we  have  a  system  for  every  need. 

The  AMtext  225  is  a  desk-top  unit  that  turns  most  electric 
typewriters  into  word  processors. 

The  AMtext  425  is  a  powerful  stand-alone  word  processor  with 
a  full-page  video  display. 

The  AMtext  100  is  a  true  shared  resource  system  that  can 
handle  up  to  16  fully  independent  work  stations. 

All  our  systems  are  designed  to  maximize  throughput  and 
productivity.  Add  our  nationwide  network  of  locally  based 
service  engineers,  and  you'll  know  why  you  owe  it  to  yourself  to 
look  into  AMtext  word  processing  systems  now! 

Call  toll  free  800-631-8134  for  immediate  information.  (Except 
in  Alaska;  in  Hawaii  call  808-845-61 84;  in  New  Jersey  call 
201  -887-8000,  ext.  777.)  Or  write  AM  Jacquard  Systems, 
1 639 1 1  th  Street,  Santa  Monica,  Calif.  90404. 

Jacquard  Systems 

the  Informationists. 
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Readers  Say 


OPEC  and  energy 

Sir:  President  Franklin  D.  Roosevelt  pro- 
posed a  solution  to  our  energy  problems 
more  than  40  years  ago  when  he  urged 
that  dams  be  built  at  the  entrances  to 
Passamaquoddy  Bay  to  generate  electric- 
ity. At  that  time  oil  cost  about  $  1  a  barrel 
and  the  Congress  refused  to  appropriate 
sufficient  funds  to  finish  the  dams. 
— Stanley  N.  Taylor 
Redondo  Beach,  Calif. 

Sir:  There  is  a  simple  way  to  cut  our 
gasoline  consumption  20%  to  25% :  Pro- 
mote a  50-mph  speed  limit.  If  we  beat 
this  into  the  minds  of  the  American  pub- 
lic like  "Lucky  Strike  Green  has  gone  to 
war,"  it  could  work. 

If  we  are  going  to  spend  untold  billions 
on  a  synthetic  fuel  program,  we  should 
also  promote  a  50-mph  speed  limit. 
—J.H.  Asthalter 
Springfield,  Mass. 

Sir:  In  1956,  before  the  DOE,  EPA, 
OSHA,  etc.,  Iran  shut  off  its  oil,  and  the 
Suez  Canal  was  closed.  Without  govern- 
ment help,  and  more  important,  without 
government  interference,  there  were  no 
dislocations  in  this  country. 
— Raymond  T.  Haas 
San  Rafael,  Calif. 

Sir:  Re  OPEC,  I  propose  that  U.S.  col- 
leges and  universities  adjust  their  tuition 
fees  per  foreign  Arab  student  on  a  gradu- 
ated scale  based  upon  all  past  rises  and  all 
future  rises  in  the  price  of  oil. 

Freshman  year:  $50,000  per  semester. 

Sophomore  "  :  $100,000  per  semester. 

Junior         "  :  $150,000  per  semester. 

Senior        "  :  $200,000  per  semester. 
It  would  be  impossible  for  them  to 
duplicate  anywhere  what  we  offer  them 
here,  including  the  pretty  girls. 
— W.  Allen 
Las  Vegas,  Nev. 


U.S.  unreliable? 

Sir:  I  challenge  your  statement,  "The 
Saudis  ought  to  keep  in  mind  that  U.S. 
military  Might.  .  .  is  their  best  guarantee 
of  ultimate  security  and  survival.  ..." 
(Fact  and  Comment,  July  23). 

Would  you,  as  a  head  of  state,  place 
your  nation's  survival  in  the  hands  of  the 
U.S.?  Witness  the  Vietnam  debacle;  our 
once  "unwavering"  support  of  the  Shah 
of  Iran;  NATO's  forces  compared  with 
the  vastly  superior  Warsaw  Pact  armies 
opposing  them;  our  impotence  when 
Communist  guerillas  and  Cuban  regulars 
overran  Angola;  Andrew  Young's  aston- 


ishing statement  endorsing  those  same 
Cuban  forces  as  a  stabilizing  factor  in 
conquered  Angola;  Rhodesia. 
The  list  could  go  on. 

— Douglas  Laubach 
Greeley,  Colo 


Bell  bottoms  returning 

Sir:  I  agree  with  your  editorial  comment 
("Brass  Hats  on  Empty  Heads,"  Fact  and 
Comment,  July  23).  Getting  back  to  the 
old  Navy  uniform  is  both  slow  and  ex- 
pensive, but  we  are  making  progress  and 
should  have  most  of  our  junior  enlisted 
men  back  in  bell  bottoms  and  white  hats 
in  at  most  12  months  or  so. 
— W.  Graham  Claytor  Jr. 
Secretary  of  the  Naiy 
Washington,  D  C. 


Blame  the  publisher? 

Sir:  Houghton  Mifflin's  Harold  Miller 
(July  9)  brags  that  their  reading  program  is 
considered  a  "classic."  It  surely  is  a  clas- 
sic example  of  the  look-and-guess  reading 
method  that  is  destroying  literacy  in  the 
nation.  All  "the  change  jangling  in 
Houghton  Mifflin's  pocket"  provides  lit- 
tle consolation  to  those  many  functional 
illiterates  who  don't  have  much  to  jangle. 
—John  V.  Gordon 
Redgranite,  Wis. 


Why  stocks  are  down 

Sir:  Merrill  Lynch's  Don  Regan  says  that 
the  wonder  is  that  stock  prices  are  no 
higher  (Fact  and  Comment,  July  9)  Today, 
if  a  stockholder  receives  a  "dividend"  of 
10%,  he  is  really  getting  a  return  of  cap- 
ital since  inflation  is  higher  than  that. 
When  the  stockholders  make  enough 
profits  to  represent  a  real  return  over 
inflation,  prices  may  rise.  The  most  you 
can  say  for  stocks  today  is  that  you  lose 
your  money  slower  than  you  do  in  a 
passbook  savings  account. 
— Allan  B.  Wheeler 
Milwaukee,  Wis. 


Not  an  owner 

Sir:  The  article  on  Wheeling-Pittsburgh 
Steel  (July  9)  refers  to  the  fact  that  this 
firm  holds  8%  of  the  shares  of  Wheeling- 
Pittsburgh  Steel.  Wedbush,  Noble,  Cooke, 
Inc.,  a  Los  Angeles  brokerage  firm,  owns 
no  shares  of  Wheeling-Pittsburgh  Steel; 
rather  they  are  held  by  a  wide  variety  of 
our  100  clients  who  choose  to  deal  on 


Executives/Professionals 
BORROW  up  to 


$ 


25,000 


by  Mail 


If  you  need  money  .  .  .  it's  good  to 
know  you  can  borrow  in  utmost 
privacy  ...  by  mail.  We  are  geared  to 
serve  the  needs  of  the  execu 
tive  or  professional  person.  Com- 
petitive rates,  payments.  Prepay 
without  penalty.  Interest  is  tax 
deductible.  Call  toll-free 
800  525  1344  or  mail  coupon. 
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W.L.  Martin 

Dept.  0545 
14201  E.  4th  Ave. 

P.O  BOX  39F 
Denver,  CO  80239 


~  ~~  Write  to:  ^ 

W.L.  Martin 

rDept.  0545 
14201  E  4th  Ave.,  P  O  Box  39F 

■ Denver,  CO  80239 
Senc  complete  information  and  a  loan  application 
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-State. 


_Zip_ 


■to  of  The  St.  Paul  Companies.  Inc 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $24.00  □  3  years 
$48.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $-4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 
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Zip 


Date  of  Address  Change 
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Why  is  there  ncc 


oil  in  this  drum? 


Unlike  a  lot  of  other  drums  we  make,  this  one  isn't 
designed  to  carry  petroleum,  paint  or  chemical 
products. 

This  is  the  remarkable  Sterilpac*  container,  de- 
veloped by  City  Investing's  Rheem  Manufacturing 
Company- 
It  carries  food. 

A  revolutionary  idea. 

Once  the  conventional  container  for  food  processors 
was  the  number  ten  can,  which  holds  about  three 
quarters  of  a  gallon. 

Tomato  paste  and  puree,  pizza  sauce,  chili  sauce, 
concentrated  apricots,  apples,  peaches  and  pears- 
all  went  into  those  number  ten  cans. 

But  opening  thousands  of  these  cans  made  as 
much  sense  as  peeling  tons  of  potatoes  by  hand. 

So  we  came  up  with  the  Sterilpac  drum,  a 
55-gallon  steel  container  with  an  electrolytically 
tin-plated  interior. 

It  not  only  brought  about  substantial  savings 
in  freight,  handling,  labor  and  disposal  costs.  But 
it  changed  completely  the  way  a  lot  of  processed 
food  is  shipped. 

How  Sterilpac  protects  quality. 

For  example,  consider  the  tomato  paste  producer 
who  supplies  a  frozen  pizza  company. 

At  the  cannery,  tomatoes  are  cooked  and  steri- 
lized, concentrated  into  a  paste,  cooled,  filled  into 
Sterilpac  containers. 

Without  the  Sterilpac  container,  the  canner 
would  have  to  fill  his  number  ten  cans,  then  sterilize 
them. 

With  Sterilpac,  everything  takes  place  in  a 
closed,  aseptic  system,  so  purity  is  safeguarded. 

The  paste  in  the  Sterilpac  container  retains 
color,  consistency  and  taste.  And  so  does  the  pizza 
that  uses  it. 

Better  thinking  builds  better  drums. 

Curiously,  the  greatest  strain  on  a  drum  bottom 
doesn't  come  from  the  weight  of  its  contents.  It 
comes  from  the  stresses  of  vibration  during  shipping. 

So  we  designed  and  patented  (U.S.  Patent  No. 
3339793)  a  stress-proof  drum  bottom  that  resists  the 
vibrations  that  cause  hairline  cracks. 

The  result?  Drums  that  resist  splits.  Drums  that 
resist  leakage  and  seepage.  Drums  so  strong  they 
can  be  sold,  recycled,  and  used  again  for  a  variety 
of  different  products. 

We  developed  a  Centrifugal  Lining  Process  that 
applies  durable,  protective  coatings  to  the  interiors 
of  drums  and  pails.  These  protect  sensitive  products 
from  contamination  by  contact  with  metal. 

We  developed  the  unique  Rheemcote  color  litho- 
graphic process  that  prints  lasting  colors,  instruc- 
tions and  promotional  messages  directly  on  to  the 
drum  itself.  Not  on  a  paper  label. 


The  world's  largest  manufacturer 
of  steel  shipping  containers. 

Innovations  like  these  have  made  us  the  world's 
largest  manufacturer  of  steel  shipping  containers. 

And  our  experience  in  industrial  packaging 
helped  us  gain  leadership  with  two  kinds  of 
plastic  pails. 

First,  a  five  gallon  polyethylene  pail  for  very 
sensitive  and  expensive  fluids.  When  it's  emptied, 
less  than  lA  ounce  of  liquid  remains.  That's  unique. 

Second  is  an  "open  head"  plastic  pail  with  a 
cover  that  won't  come  off  accidentally.  Yet  it's  com- 
pletely removable  and  strong  enough  to  hold  a 
vacuum.  That's  unusual. 

Our  companies  profit 
from  good  ideas. 

No  wonder  Rheem  operations  form  a  strong,  depend- 
able cornerstone  at  City  Investing.  We  manufacture 
containers  at  16  plants  in  the  United  States  and 
Puerto  Rico,  three  in  Canada,  and  at  most  of  our 
70  plants  in  19  countries  around  the  world. 

The  products  are  basic.  Demand  is  year-round. 
And  the  skills  that  put  us  on  top  in  drums  have 
also  made  Rheem  the  world's  largest  producer  of 
water  heaters.  And  one  of  the  nation's  major  pro- 
ducers of  high-efficiency  air  conditioning  systems. 

Meeting  basic  needs  is  basic  to  our  thinking.  A 
belief  in  basics  guides  the  profitable  growth  of  other 
City  Investing  operations. 

In  insurance,  our  Home  Group  is  a  major  prop- 
erty and  casualty  underwriter,  specializing  in  poli- 
cies tailored  to  business  needs. 

Through  our  majority-owned  GDV,  Inc., we  plan 
and  develop  entire  communities,  and  are  a  major 
builder  of  single  family  houses  and  mobile  homes. 
GDV  is  also  a  major  food  services  company. 

To  learn  more  about  us,  just  clip  the  coupon. 


John  Herndon,  Vice  President 
City  Investing  Company,  Dept.  SC 
,    767  Fifth  Avenue 

I    New  York,  New  York  10022  I 

Dear  Mr.  Herndon: 
I    Please  send  me  more  information  on: 

□  Rheem  Steel  Shipping  Containers 

□  City  Investing  Company 

Name  

Address   I 

City  

I     Stale  Zip  | 

Telephone  [  !  _ 

c  City  Investing 


m 


In  Manhattan,  a  breath  of 
fresh  air  on  Central  Park. 


More  than  two  thirds  of  the 
businessmen  and  women  who 
stay  at  the  Essex  House  have 
been  our  guests  before. 

They  come  back  for  our  loca- 
tion: near  Fifth  Avenue,  Lincoln 
Center,  Broadway  and  the  fash- 
ion district.  Towering  42  stories 
over  the  Park. 

They  come  back  because  they 
don't  have  to  wait  for  breakfast 
in  our  parkside  restaurant.  They 
come  back  for  our  businesslike 
ambience  and  our  view. 


But  most  of  all,  they  return  for 
our  impeccable  service:  wake-up 
calls  that  come  on  time.  First- 
class  room  service. 

They  know  they  can  count  on 
Marriott  to  do  it  right. 

Write  for  a  brochure.  For  reser- 
vations, call  direct  (212)  247-0300, 
or  toll-free  800-228-9290.  Telex 
12-5205. 

Marriotts, 

ESSEX  HOUSE 

160  Central  Park  South,  New  York  10019 


One  in  a  series  of  N  listings 


TFffi60'SECOND 

PlantTour. 


BUILDING  #1701-252 

1  35,600  sq.  ft.  Modern  brick 
and  concrete  panel  construc- 
tion. Less  than  10  years  old. 
1 3  ft.  ceiling.  17  acres  plus. 
20' x  30' bays.  100%sprin- 
klered,  partially  air-condi- 
tioned, rail  siding.  Near 
interstate  highway  and  com- 
mercial airport.  Community 
size:  4,020. Western  Region. 

BUILDING  #1701-237 
51,000  sq.ft.  Brick  and  block. 
Excellent  condition.  16  ft.  and 
36  ft.  ceilings.  25  acres.  Fully 
air-conditioned,  100%  sprin- 
klered,  rail  potential  on  inter- 
state highway.  Near  major 
airport.  Community  size: 
14,280.  Piedmont  Region. 


BUILDING  #1701-265 

49,1 52  sq.  ft.  Brick  and 
masonry.  18  ft.  ceiling.  6"  con- 
crete floor.  5.5  acres.  Near 
interstate  highway  and  major 
airport.  Community  size- 
4.300.  Western  Region. 

BUILDING  #1701-245 
300,000  sq.  ft.  Brick  and 
block.  18  ft.  ceiling.  40  acres. 
Partially  air-conditioned, 
100%  sprinklered,  natural  gas 
and  propane  standby.  Near 
major  airport  and  interstate 
highway.  Community  size: 
1 3,690.  Piedmont  Region. 

BUILDING  #1701-222 
37.780  sq.  ft  Brick  and  block. 
Constructed  in  1974.16  ft.  and 
18  ft.  ceilings.  7  5  acres.  Fully 


air-conditioned,  100%  sprin- 
klered. Near  commercial  air- 
port. Community  size:  3,200. 
Eastern  Region. 

BUILDING  #1701-234 
44,500sq.  ft.  New  basic 
building. Will  complete  to 
buyer's  specifications.  Brick. 
20  ft.  ceiling.  25  acres. 
40'  x  30'  bays.  Community 
size:  13,180.  Eastern  Region. 

BUILDING  #1701-247 
44.000  sq.  ft.  Brick  and  block 
Constructed  in  1968. 14  5  ft. 
ceiling.  29.5  acres.  100%  sprin- 
klered. air-conditioning  in 
1,320  sq.  ft.  office.  Airlines 
throughout  —  3  compressors. 
Community  size:  5,780. 
Eastern  Region. 


These  are  just  a  sample  of  the  exceptional  existing  plant  facilities  available  for 
immediate  occupancy  in  North  Carolina.  For  specifics  or  more  information  on 
other  buildings  or  sites,  write:  N.C.  Department  of  Commerce, Industrial  Develop- 
ment Division,  430  N.  Salisbury  Street,  Raleigh,  N.C.  27611. Or  call  (919)  733-4151. 

North  Carolina 


Readers  Say 


margin.  As  a  result  of  this,  the  stock  is 
registered  in  the  nominee  name  of  Wed- 
bush,  Noble,  Cooke,  Inc.,  clients. 

— Donald "G.  Gloisten 
Vice  President, 

Director  of  Retail  Compliance, 
Wedbush,  Noble,  Cooke,  Inc. 
Los  Angeles,  Calif. 


Keep  fuel  for  commerce 

Sir:  Re  "Roadhogs"  (Trends,  July  9),  the 
primary  goal  of  our  proposals  is  to  con- 
serve fuel  with  the  least  negative  impact 
possible  on  the  nation's  commerce.  Ve- 
hicles operated  for  pleasure  and  conve- 
nience consume  68%  of  the  gasoline. 
-^Marshall  J.  Marnier 
Managing  Director, 
Bureau  of  Salesmen's 

National  Associations 
Atlanta,  Ga. 

Sir:  I  am  one  of  the  "roadhogs."  Sales- 
men contribute  substantially  to  the  GNP 
of  this  country.  Most  of  us  "roadhogs" 
can  see  what  lies  down  the  road  if  we  fail 
to  speak  up  for  the  problems  imposed  on 
us  by  a  mindless  gas-rationing  program. 
Or  maybe  we  should  say  nothing  and 
join  the  ranks  of  the  clothing  manufac- 
turers, tanneries,  ad  infinitum. 
— Lyle  Hagaman 
Boynton  Beach,  Fla. 


Intel  doing  very  well 

Sir:  You  characterized  Intel  ('The  Money 
Men,"  fune  11)  by  saying,  ".  .  .  despite 
recent  gloomy  short-term  advice  from 
the  company,  they  expect  it  to  move 
higher  still." 

You  mixed  up  Intel  with  another  com- 
pany (Itel).  Intel  has  not  said  anything 
gloomy  about  its  performance,  which 
continues  to  be  noteworthy. 
—RogerS.  Borovoy 
Vice  President,  General  Counsel 

and  Secretary, 
Intel  Corp. 
Santa  Clara,  Calif. 


Killing  the  flowers 

Sir:  Your  thoughts  on  not  mowing  lawns 
are  great  (Fact  and  Comment,  fune  11).  In 
Finland  we  were  told  people  don't  mow 
because  it  "kills  the  wild  flowers." 

However,  many  U.S.  municipalities 
have  ordinances  requiring  the  home 
owner  to  mow  the  lawn. 
— Harry  B.  Fuge 
Bridgewater,  N.f. 
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Hard,  timely  information 
you  can  use  today,  planning  for 
better  business  tomorrow. 


Presenting  the  latest  edition  of  the 
Guild  books,  a  series  of 
illuminating  case  studies  that 
illustrate  important  facts  in  planning 
professional  or  business 
partnership  buy-outs  and  stod< 
purchase  agreements  for  close 
corporations. 

In  a  condse, 
readable  style,  the  author 
of  these  well-known  and 
widely  used  books  offers 
significant  up-to-date 
information  on  helping 
yourself  or  your  dients 
build  a  healthy  and  stable 
business  future. 

If  you  are  involved  in  or 
are  advising  a  member  of  a 
close  corporation,  business 
or  professional  partnership, 
(whether  or  not  yet  formed) 
these  books  can  help  you 
significantly  improve  the 
chances  for  success. 

Stock-Purchase  Agreements  and 
the  Cose  Corporation 

•  The  Need  for  Careful  Planning 

•  Stod<  Retirement  or  Cross 
Purchase:  Which  Plan? 

•  Using  a  Trustee 

•  The  Problem  of  Valuation 

•  Tax  Considerations 

•  Spedmen  Agreements 


I 
I 
I 
I 

I 

L 


Please  send  me  a  free  copy  of 

□  Stock  Purchase  Agreements  and 
The  Close  Corporation 

□  Business-Partnership 
Purchase  Agreements 

□  Professional- Partnership 
Purchase  Plan 

Name  


Address  - 
City  


State  _ 


.Zip. 


Irwin  Smiley,  C.L.U.,  General  Agent 
Smiley-Worth  Associates,  Inc. 

National  Life  Insurance  Company 
380  Lexington  Avenue 
New  York.  New  York  1 00  I  7 


Business-Partnership  Purchase 
Agreements 

•  The  Business  Partnership  Defined 

•  The  Plans:  Equity  Purchase  or 
Cross  Purchase? 

•  Adhering  to  Classic 
Arrangement 

•  Tax  Considerations,  Good 
Will,  Funding  Insurance 
#  Spedmen  Agreements 

Professional-Partnership 
Purchase  Plans 

•  The  Nature  of  a  Professional 

Partnership 
•  The  Various  Purchase  Plans:  Pros 
and  Cons 

•  Valuation  and  Tax  Considerations 

•  How  to  Set  Up  a  Plan 

•  Putting  a  Price  Tag  on  the 
Interest  of  Each  Partner 

•  The  Role  of  Estate  Taxes 

Any  one  of  these  books  is 
yours  free  for  the  asking.  For  your 
copy,  simply  complete  the  coupon 
and  send  it  with  your  business 
card  attached. 


iuoi  / 


The  quality  of  Life. 

National  Life 

of  Vermont 

National  Life  Insurance  Company    Home  Office:  Montpelier,  Vermont  05602 
LIFE  INSURANCE,  BUSINESS  INSURANCE.  DISABILITY  INSURANCE.  PENSION  AND  PROFIT-SHARING  PLANS. 
THROUGH  OUR  AFFILIATE.  EQUITY  SERVICES.  INC.  -  MUTUAL  FUNDS.  VARIABLE  ANNUITIES. 


Report  from  GTE 


Introducing 

a  worldwide  data  communications 


Terminal-to-computer  talk  is  more  and  more  a 
business  necessity. 

Because  GTE  is  concerned  with  all  communica- 
tions, we  have  acquired  Telenet  Corporation,  a 
pioneer  company  in  the  field  of  nationwide  data 
communications  networks.  This  puts  GTE  in  a 
leadership  position  in  this  fast-growing  area  of 
telecommunications. 

The  problems. 

Not  all  computers  use  the  same  language,  or 
talk  at  the  same  speed. 

Data  transmission,  over  the  phone  network  or 
a  private-line  network,  is  expensive :  lines  are  un- 
used much  of  the  time ;  equipment,  personnel  costs 
and  distance  charges  are  high. 

The  answer  lies  in  a  technique  called  packet 
switching. 


The  answer. 

Telenet  packet  switching  solves  language  ii 
compatibility  and  speed  problems  by  convertin  G 
all  messages  to  a  universal  "protocol." 

High  cost  is  relieved  because  many  customer  i 
share  the  Telenet  lines. 

The  cost  of  distance  is  eliminated  becaus 
Telenet  charges  are  independent  of  distance.  You 
computer  can  talk  across  the  country  for  no  mor 
than  across  the  street. 

How  packet  switching  works 

You're  probably  familiar  with  computer  tim 
sharing.  Packet  switching  is  time-sharing  of  th 
transmission  network  (with  a  lot  of  help  fron 
Telenet  I . 

Your  message  is  broken  into  short  segments,  o: 
packets.  They  are  sent  through  the  network,  intei 
leaved  with  other  packets,  directed  to  their  dest 
nations  by  computers  at  each  switching  center. 

The  packets  are  reassembled  and  relayed  to 
the  terminal  at  the  receiving  end. 

All  messages  in  the  network  are  converted 
to  a  standard  data  format.  It  makes  no 
difference  what  computer  language  is  used 
as  input. 


Telenet 


network  for  the  80's. 


aTE  Telenet. 

GTE  Telenet  will  operate  separately,  one  of  the 
JTE  family  of  companies. 

Currently,  Telenet  provides  data  communica- 
ions  nationwide  in  the  United  States  and  in  17 
ther  countries.  This  network  is  growing  rapidly. 


GTE  communications. 

At  GTE,  we  look  to  packet  switching  as  a  nat- 
ural area  for  growth  into  the  1980's.  Now,  we  not 
only  provide  telephone  service  for  27,000,000  peo- 
ple in  thirty-one  states  and  Canada  ...  we  will 
provide  data  communications  for  businesses 
around  the  world. 

GTE  is  telecommunications.  And  a  great  deal 
more. 


One  Stamford  Forum,  Stamford,  Connecticut  06904 


The  most  successful 
fleet  team  of  the  '70s  has 
a  lot  of  things  you  should 

know  for  the  '80s. 


All  through  the  70s,  Chevrolet  proved  its 
leadership  in  the  fleet  business  by  providing  cars 
that  satisfied  a  wide  range  of  business  uses. 

Cars  that  were  competitive,  good-looking, 
comfortable.  Right  for  the  times.  It's  what  helped 
make  Chevrolet  the  leader  in  fleet  sales. 

Innovation  keeps  Chevy  No.  1. 

For  the  '80s,  Chevrolet  continues  its  leader- 
ship position  with  more  innovations  to  help  you 
meet  the  new  demands  of  the  future. 

Innovations  in  cars  like  the  1980  Chevy  Cita- 
tion. In  the  1980  Malibu  with  a  new  standard  V6 
engine.  In  the  1980  Monte  Carlo.  And  in  the  1980 
Caprice  and  Impala  —  improved  to  meet  the 
demands  of  today's  driving  while  still  keeping  the 
full-size  room,  ride,  and  comfort  wanted  by  so 
many  fleet  operators. 

Plus,  for  1980,  Caprice  and  Impala  will  come 
with  many  other  refinements  which  add  up  to  the 
kind  of  down-size  cars  you'll  need  for  the  '80s. 


Chevy  people:  the  proven  performers. 

On  top  of  it  all  is  the  Chevrolet  organization: 
Proven  salespeople.  Experienced  fleet  sales  rep- 
resentatives. And  an  extensive  dealer  network. 
They  all  work  together  to  help  keep  your  opera- 
tions running  smoothly  and  successfully. 

What  it  all  comes  down  to  is  the  Chevrolet 
team.  We  offer  you  the  utmost  in  confidence 
through  our  products  and  our  people. 

So  if  you're  facing  a  challenge  deciding 
which  fleet  is  the  right  one  for  your  needs  .  .  . 
there's  one  proven  solution. 

Chevrolet. 

Chevy  cars,  Chevy  dealers,  Chevy  people: 
The  proven  performers. 


With  all  thy  getting  get  understanding'' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IN  MEMORIAM 

"There  will  never  be  an  instance  while  I  am  President,  when  the  members  of  the  White 
House  staff  dominate  or  act  in  a  superior  position  to  the  members  of  our  Cabinet." 

— President  Jimmy  Carter,  three  days  after  inauguration 

THAT  CARTER  STATEMENT 


was  sillier  than  his  firing  of  four  Cabinet  members  (Bell  want- 
zd  out).  Never  to  say  "never"  is  something  most  of  us  learn 
rather  early  in  life,  if  we're  at  all  learnable.  For  somebody  to 
make  it  all  the  way  to  the  White  House  and  be  guilty  of  so 
many  well-motivated  but  emotional  simplicities  is  as  unique 
as  the  present  President  getting  there  in  the  first  place. 

Why  such  a  fuss  about  a  President  wanting  loyal  Cabinet 
members  who  will  support  the  decisions  taken?  When  this 
President  finally  alights  on  a  decision— however  temporary  it 
may  be — he's  entitled  to  Cabinet  support,  or  if  there's  deep 


disagreement,  then  resignation.  He  should  have  fired  a  couple 
of  these  birds  long  ago.  And  if  ineffectiveness  is  any  criterion, 
some  others  are  infinitely  eligible  for  swift  retirement. 

A  President  is  not  only  entitled  to,  but  needs,  loyalty  as  well 
as  advice  from  his  chosen  Cabinet  members.  The  more  inept 
the  President,  the  greater  that  need. 

If  Cabineteers  want  to  be  political  privateers  and  go  their 
own  way,  then  any  President  is  right  to  send  them  on  their 
way.  They're  his  appointees.  He's  elected  and  is  held  account- 
able. They  are  not,  except  to  him. 


WITH  GAS  TANKS  FULL  AGAIN,  HERE  WE  GO  AGAIN 


arguing  whether  we  should  go  all  out  on  synfuels,  whether  we 
should  get  cracking  again  on  atomic  energy,  arguing  about  the 
:ost  and  feasibility  of  solar  energy.  Et  cetera  ad  nauseam. 

When  will  we  adjust  to  the  fact  that  we  have  no  choice  but  to 
50  all  out  in  every  direction — no  matter  how  costly  and  possi- 
bly mistaken  some  directions  eventually  prove  to  be?  The 
most  ghastly,  costly  mistake  we  can  make  is  to  continue  to 
have  our  whole  wealth  and  weal,  our  every  freedom  and  that  of 
the  Free  World,  present  and  future,  in  the  hands  of  Qaddafi- 
fChomeinesque  fanatics. 

We've  indulged  in  the  luxury  of  debate,  of  extremist  enviroh- 
mentalism  and  "expert"  this-and-that-can't-be-done  discourse 
since  the  oil  freeze  of  six  years  ago.  It's  a  case  of  a  relatively  minor 


lower  standard  of  living  (a  bit  less  heating,  less  cooling,  less 
dri  vingand  less  wastingand  perhaps  a  little  less  net  income)  or  no 
standard  of  living  as  Americans,  independent  and  the  guarantors 
of  freedom  for  those  nations  who  are  and/or  want  to  be. 

The  one  way  Jimmy  Carter  can  turn  those  polls  upside  down 
is  to  put  the  United  States  rightside  up  in  energy. 

*    *  * 

As  for  the  inestimable  cost  of  synfuels,  be  they  from  converted 
coal,  shale,  tar  sands,  sugar,  grain,  wheat,  sun,  wind,  tide  or 
garbage,  of  one  thing  you  can  be  as  certain  as  you  can  be  of 
death:  By  the  time  any  or  appreciable  quantities  of  all  are  on 
stream,  the  per-gallon  price  will  not  be  much,  if  any,  more  than 
OPEC  will  then  be  charging. 


CANADA;  TWO  STARTLING  FORECASTS 


From  two  knowledgeable  corporate  chieftains  of  major  con- 
sequence I  heard  two  amazing  predictions  concerning  Canada. 

Said  one,  who  has  a  lifelong  intimate  knowledge  of  Canada: 
'Thirty  years  from  now  most  of  Canada  is  likely  to  be  part  and 
parcel  of  the  United  States.  Canada  is  3,000  miles  wide  and 
only  1,500  miles  deep.  An  independent  Quebec  would  sever 
the  Maritime  Provinces,  which  depend  for  two-thirds  of  their 
income  on  handouts  from  the  rest  of  Canada.  British  Columbia 
and  Alberta  are  totally  West  Coast,  U.S. A. -oriented  in  trade, 
outlook,  thinking.  Ontario,  Manitoba  and  Saskatchewan  con- 


stitute a  viable  separate  entity." 

The  other  gentleman,  an  enormously  successful  Man  of  Oil, 
disagreed  on  that  distant  possibility.  But  he  made  an  equally 
astonishing  statement: 

"While  today  we  are  consumed  with  the  energy  crisis,  it's 
water  that  will  be  Canada's  most  vital  export  some  years  from 
now.  Both  the  United  States  and  Mexico  will  be  dependent  on 
Canada  for  two-thirds  of  their  water  supply — a  commodity  far 
more  vital  to  life  than  any  other."  (See  p.  56.) 

Quite  something  to  think  about. 
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On  the  Jersey  Shore — Ocean  Grove,  N.J. 
Summer  Places — by  Brendan  Gill;  photos  by  Dudley  Witney 
(Methuen,  $29.95).  As  author  Gill  suggests,  the  very  words 
bring  a  flood  of  warm  personal  memories.  Dudley  Witney's 
pictures  are  superb  but,  perhaps  because  there's  far  too  little  of 
far  too  many  summer  places,  seldom  does  the  reader-viewer 
feel  that  the  substance  of  any  has  been  captured. 


Manned  balloon  at  the  I  'niversal  Exposition  of  Paris.  1900 
The  Man  Who  Photographed  the  World — by  Burton  Holmes, 
Travelogues  1892-1938,  edited  by  Genoa  Caldwell  (Harry  N. 
Abrams,  Inc.,  $25).  Burton  Holmes  was  the  travelogue  lecturer 
for  four  decades.  But  few  of  his  photographs  add  much  dimen- 
sion to  the  scenes. 
Excerpt:  Remembering  that  Mr.  Holmes  was  an  active 
contemporary  of  Miss  Bly's,  that  he  was  making  a  liveli- 
hood at  traveling  when  William  McKinley.  John  L.  Sullivan 
and  Admiral  Dewey  ruled  the  United  States.  ...  it  is  at 
once  amazing  and  reassuring  to  pick  up  the  daily  newspa- 
pers of  1946  and  find,  sandwiched  between  advertisements 
of  rash  young  men  lecturing  on  "Inside  Stalin"  and  "I  Was 
Hitler's  Dentist."  calm  announcements  that  tomorrow  eve- 
ning Mr.  Burton  Holmes  has  something  more  to  say  about 
"Beautiful  Bali" — from  the  introduction  by  Irving  Wallace. 


The  Independence,  decorated  for  cruise  service 
Sail,  Steam  and  Splendour— by  Byron  S.  Miller  (Times  Books, 
$35).  In  emphasizing  completeness,  this  pictorial  history  un- 
fortunately shortchanges  the  most  exciting  period — the  Splen- 
dour Era.  (photo  by  Yale  Joel — Time/Life) 
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HAVE  IT 

Excerpt:  In  1956,  more  than  a  million  people  made  thi 
ocean  crossing — the  first  time  that  many  people  crossed  it 
more  than  20  years.  .  .  .  In  the  landmark  year  of  1957.  a 
many  people  crossed  the  Atlantic  by  air  as  crossed  it  by  sea 
Soon  the  decline  in  steamship  business  became  precipitous 


A  young  Bushman  motlier  with  her  baby 
South  West — by  Gerald  Cubitt  and  fohann  Richter  (C.  Struil 
Ltd.,  Cape  Town,  South  Africa,  $12).  A  most  timely  volunv 
about  an  "emerging"  African  country  (Namibia)  much  in  th 
news  today.  Following  a  brief  history,  pictures  give  the  picture 
Informative  captions,  too,  though  the  tiny  type  makes  'en 
hard  to  read,  (photo  by  G.  Cubitt) 


Aftermath  of  flood,  Mount  Vernon.  Ind  1937 
Russell  Lee-Photographer — by  F.  Jack  Hurley  (Morgan  &  Mor 
gan,  $15.95).  Another  among  the  great  Depression-documen 
tary  photographers.  Stark,  evocative  stuff. 


October  foliage  at  Ix>ner  South  Falls 
Oregon  II — text  by  Archie  Satterfield;  photos  by  Ray  Atkeson 
Alaska,  Oregon  11,  Wyoming  are  just  three  of  the  most  color 
fully  stunning  state  series  from  the  Graphic  Arts  Center  Pub 
lishing  Co.  (200  N.W.  Wilson  St.,  Portland,  Ore.  97209 
$27.50).  They  idealize  American  still  life;  even  when  cities  an< 
other  manmade  things  appear,  photographic  distance  and  dif 
fusion  makes  'em  unobtrusive.  If  this  is  America,  the  environ 
mentalists  can  all  go  home. 
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FIRST-RATE  NONCAREER  AMBASSADOR 


We  can  all  be  glad  that  Tom  Watson  was  asked  by  the 
President  and  has  agreed  to  serve  as  the  U.S.  ambassador  to 
Soviet  Russia.  This  retired  Mr.  IBr  has  the  greatest  depth  of 
perception  of  past,  present  and  futi 
breadth  of  vision.  He's  tough  indee 
be  unnasty. 

This  business  of  appointing  on 
ambassadorships  is  being  as  ove? 


,  plus  the  widest  possible 
ut  tactful.  His  nyets  will 

ireer  diplomats  to  major 
e  as  the  appointment  of 


PASSING  THOUGHTS 

With  rueful  thoughts  about  this  undeniable  milestone  mark- 
ing time's  relentless  rush,  I  find  my  antenna  picking  up  more 
observations  about  age  than  usual. 

There  was  the  conversation  at  the  next  table  when  one 
smart  young  thing  said  to  the  other:  "It's  my  sister-in-law's 
thirty-fifth  birthday  .  .  .  can  you  imagine!?" 

Then  there  was  the  seven-year-old  playing  with  one  of  our 
grandchildren  and  he  was  proving  his  grandfather's  antiquity  by 
the  awesome  claim  that  "my  grandfather  was  in  World  War  II!" 

And  in  Alison  Lurie's  novel,  Only  Children,  the  Southern 
belle  comments:  "Ah  was  the  cutest  thing  in  Greensboro,  if 
Ah  do  say  so  mahself.  Ah  was  having  the  most  fun  you  ever 

AS  YOU  GET  OLDER 

Don't  slow  down. 
Speed  up. 

There's  less  time  left. 


only  Big-Giver  big  shots  used  to  be.  Anybody  who  percolates  to 
the  top  of  the  foggy-bottomed  State  Department  pot  after  20  to 
30  years  has  to  have  lost  a  lot  of  his  flavor. 

The  Kremlin  has  enormous  respect  for  anyone  who  has  built 
and  run  such  a  complex  and  hugely  successful  corporation  as 
IBM.  Because  they  have  few,  if  any,  who  can  do  such. 

It'll  be  mighty  timely  having  Tom  in  Moscow,  what  with 
SALT  so  shaky  that  it  might  not  pour  at  all. 

ON  A  60TH  BIRTHDAY 

can  imagine,  right  through  the  war.  And  after  the  boys  came 
home  it  was  even  better.  .  .  .  And  then,  all  of  a  sudden,  Ah  was 
26  years  old.  .  .  Geezus,  it's  just  plain  awful  growing  old." 

Then  while  going  down  on  the  escalator  in  Macy's  recently, 
there  was  a  young  guy — late  20s,  I'd  say — chatting  it  up  with  a 
gal  of  the  same  vintage  on  the  steps  just  behind  me.  Queried, 
she  was  explaining  she  couldn't  have  dinner  with  him  that 
night  because  it  was  her  father's  forty-eighth  birthday.  Said  our 
thwarted  Lothario,  "Gee,  that's  one  thing  we  have  in  com- 
mon— my  father's  old,  too.  He's  51." 

Disirregardless,  since  there's  no  choice  about  being  60,  I'll 
enjoy  going  like  60. 

HEREAFTER  THOUGHT 

Many  of  us  better  hope  that 
if  the  Lord  deals  out  justice, 
the  Devil  isn't  as  bad  as  he's  painted. 


WHEN  THE  IRRESPONSIBLE  BECOMES  RESPONSIBLE 


By  M.S.  Forbes  Jr. 


With  the  economy  contracting, 
President  Carter  is  facing  a  growing 
clamor  to  cut  taxes.  Many  responsible 
observers  deplore  this  election-year 
pressure,  believing  it  will  make  future 
inflation  that  much  worse. 

Actually,  a  properly  structured  tax 
cut  would  not  only  ease  the  reces- 
sion's severity,  but  could  set  the  foun- 
dation for  a  healthy,  less-inflationary 
recovery  in  1981.  The  case  for  a  siz- 
able decrease  in  taxes  is  overwhelm- 
ing. The  phrase  "tax  cut"  is  actually 
misleading — if  rates  are  not  reduced, 
taxes  will  be  rising  sharply. 

Income  taxes.  Inflation  automati- 
cally increases  people's  income  taxes. 
When  a  person  receives  a  raise  that 
matches  the  rate  of  inflation,  he  gets 
pushed  into  a  higher  tax  bracket.  His 
real  aftertax  income  is  lower  than  be- 
fore and  his  tax  payments  are  higher. 
A  9%  inflation  increases  income  tax 
revenues  by  at  least  $15  billion. 

Social  Security.  This  rising  payroll 
levy  will  cost  consumers  and  business 
an  additional  $18  billion  next  year. 


OPEC.  The  cartel's  latest  extortion 
is  a  disguised  sales  tax.  OPEC  will 
drain  at  least  another  $20  billion  per 
annum  from  the  American  economy. 

Add  it  up:  A  tax  cut  of  $50  billion 
wouldn't  even  keep  us  in  place.  The  size 
of  the  reduction  must  be  larger  than  the 
$15  billion  to  $20  billion  now  being 
discussed.  The  key  is  how  the  tax 
reduction  will  be  structured.  Econo- 
mists of  all  persuasions  are  beginning 
to  recognize  the  need  for  speeding  up 
plant  and  equipment  writeoffs. 

But  what  frightens  a  good  many 
financial  observers  are  ideas  like  the 
Republican  plan  to  cut  personal  tax 
rates  by  10%  in  fiscal  1980.  That 
move  would  supposedly  increase  con- 
sumption, and  the  economy's  prob- 
lem has  been  not  enough  production. 

But  punishing  consumption  by  fail- 
ing to  reduce  rising  income  taxes  will 
not  lead  to  increased  investment  and 
production.  Until  very  recently,  Brit- 
ain had  ferocious  levies  on  personal 
incomes.  Sweden  still  does.  Both 
countries'  incentives  for  business  in- 
vestment are  about  the  most  liberal  in 
the  West.  Yet  corporate  investment 


in  Britain  in  the  1970s  has  been  ane- 
mic and  the  performance  of  Sweden's 
economy  in  the  past  four  years  has 
been  worse  than  Italy's. 

Real  individual  incomes  in  the  U.S. 
are  little  better  today  than  they  were 
in  1972.  What  has  sustained  the  econ- 
omy has  been  the  growth  (now  almost 
nonexistent)  of  the  work  force  and  the 
enormous  surge  in  consumer  debt. 

A  cut  in  marginal  tax  rates  would 
not  simply  boost  consumption,-  it 
would  encourage  people  to  save  and 
invest  and  to  work  more  productively. 
When  personal  rates  were  cut  in  1964- 
65,  total  individual  savings  jumped 
nearly  40%  in  two  years. 

The  Kemp-Roth  bill  (which  would 
reduce  individual  rates  -  30%  over 
three  years)  combined  with  more  real- 
istic depreciation  schedules  would  in- 
crease both  demand  and  supply.  Such 
a  buoyant  economy  would  increase 
federal  tax  revenues  as  well. 

Here's  a  case  where  "irresponsible" 
electioneering  would  be  the  most 
positive  course  of  all. 

(For  an  opposing  view,  see  The 
Economy,  p.  147.) 
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II 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind. — MSF 


Gas  Costs  a  Year  Ago 

The  average  price  per  gallon  of  gasoline 
in  the  U.S.  in  1978  was  about  66  cents  or 

a)  one-quarter  to  one-third  of  the  price  in 
the  European  Economic  Community; 

b)  9.5%  below  what  is  was  in  1950  (in  1967 
dollars).  If  the  price  of  gasoline  doubles  in 
the  U.S.  to  $1.31  and  if  inflation  increases 
at  only  6.7%  (one-half  the  rate  of  1979's 
first  quarter),  its  price  in  1967  dollars  will 
have  risen  only  15%  above  1950. 

Why  doesn't  Carter  say  this?  In  the 
1970s  our  vehicle  population  (cars, 
trucks  and  buses)  has  increased  to  129 
million  or: 

2.5  times  the  population  increase  in 
absolute  numbers; 

4.9  times  the  population  increase  in 
percentage  terms; 

by  4.3  million  vehicles  per  year,  which 
is  76%  more  than  the  annual  gain  in  the 
1950s  and  41%  more  than  the  annual 
gain  in  the  1960s. 

Between  1945  and  1977—32  years— 
U.S.  vehicle  numbers  went  from  29.5 
million  to  128.6  million,  up  336%  vs.  a 
54.2%  increase  for  population. 

— J.  Peter  Grace  Jr., 
CEO,  W.R.  Grace  &  Co. 

Photographers 
as  Surgeons 

Photography  is  a  wonderful  profession, 
but  have  you  ever  stopped  to  think  that 
your  profession  is  quite  similar  to  the 
responsibility  of  a  surgeon  who,  with  his 
scalpel,  always  has  a  life  in  his  hands? 
You  have  a  life  in  your  hands  every  time 
you  use  your  camera.  ...  A  photograph 
never  grows  old.  People  change,  but  a 
photograph  always  remains  the  same. 
You  see  people  as  you  remember  them. 

— Albert  Einstein  to 
photographer  Alan  Windsor  Richards, 
in  Einstein  As  I  Knew  Him 

Vanity  and  Age 

The  vanity  of  older  people  is  simple  to 
explain,  and  condone.  They  yearn  for 
recognition  of  what  they  have  been:  the 
reigning  beauty,  the  athlete,  the  scholar. 
The  beauties  have  the  hardest  time  of  it; 
sometimes  they  make  themselves  gro- 
tesque by  their  efforts  to  simulate  former 
charms. 

Being  admired  and  praised  is  one  com- 
pensation of  age,  for  the  lucky  ones,  but 
there  are  other  pleasures  as  well,  includ- 
ing some  that  younger  persons  find  hard 
to  appreciate.  One  of  them  is  simply 
sitting  still,  like  a  snake  on  a  sun- 
warmed  stone,  with  a  delicious  feeling  of 


indolence  that  was  seldom  enjoyed  in 
earlier  years.  At  such  times  the  older 
person  is  completely  relaxed.  The  future 
does  not  exist  for  him. 

— Malcolm  Cowley  in  Life  magazine 


the  Supreme  Court  to  rule  on  whether  o 
not  he  has  a  constitutional  right  to  pla) 
girls'  volleyball,  the  American  business 
community  should  be  able  to  get  a  higll 
court  review  of  the  federal  government'j 
tangled  antidiscrimination  policies. 

— Harold  G.  Gordon 
Director  of  Special  Studies 
U.S.  Industrial  Counci 
in  a  letter  to  the  Wall  Street  Jouina. 


Par  for  Economists 

Two  years  ago,  when  Charles  L. 
Schultze,  chairman  of  the  President's 
Council  of  Economic  Advisers,  was  sell- 
ing President  Carter's  economic  stimu- 
lus package  to  Congress,  he  said  there 
was  no  danger  of  inflationary  overheat- 
ing because  of  excess  capacity.  Capacity 
utilization  then  was  around  85%.  Now, 
Mr.  Schultze  is  telling  Congress  that  the 
economy  has  indeed  overheated.  The  lat- 
est operating  rate  is  below  85% . 
— Steven  Rattner,  The  New  York  Times 


Frivolous  Litigation? 

You  reported  that  a  federal  judge  has 
dismissed  Sears,  Roebuck's  celebrated 
lawsuit  against  the  government  on 
grounds  that  the  company  failed  to  pre- 
sent a  justiciable  case  or  controversy.  .  .  . 
Applauding  the  decision,  EEOC  adminis- 
trator Eleanor  Norton  declared:  "There 
was  never  any  doubt .  .  .  that  this  suit 
would  be  dismissed.  The  equal  opportu- 
nity laws  are  too  serious  to  be  entangled 
with  frivolous  litigation." 

Meanwhile,  in  the  same  wonderful 
city  of  Washington,  the  Supreme  Court 
agreed  to  hear  the  case  of  a  New  England 
high  school  boy  who  wants  to  play  on 
the  girls'  volleyball  team.  Frivolous  litiga- 
tion? If  some  high  school  student  can  get 


Good  grief,  they're  cutting 
down  the  biggest  trees  and 
keeping  the  monkeys, 

— Representative  Charles  Wilson 
(D  Tex.)  commenting  on  Cabinet  firings 


By  Invitation  Only 

"Teddy,  you've  read  all  this  stuff  ir 
business  magazines  about  how  the  boss 
door  is  always  open  to  everyone?"  I  said  I 
had,  and  he  continued,  "Well,  that's  noi 
the  way  I  run  my  magazines.  Every 
body's  door  is  open  to  me.  But  my  door  is 
open  to  people  only  when  I  want  to  see 
them." 

— Henry  R.  Luce,  quoted  b> 
Theodore  H.  White,  In  Search  of  History 

The  "Me  Generation" 

It's  no  wonder  parents  and  others  ol 
the  Old  School  are  confused.  I  have  a 
daughter  who  has  blue  jeans  that  sa> 
Calvin  Klein  on  the  seat,  dresses  that  sa> 
Christian  Dior,  scarves  that  say  Vera 
shoes  that  say  Gucci,  skirts  that  say 
Pucci,  purses  that  say  Yves  St.  Laurent— 
and  what  does  she  keep  telling  us?  "] 
want  to  be  ME. " 

— from  a  speech  by  Robert  Buckley 
CEO,  Allegheny  Ludlum  Industries,  Inc 


"Don't  give  me  that.  I  wasn't  born  yesterday,  you  know." 

Drawing  by  Modell;  ©  1978  The  New  Yorker  Magazine,  Inc.: 
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COMPUTER  AND  COMMUNICATIONS 


THE  COMPUTER 

AND 


COMPANY 

thaf's  at  the  forefront 
of  the  new  computer  revolution, 


memo  from 
marsh  &  Mclennan 


Courtesy.  Ishikawajlma-Harima  Heavy  Industries  Company  Limited 


Floating  pulp  mill  and  tugs  travel  15.000  miles  safely,  protected  all  the  way  by  insurance  arranged  through  Marsh  &  McLennan. 


If  we  could  arrange  insurance 
for  a  pulp  mill  that  crossed  the  ocean, 
we  can  protect  almost  anything 
afloat. 


Imagine,  if  you  will,  a 
structure  that  stands  taller 
than  a  16-story  building  and 
longer  than  two  football  fields 
placed  end  to  end. 


Now  imagine  that  the 
structure  is  floating  atop  a 
barge  and  about  to  embark  on  a 
93-day,  15,000-mile  journey 
that  starts  in  Japan  and  ends 
in  Brazil,  far  up  the  Amazon 
River. 

This  gives  you  some  idea  of 
the  challenge  our  marine  insur- 
ance specialists  faced  when  we 


were  asked  to  arrange  the  in- 
surance for  the  floating  pulp 
mill  shown.  Nothing  like  this 
had  ever  been  attempted  be- 
fore. 

Our  experts  got  to  work 
and  developed  the  necessary 
coverage.  Our  client's  needs 
were  satisfied.  They've  come  to 
expect  the  best  from  us  and  we 
work  hard  not  to  let  them 
down. 

That's  why  we're  Number  1  in 
marine  insurance. 

Marsh  &  McLennan  is  the 
undisputed  leader  in  the  ma- 
rine insurance  field. 

What  this  means  to  ship- 
pers and  operators  is  this:  a 
depth  of  talent  and  full  range  of 
capabilities  that  make  us  better 
equipped  to  evaluate  and  in- 
sure against  the  varied  expo- 
sures faced  on  the  high  seas, 
rivers,  and  lakes. 

What's  more,  our  capabili- 
ties extend  internationally.  We 
have  worldwide  operations  to 
serve  our  clients  wherever 
they're  located. 

But  perhaps  most  impor- 
tant to  our  clients  is  the  way 
our  innovative  thinking  over 
the  years  has  surmounted 
many  difficult  insurance  prob- 
lems, invariably  setting  the 
pace  for  the  entire  industry.  For 
instance: 

•  We  were  first  to  develop  cov- 
erage for  companies  in- 
volved in  laying  trans- 
oceanic communication 
cables. 

•  We  pioneered  the  develop- 
ment of  insurance  pro- 
grams for  VLCC's  and  other 
highly  valued  vessels. 

•  We  negotiated  and  placed 
coverage  on  the  first  of  the 
Condeep  North  Sea  drilling 
platforms. 

And  even  now  we  are 
engaged  in  developing  coverage 
for  commercial  cargo  that  will 
lift  off  on  the  space  shuttle  in 
the  early  1980's. 


Smaller  companies,  too, 
appreciate  these 
advantages. 

Don't  let  our  size  scare  you 
off.  A  project  the  size  of  a  pulp 
mill  is  extraordinary,  even  for 
Marsh  &  McLennan.  Most  of 
our  hull  and  cargo  clients  are 
much  smaller  in  scale— and 
each  receives  the  services  of  ex- 
perts in  the  intricacies  of  ma- 
rine insurance.  These  skills  are 
as  useful  to  a  relatively  small 
shipper  as  they  are  to  a  com- 
pany that  operates  a  large  fleet. 

Frankly,  no  matter  the  size 
of  your  vessels  or  the  value  of 
your  cargo,  your  protection 
should  be  nothing  less  than  the 
best.  That  means  Marsh  & 
McLennan.  Let  us  examine 
your  marine  insurance  pro- 
gram. Perhaps  we  can  show 
you  ways  to  reinforce  your  cur- 
rent coverages,  improve  service, 
reduce  administrative  work, 
and  quite  possibly  save  signifi- 
cantly on  costs. 

The  thing  to  remember  is 
that  Marsh  &  McLennan  is 
never  satisfied  with  pat  an- 
swers or  same-as-before  solu- 
tions. That's  been  our  guideline 
for  over  100  years  and,  as  much 
as  anything,  accounts  for  our 
position  today  as  the  world's 


leading  insurance  broker. 

But  even  more  important: 
it's  a  clear  sign  that  what  we  do 
for  our  clients  is  working. 


If  you'd  like  to  know  more 
about  ways  we  might  help  you, 
write  to  Mr.  John  W.  Buzbee, 
Senior  Vice  President,  Marsh  & 
McLennan,  Incorporated,  Dept. 
1000  FB,  1221  Avenue oj the 
Americas,  New  York,  New  York 
10020. 

Our  marine  insurance  experts  are  at  your 
service,  around  the  clock,  around  the  world. 


When  it  comes  to  insurance, 
come  to  the  leader. 


Marsh  &  

Mclennan  

©1979.  Marsh  &  McLennan,  Incorporated 


This  is  Boodles.  Imported  from  Britain  for  the  individual  who 
thinks  it  unforgivable  to  make  a  martini  or  tonic  drink  with  anything  less  than 
an  ultra-refined  British  gin.  The  individual  who  desires  incomparable  pleasure 
that  only  the  worlds  costliest  methods  could  produce. 
Yes"  Boodles  is  expensive.  But,  forgivably  so. 

BoodlesThe  world's  costliest  British  gin. 
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Forbes 


Is  the  whole  nation  facing  recession,  or  just 
parts  of  it?  This  downturn  may  be  concentrat- 
ed and  local,  not  broad  and  national. 


The  segmented 
economy 


By  Jerry  Flint 


Is  the  economy  hke  a  single  eleva- 
tor — going  down  fast  into  recession? 
A  better  metaphor  would  be  a  bank 
of  elevators,  many  headed  down  all  right, 
but  a  goodly  number  still  going  up  or 
sitting  on  the  top  floors. 

In  today's  recession  there  are  distinct 
bright  spots:  geographical  bright  spots 
such  as  the  West  Coast,  the  Sunbelt  and 
the  farm  belt;  industrial  bright  spots 
such  as  defense  and  aerospace,  capital 
goods  and  commercial  construction. 
Even  in  the  most  depressed  sector — 
automobiles — they  will  be  hiring  in 
Oklahoma  City. 

The  economy  appears  to  be  more  seg- 
mented than  usual — sick  industries  and 
sick  cities,  but  fair  or  good  business  in 
much  of  the  country,  too.  Even  in  the 
worst  case  scenario  (see  The  Economy,  p. 
147)  some  businesses  and  parts  of  the 
country  will  be  virtually  unscathed. 

Construction  of  single  homes  has  fall- 
en, for  example,  but  commercial  and  in- 
dustrial work  is  still  strong.  "It  seems  to 
be  holding,"  says  Campbell  Reed,  direc- 
tor of  the  building  division  of  the  Associ- 
ated General  Contractors  of  America. 
"I've  been  talking  to  architectural  engi- 
neers. They  would  feel  the  effects  of  any 
falloffs  before  us,  and  they  seem  busy  as 
ever.  The  builders  say  they  have  work  to 
keep  them  busy  well  into  the  second 
quarter  [of  1980],  maybe  tlyrough  the  sec- 
ond quarter  and,  if  the  stuff  keeps  com- 
ing from  the  designers,  maybe  longer." 
High  technology  hasn't  slumped.  Oli- 


ver Smoot,  vice  president  of  the  Com- 
puter and  Business  Equipment  Manufac- 
turers Association,  says  that  most  com- 
panies have  record  backlogs,  "not  just 
the  IBMs  and  Xeroxes,  but  the  minicom- 
puter companies  are  in  the  same  boat." 
Those    backlogs    have    been  double- 


checked  because  they  faded  away  in  the 
last  recession.  This  time  they  are  solid. 

Farm  implement  makers  Deere  and 
Harvester  have  told  Forbes  that  this  year 
is  good  and  they  expect  it  to  get  better 
when  farmers  put  in  their  orders  after 
collecting  their  harvest  profits. 

Defense  spending  seems  to  be  on  the 
upswing,  SALT  or  no  SALT,  and  govern- 
ment and  commercial  backlogs  are 
strong  in  aerospace.  Deregulation  of  the 
airlines  eliminating  service  to  smaller 
communities  also  may  mean  more  busi- 
ness— and  more  orders  for  smaller  air- 
craft— for  commuter  lines. 

Geographically,  the  recession  "will  be 
felt  fully  in  the  North  but  have  little  or  no 
impact  in  the  South  or  West,"  says  a 
panel  of  regional  economists  put  togeth- 
er by  the  Conference  Board,  a  business 
research  group.  The  California  picture, 
for  example,  is  brightened  by  the  strong 
outlook  for  defense,  aerospace,  agricul- 
ture and  high  technology,  says  Eric  P. 
Thor,  Bank  of  America  economist,  who 
sees  California's  real  "gross  state  prod- 
uct" rising  2.5%  this  year  and  2%  next. 

In    the    midwestern   grain  basket, 


The  new  Palace  Hotel  rising  on  New  York  City 
Commercial  building  piclced  up  late  but 


''s  Madison  Avenue 
runs  strong  in  this  downturn. 
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there's  a  boom  under  way  tied  to  Soviet 
buying  and  climbing  prices  for  wheat, 
corn  and  beans,  plus  a  big  harvest.  The 
Agriculture  Department  still  is  raising  its 
estimates  of  net  farm  income  for  the 
year.  No  one  expects  any  layoffs  in  the 
government,  either,  a  perennial  strong 
point  in  any  downturn.  Teenage  jobless- 
ness, which  caused  so  much  worry  in  the 
last  recession,  might  not  be  so  bad  this 
time.  Reason:  Fewer  work-age  teenagers, 
16  to  19,  are  flowing  into  the  labor  force, 
300,000  fewer  next  July  1  than  three 
years  earlier. 

There  is  no  doubt  that  Detroit  is  hav- 
ing problems.  The  second-quarter  drop  in 
gross  national  product  (the  expected  fol- 
low-up decline  in  the  third  quarter  will 
make  the  recession  official)  was  tied  di- 
rectly to  the  auto  slump  that  was  trig- 
gered by  the  gasoline  lines.  But  whatever 
happens  to  car  sales  now,  no  automaker 
can  afford  to  halt  tooling  programs  for 
his  smaller  models  for  1981  and  1982. 

For  the  nation  as  a  whole,  the  jolt  will 
be  serious.  That  reduction  in  the  number 
of  work-age  teenagers  is  among  white 
youngsters,  not  blacks,  who  are  still 
coming  of  work  age  in  record  numbers — 
expect  a  justified  clamor  from  black  lead- 
ers for  federal  action.  Overtime  at  farm 
implement  plants  in  Moline,  111.  and 
Waterloo,  Iowa  doesn't  compensate  for 
Chrysler  layoffs  in  Detroit.  Good  times 
in  the  Sunbelt  don't  help  the  Northeast. 
"But  the  strong  sectors  are  keeping  us 
from  having  a  worse  recession,"  says  for- 
mer U.S.  Chamber  of  Commerce  chief 
economist  Jack  Carlson. 

Just  how  bad  the  current  recession  will 
get  still  is  debated.  Government  forecast- 
ers in  Washington  say  it  will  be  short  and 
shallow.  But  outside  the  government  talk 
is  growing  about  a  longer,  deeper  drop, 
running  through  next  year  or  beyond. 
Pessimists  say  this  will  be  the  price  of 
higher  energy  costs,  with  fewer  consum- 
er dollars  left  over  for  other  goods  and 
services.  The  recent  consumer  spending 
splurge  was  backed  by  increasing  con- 
sumer debts.  That  seems  over  and  now 
the  piper  must  be  paid. 

But  the  economy  may  be  so  segmented 
that  a  national  recession  really  is  not  as 
broad  and  national  as  it  is  concentrated 
and  local.  "Indeed,  we  have  the  serious 
phenomenon  of  industry  leaving  the 
Northeast  because  of  a  shortage  of  skilled 
labor,  while  simultaneously  in  Massa- 
chusetts there  are  over  a  million  people 
on  welfare  today.  The  same  story  is  re- 
told across  the  Northeast  and  to  a  lesser 
extent  in  Connecticut  and  a  greater  ex- 
tent in  New  York,"  says  James  Howell, 
economist  for  the  First  National  Bank  of 
Boston,  in  a  Conference  Board  report. 

Even  in  the  hardest-hit  areas,  capital 
spending  may  be  a  bright  spot.  The  turn- 
about in  commercial  building  didn't  start 
until  three  years  into  the  last  recovery, 
says  Elizabeth  A.  Bossong,  economist  for 


U.S.  Steel  Corp.  So  that  cycle  is  still 
young  and  backlogs  and  heavy  construc- 
tion awards  still  are  high.  "This  isn't 
going  to  change  well  into  the  first  half  of 
1980,"  she  says,  but  "it  won't  be  a  good 
summer  for  motel  building." 

She  has  a  list  of  strong  points,  too: 
heavy  trucks  and  railroad  equipment,pro- 
duction,  long-lead-time  machine  tools 
and  exports.  The  strength  in  the  capital 
goods  industry  also  is  expected  to  keep 
steel  output  from  collapsing  despite  the 
falloff  in  automobile,  appliance  and  other 
consumer  items.  In  the  last  recession, 
steel  was  strong  in  1974  with  109.5  mil- 
lion tons  shipped,  the  industry's  second 
best  year.  Not  until  1975  did  capital 
goods  slump  and  drop  steel  shipments  to 
80  million  tons.  A  little  more  help  hold- 
ing steel  imports  down  will  help  Pitts- 
burgh in  this  downturn,  too,  the  industry 
figures. 

The  potential  building  boom  tied  to 
any  synthetic  fuels  industry  won't  be  felt 
quickly.  But  steelmakers  expect  that  ev- 


eryone is  going  to  realize  fairly  soon  that 
any  major  energy  program  will  require  a 
buildup  of  the  transportation  infrastruc- 
ture: better  railroad  trackage  to  move 
coal  and  more  hopper  cars,  too;  pipelines 
to  move  gas  and  fuel;  stronger  bridges, 
more  coal-digging  machinery.  "They  all 
use  steel,"  says  a  U.S.  Steel  spokesman. 

Some  economists  and  businessmen 
are  more  worried  about  the  govern- 
ment's response  to  the  downturn  than 
the  downturn  itself.  They  fear  the  typical 
Washington-type  antirecession  program 
could  end  the  budget-balancing  effort  and 
mean  bigger  deficits  and  more  inflation. 
Bossong  of  U.S.  Steel,  for  example,  sees  a 
short  recession  unless  Washington 
mucks  it  up  with  a  tax  cut  that  spurs 
consumption  instead  of  investment  and 
more  "transfer  payments"  (handouts). 
The  Administration  has  said  it  won't  go 
down  that  road,  at  least  not  now.  But 
what  happens  when  the  depressed  areas 
and  depressed  industries  start  putting  on 
the  political  pressures?  ■ 


Six  years  ago  U.S.  cherry  growers  were  sprint- 
ing to  the  export  dock.  But  the  Japanese  put 
them  through  a  grueling  obstacle  course. 


No  bond  of 
cherries 


By  Anthony  Spaeth 


This  is  a  story  about  cherries.  Spe- 
cifically, how  a  small  number  of 
cherries,  after  being  dusted  and  de- 
layed, attacked  by  moths,  flies,  and  Japa- 
nese inspectors,  finally  made  their  way 
to  the  fruit  stands  of  Japan — where  they 
are  being  snatched  up  at  a  price  that 
makes  lobster  look  cheap.  The  $4  million 
worth  of  cherries  involved  isn't  even  a 
drop  in  the  bucket  when  compared  with 
America's  1978  total  trade  deficit  of 
nearly  $12  billion  with  Japan.  But  the 
saga  of  how  Japan's  doors  were  pried 
open  just  enough  to  pop  in  a  few  cherries 
tells  a  lot  about  how  tough  it  can  be  to 
crack  the  barriers  that  protect  that  na- 
tion's huge  domestic  market. 

Cherry  growers  in  the  American 
Northwest  first  began  to  eye  the  Japa- 
nese market  in  1973.  Irrigation  tech- 
niques had  dramatically  increased  yields 


from  cherry  orchards,  but  U.S.  consump- 
tion hadn't  followed  suit.  "There  wasn't 
a  little  town  in  the  U.S.  that  wasn't  al- 
ready eating  its  share  of  cherries,"  says 
George  Stadelman,  whose  Stadelman 
Fruit  Inc.  markets  15%  of  the  nation's 
cherries.  That  left  exports,  and  Japan  was 
the  most  obvious  target.  "They  have 
money.  They're  used  to  paying  high 
prices  for  fruit  and  they  don't  grow  that 
many  cherries,"  explains  Stadelman.  His 
analysis  was  right  on  target,  but  it  failed 
to  anticipate  Japan's  objections. 

First  the  Japanese  served  up  the  cod- 
ling moth,  an  insect  capable  of  making  a 
real  mess  out  of  an  apple  or  pear  orchard. 
Japan  feared  introducing  the  moth  into 
its  orchards;  the  U.S.  cherry  growers 
found  this  absurd.  "I've  seen  as  many 
cherries  as  any  person  in  the  U.S.," 
booms  Stadelman,  "and  I've  never  ever 
seen  a  codling  moth  on  a  cherry."  But  a 
quick  experiment  showed  the  moth 
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would  lay  eggs  in  cherries,  if  forced.  "We 
also  found  that  they  could  lay  eggs  in 
wood  or  corrugated  boxes,"  he  adds. 

So  the  cherry  growers  had  to  devise  a 
foolproof  fumigation  system.  "The  re- 
search Japan  demanded  was  astronomi- 
cal," says  one  grower,  and  it  took  three 
years  to  complete.  "Once  the  Japanese 
accepted  all  the  results,"  Stadelman  re- 
calls, "we  said,  'Fine  and  dandy,  when 
can  we  ship?'  They  replied:  'Wait  a  min- 
ute. What  about  the  cherry  fruit  fly?'  " 

That  research  was  also  accomplished 
eventually;  but  in  crossing  that  barrier, 
the  cherry  growers  landed  in  a  much 
angrier  swarm:  the  powerful  Japanese 
farmer  groups.  Faced  with  a  recession  in 
Japan,  the  groups  marshalled  65,000  sig- 
natures for  a  petition  imploring  U.S. 
growers  to  keep  their  cherries  at  home. 
The  Japanese  growers  got  the  support  of 
the  country's  ruling  Liberal-Democratic 
Party,  which  feared  a  backlash  from  im- 
portant rural  voting  blocks. 

Frustrated  in  direct  dealings  with  the 
Japanese,  the  U.S.  growers  turned  to 
Washington,  where  America's  top  trade 
negotiators  took  up  the  cherry  export 
issue.  Negotiations  between  the  two  na- 
tions dragged  on  until  February  of  1977 
when  the  Japanese — apparently  viewing 
cherries  as  a  strategic,  but  minor  battle — 
"officially"  conceded.  But  in  doing  so 
they  packaged  the  concession  with  a  lot 
of  string.  To  avoid  forced  quotas,  the 
Americans  volunteered  to  ship  only 
140,000  boxes  in  the  first  year  and 
225,000  boxes  in  the  second.  But  that 
wasn't  enough.  "The  Japanese  govern- 
ment refused  to  open  its  doors  to  Ameri- 
can cherries  before  July  5,"  says  Edward 
Hallett,  a  trade  analyst  for  Oregon's  De- 
partment of  Agriculture,  to  keep  the  U.S. 
product  from  competing  with  Japanese 
cherries,  which  come  to  market  a  month 
earlier.  In  one  swoop,  the  entire  Califor- 
nia cherry  crop — which  is  harvested  at 
the  same  time  as  Japan's — was  wiped  out 
of  the  export  picture. 

The  Japanese  created  further  bottle- 
necks for  those  cherries  that  would  still 
be  fresh  after  July  5.  The  fumigation  had 
to  proceed  exactly  as  it  had  in  the  test 
run,  with  the  cherries  at  70  degrees.  Sta- 
delman and  his  fellow  farmers  have  had 
to  heat  cherries — picked  on  cool  morn- 
ings— with  electric  heaters  to  get  them 
up  to  70  degrees.  "Have  you  ever  seen 
cherries  that  have  sat  around  your  house 
for  a  few  days?"  Stadelman  asks.  "That's 
what  heated  cherries  look  like." 

And  to  see  that  everything  is  done 
laccording  to  agreement,  Japan  sends  one 
of  its  inspectors — and  only  one — to  over- 
see the  process.  He  has  to  see  every  cher- 
ry on  the  way  to  its  box,  and  his  conve- 
nience is  the  cherry  packers'  schedule. 
'Let's  say  there  is  an  orchard  you  want 
to  ship  to  Japan,  and  the  fruit  will  be 
ready  for  picking  on  Thursday,"  postu- 
lates Stadelman.  "If  you  don't  get  the 


U.S.  cherry*  grower  George  Stadelman  displays  promotional  material  to  be  sent  to  Japan 
"They're  used  to  paying  high  prices  and  they  dont  grow  that  many  cherries.' 


Workers  in  The  Dalles,  Ore.  inspect  and  pick  cherries 

Japan's  inspector  insisted  on  seeing  each  cherry  before  it  was  packed. 


inspector  until  next  Wednesday,  what 
can  you  do?" 

This  past  season,  the  second  export 
season  to  Japan,  the  veteran  inspector 
loosened  up  a  bit  and  didn't  demand  to 
see  every  single  cherry.  "We  never  in  the 
world  would  have  shipped  225,000  boxes 
without  him  doing  that,"  Stadelman  ad- 
mits. But,  he  warns,  the  written  regula- 
tions remain  unchanged  and  a  new  in- 
spector next  year — when  the  self-im- 
posed quota  will  again  be  raised — could 
completely  jam  the  works. 

Once  they  finally  reach  Japan,  howev- 
er, the  plump  U.S.  cherries,  noticeably 
larger  and  sweeter  than  the  dainty,  yel- 


lowish Japanese  variety,  are  quickly 
snapped  up,  even  though  they  sell  for  300 
yen  per  100  grams — or  $6.30  a  pound. 
The  profit  margins  are  so  steep  that  now- 
adays almost  every  Japanese  trading 
house  is  clamoring  for  cherries  to  sell. 
But  after  six  years  of  blockades  and  bot- 
tlenecks, the  Northwest  cherry  growers 
want  to  increase  shipments  slowly.  And 
to  blunt  further  criticism,  one  of  the  first 
groups  offered  a  chance  to  market  the 
U.S.  cherries  is  the  Japanese  Cherry 
Growers  Cooperative  Association.  "I 
thought  that  was  pretty  smart,"  winks 
Stadelman. 
So  he  did  learn  something.  ■ 
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The  big  retailers  may  be  missing  out  on  the 
best  part  of  the  home  video  recorder  market — 
the  programming. 


Razors  without 
blades 


It's  a  little  bit  like  the  boy  who 
cried  wolf,"  says  John  A.  Friede, 
president  of  Video  Tape  Network, 
referring  to  the  way  the  big  retailers  like 
Sears;  K  mart  and  J.C.  Penney  are  staying 
very  cautious  about  the  home  video  mar- 
ket. Sears,  for  example,  got  burned  badly 
in  the  early  1970s  on  what  they  called 
Cartrivision — an  earlier  version  of  home 
video  recorders  a  la  Sony  and  Matsu- 
shita. The  retail  giant  had  to  slash  prices 
to  sell  off  large  inventories  of  machines 
when  Avco-backed  Cartridge  Television 
Inc.,  makers  of  Cartrivision,  went  out  of 
business. 

Big  and  small  retailers  alike  are  happy 
to  carry  the  current  generation  of  video 
machines,  and  they've  been  selling  well. 
Strangely,  however,  the  prerecorded 
tapes,  with  movies  like  Saturday  Night 
Fever,  Patton  and  The  Godfather,  have  been 
ignored  by  the  big  stores — it's  sort  of  like 
selling  razors  without  selling  blades.  But 
small  stores,  including  a  number  of  video 
specialty  shops  that  are  just  now  spring- 


ing up  around  the  country,  and  smaller 
specialty  chains,  like  record  purveyor 
Sam  Goody,  are  cashing  in  on  what  is 
about  to  become  a  boom. 

The  biggest  winner  of  all  may  be  Foto- 
mat,  the  $192  million  (sales)  film  proces- 
sor based  in  Stamford,  Conn.  Late  last 
year,  according  to  Stephen  L.  Wilson, 
Fotomat's  vice  president  of  video  oper- 
ations, the  company  started  to  notice 
that  this  time  around,  the  home  video 
recorder  market  wasn't  just  crying  wolf. 
Technology  had  improved  the  quality  of 
the  product,  and  the  marketplace,  now 
paying  as  much  as  $5  to  see  a  movie  in  a 
movie  house,  was  ripe.  So  in  May,  Foto- 
mat  began  distributing  video  cassettes  in 
southern  California  through  its  380  retail 
locations,  mainly  those  little  blue  and 
yellow  kiosks  you  see  in  shopping  center 
parking  lots. 

At  $50  or  more  each,  a  movie  on  a 
video  cassette  is  not  a  cheap  item — and 
thanks  to  some  of  the  inherent  costs,  the 
price  is  not  likely  to  drop  soon.  To  begin 


Video  cassette  display  at  a  New  York  City  record  shop 

Putting  out  the  product  is  the  best  way  to  foil  the  pirates. 
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with,  a  two-hour  blank  cassette  costs 
about  $14.  Add  to  that  the  cost  of  dupli- 
cating the  cassette,  which  takes  an  hour 
for  an  hour  program  and  can  only  be  done 
practicably  in  groups  of  200  or  fewer,  and 
a  royalty  fee  of  $5  to  $8  per  movie,  and 
you  can  see  why  it's  so  expensive. 

Nevertheless,  Fotomat  is  pleased  with 
its  results.  Says  Wilson:  "Given  southern 
California's  high  penetration  of  pay  tele- 
vision, our  results  have  been  very  strong. 
We're  very  encouraged  for  the  fall  expan- 
sion around  the  country."  That  expan- 
sion will  make  video  cassettes  available 
nationwide  in  the  chain's  3,800  outlets. 

Video  Tape  Network,  which  buys 
rights  to  such  gems  as  the  old  Ernie  Ko- 
vacs  television  shows  and  other  material 
(some  of  it  never  before  on  the  tube),  is 
already  in  nationwide  distribution 
through  the  $371  million  (sales)  Spiegel 
catalog,  a  Beneficial  Corp.  subsidiary. 
Paramount  Pictures,  Gulf  &  Western's 
filmmaking  subsidiary,  supplies  Fotomat 
and  intends  to  distribute  the  tapes  itself, 
too,  through  its  existing  record  distribu- 
tion network. 

Until  recently,  the  only  prerecorded 
video  cassettes  widely  available  were 
pornographic  movies:  Deep  Throat  and 
the  like.  (There's  even  a  cassette  of  an 
old  Sylvester  Stallone  X-rated  film.)  At 
$100  a  copy,  the  animated  genitalia 
didn't  sell  as  well  as  expected.  The  usual 
clientele  of  porn  shops,  in  Times  Square 
for  example,  couldn't  afford  them.  "Our 
customers  don't  have  $100  to  lay  out  for 
a  videotape,"  complains  the  manager  of 
one  such  shop.  However,  the  X-rated  cas- 
settes sold  well  through  the  mails.  A 
recent  issue  of  Penthouse  carried  five  full- 
page  advertisements  for  such  tapes — and 
the  ads  cost  $31,000  each.  A  plain  brown 
mailing  wrapper  is  discreet. 

But  how  big  a  market  can  you  develop 
for  tapes  that  sell  for  $75  a  crack?  Even 
with  baby-sitters  and  transportation,  a 
movie  house  is  much  cheaper.  This  sug- 
gested to  Fotomat  what  may  be  the  wave 
of  the  future  in  video  cassettes — rentals. 

About  60%  of  the  tapes  that  leave  Fo- 
tomat's kiosks  are  rentals — the  typical 
charge  is  $12  for  five  days.  Early  results 
from  the  northern  California  market, 
where  Fotomat  started  distributing  tapes 
in  mid-July,  suggest  the  rental  market 
there  may  be  even  stronger.  Unauthor- 
ized duplication  of  movies  like  Looking 
for  Mr.  Goodbar  and  The  Godfather,  parts  I 
and  II,  three  of  the  most  popular  titles,  is 
not  a  problem  because  of  electronic 
guards  coded  on  the  tape.  "It  would  take 
some  technical  sophistication  to  circum- 
vent this  deterrent,"  says  Wilson. 

Of  course,  video  cassettes  aren't  the 
only  home-movie  medium.  A  good 
many  people  are  pinning  their  hopes  on 
the  phonograph-record-like  videodiscs 
which  sell  for  half  and  less  what  the 
tapes  bring.  In  two  test  markets,  Atlanta 
and  Seattle,  MCA  and  Philips  N.V,  the 
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Dutch  electronics  company,  are  selling 
j  videodiscs  and  disc  players.  MCA  makes 
j  the  discs  of  its  own  movies  and  those  of 
i  other  producers,  and  Magnavox,  a  Philips 
subsidiary,  makes  the  players.  Unlike 
the  tape  machines,  discs  are  for  playback 
only  and  will  not  record  a  show  from 
your  television.  The  players,  at  about 
$850,  are  cheaper  than  the  $l,000-or-so 
tape  machines,  and  the  discs,  which  are 
reported  to  give  a  better  picture  than  the 
tapes,  sell  for  a  high  of  $24.95  for  a  movie 
like  Jaws  or  Love  Story.  Many  discs,  with 
movies  and  other  kinds  of  programming 
like  cooking  lessons,  sell  for  less. 

With  its  stake  in  the  disc  version  of 
home  movies,  MCA  has  no  plans  to  li- 


cense any  of  its  films  for  cassette  distri- 
bution. It  is  afraid  that  cassettes  are  too 
easily  pirated:  Buy  one  and  strike  copies 
on  blank  tape  on  your  own  video  tape 
recorder.  Paramount,  however,  figures 
that  wide  availability  of  its  films  on  tape 
makes  piracy  less  likely;  pirated  tapes 
can't  be  produced  cheaply,  and  inevitably 
lose  in  clarity,  color  resolution  and  sound 
fidelity.  Thus  they  present  no  real  com- 
petition. Nevertheless,  MCA  and  Disney 
Productions — several  Disney  films  are 
on  the  discs — await  a  decision  on  a  suit 
they  filed  in  California  against  Sony, 
charging  it  with  encouraging  violation  of 
copyright  laws.  MCA  and  Disney  are  ap- 
parently afraid  that  the  developing  mar- 


ket for  their  discs  may  be  significantly 
reduced  if  enough  people  with  recording 
devices  copy  films  from  regular  televi- 
sion, either  broadcast  or  cable. 

Meanwhile,  Fotomat  is  pulling  all 
3,800  of  its  stores  into  the  video  distribu- 
tion business  (both  cassettes  and,  if  there 
is  a  market  for  them,  discs)  this  fall,  and 
more  and  more  producers  are  licensing 
tape  distribution  of  their  films  and  pro- 
grams. In  big  cities  like  New  York,  Chi- 
cago and  Los  Angeles,  one  or  two  special- 
ty stores  have  already  opened  to  sell  vi- 
deotaped movies.  But  the  big  mass 
retailers  seem  to  be  holding  back,  per- 
haps waiting  for  the  discs  or  perhaps  just 
a  little  slow  to  catch  on.  ■ 


The  synfuels  program  faces  rough  going,  with 
the  environmentalists  out  to  cripple  it  and 
Congress  out  to  loot  it. 

Synfuels  versus 
the  political 
realities 


By  Ann  Hughey 


A 


lbert  Speer  kept  Hitler's  war 
machine  running  on  synthetic  fu- 
els during  World  War  II.  Still  ac- 
tive at  age  74,  the  Nazi-official-turned- 
jauthor  wrote  in  a  German  newspaper 
What  the  announced  Carter  goal  of  2.5 
i; million  barrels  a  day  of  synfuels  by  1990 
lis  no  Utopian  dream.  But  even  at  peak 
broduction  Nazi  Gerniany  turned  out 
Jbnly  100,000  barrels  of  synfuels  a  day, 
land  Hitler  didn't  have  to  get  his  program 
khrough  Congress. 

The  centerpiece  of  the  Carter  Admin- 
istration's latest  energy  plan  is  the  $88 
pillion  Energy  Security  Corp.  This  part  of 
j:he  proposal  made  a  good  many  business- 
jnen  shudder.  It  looked  very  much  like  a 
iKiant  government  fuels  company.  This, 
jiowever,  was  not  the  Administration's 
tntent.  The  corporation  would  act  as  a 
inoney  funnel  to  the  private  sector,  lur- 
ng  industry  into  the  program  by  a  vari- 
ety of  financing  mechanisms  from  loans 
;:o  purchase  agreements, 
i  What  the  Administration  wants  and 
ivhat  it  gets,  however,  may  be  very  far 
ipart.  There  are  legislators  who  like  the 
dea  but  want  control  over  where  all 
hose  plants  and  jobs  and  dollars  go. 
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There  are  others  inside  the  Congress  and 
out  who  don't  like  the  idea  at  all  because 
they  fear  for  the  environment,  think  it's 
a  waste  or  believe  the  free  market  should 
be  allowed  to  solve  the  problem  unaided. 

The  Carter  synfuels  corporation  would 
be  as  much  like  a  private  company  as 
possible,  with  government  itself  building 
a  small  number  of  synfuels  plants  only  as 
a  last  resort,  says  Department  of  Energy 
official  Robert  Hanfling.  "It  would  be 
private,  federally  chartered  and  have 
whatever  rules  apply  to  ITT  or  CBS," 
says  Hanfling.  No  Freedom  of  Informa- 
tion Act.  No  civil  service.  No  govern- 
ment procurement  laws. 

The  corporation  might  contract  with  a 
private  company  to  pay  the  difference 
between  the  cost  of  synfuels  and  the 
world  price  of  oil,  say  $3  a  barrel.  The 
private  party  builds  a  plant  that  will 
make  liquid  fuel  from  coal,  with  produc- 
tion starting  in  1990. 

Because  the  Administration  still  hopes 
to  balance  the  federal  budget,  the  plan  is 
to  have  the  $3-a-barrel  outlay  show  up  in 
the  budget  not  when  the  commitment  is 
made  but  when  the  company  actually 
gets  paid  starting  in  1990.  "That  way 
you're  not  pouring  all  that  much  in  at 
one  time.  The  money  will  be  spent  over  a 


30-year  period — the  lifetime  of  the 
plant,"  says  Eliot  Cutler  of  the  Office  of 
Management  &  Budget,  which  is  direct- 
ing the  Administration's  synfuels  effort. 

The  corporation  would  also  have  con- 
trol over  where,  how  and  at  what  cost 
synfuels  will  be  produced,  independent  of 
the  usual  congressional  appropriation 
and  authorization  process.  Is  the  idea  to 
keep  congressional  fingers  out  of  the 
pork  barrel?  "Yes,"  says  Cutler  bluntly. 

The  trouble  is  that  pork — plants,  jobs, 
roads,  housing  subsidies,  increased  coal 
production — has  been  one  of  the  main 
reasons  Congress  has  been  so  enthusias- 
tic about  synfuels.  Don't  tell  a  coal  state 
congressman  that  he's  not  going  to  have 
any  say  on  where  a  billion-dollar  plant  is 
going  to  be  built,  that  he  can't  tell  his 
constituents  he  got  it  for  them.  Cutler 
thinks  the  Administration  has  a  pretty 
good  shot  with  its  program.  But  another 
Administration  official  admitted  pri- 
vately that  it  may  be  naive  to  expect 
Congress  to  give  up  that  much  power. 
One  Senate  staffer  delicately  restates  the 
problem:  "How  can  you  spend  $88  bil- 
lion without  congressional  oversight?" 

In  early  summer,  when  the  gasoline 
lines  were  hours  long,  synfuels  proposals 
began  rolling  into  Congress  well  before 
any  Carter  program  appeared.  The  House 
has  already  passed  a  price-guarantee 
measure  that  is  now  in  the  Senate, 
which  has  its  own  pending  proposals. 

But  now  synfuels  momentum  on  Cap- 
itol Hill  has  slowed.  Saudi  Arabia  has 
agreed  to  produce  more  oil.  And  gas  lines 
get  shorter  as  motorists  adjust  their  driv- 
ing habits  to  odd-even  purchase  days, 
giving  Congress  time  to  ruminate.  Some 
doubt  that  the  windfall  profits  tax  on  Big 
Oil  will  produce  enough  money  to  pay  for 
the  President's  program.  Because  Big  Oil 
is  the  most  likely  beneficiary  of  a  syn- 
fuels program,  others  see  the  tax  as  a  way 
of  laundering  oil  company  profits. 

Environmental  opposition  is  mount- 
ing. Private  industry  groups  like  the 
Committee  for  Economic  Development 
have  come  out  for  a  less  ambitious  com- 
mercial synfuels  program.  Even  if  the 
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synfuels  corporation  were  to  survive 
Congress  with  its  private  sector  nature 
intact,  the  makeup  of  the  governing 
board  Carter  would  appoint  has  business- 
men worried.  "I  can  see  it  now.  Gloria 
Steinem,  Jesse  Jackson,  Lane  Kirkland 
and  a  token  businessman,"  grumps  one 
industry  official. 

So  far  only  three  Senate  committees 
have  jurisdiction  over  synfuels  legisla- 
tion. But  at  least  two  others  show  signs 
of  wanting  a  piece  of  the  action,  with 
committee  members  informally  examin- 
ing the  environmental  impact  of  a  mas- 
sive synfuels  industry.  Environmentally 
attuned  Senators  Edmund  Muskie 
(D-Me.)  and  Gary  Hart  (D-Colo.)  will  get 
a  crack  at  synfuels  through  the  budget 
committee.  Hart  heads  a  budget  subcom- 
mittee that  has  been  given  a  month  to 
tackle  the  maze  of  financing  schemes 
proposed. 

The  Energy  Mobilization  Board  pro- 
posed by  the  Administration  would  be 
able  to  cut  red  tape  for  vital  energy  proj- 
ects— not  just  synfuels  plants — and  speed 
up  the  approval  process.  However,  some 
industry  officials  speculate  that  without 
the  power  to  override  environmental 
law,  all  the  board  could  do  is  get  a  quick 
no  instead  of  a  slow  one. 

The  synthetic  fuels  corporation  would 
have  a  12-year  life.  Then  it  would  be 
dissolved  and  its  obligations  and  assets 
turned  over  to  the  Treasury  Department. 
"We  don't  want  this  corporation  to  be  an 
ongoing  entity  with  the  ability  to  grow 
and  multiply.  We  don't  want  it  to  be- 
come a  monster,"  said  Cutler. 

That's  just  what  happened  to  the  Re- 
construction Finance  Corp.,  established 
in  1932  to  bail  out  key  businesses  and 
industries  during  the  Depression.  The 
RFC,  set  up  in  a  manner  similar  to  the 
proposed  synfuels  corporation,  was  final- 
ly retired  in  1954  under  a  cloud  of  politi- 
cal scandals  and  influence  peddling.  Ar- 
thur Blacklow,  RFC  assistant  general 
counsel  from  1935  to  1953,  remembers 
that  as  long  as  the  RFC  board  was  strong, 
political  pressure  was  kept  largely  at  bay. 
But  after  World  War  n,  everything  went 
downhill.  One  director  kept  a  diary  of 
pleas  for  favors  from  congressmen  and 
agencies.  "That  diary  was  like  the  Nixon 
tapes,"  Blacklow  says. 

The  Rubber  Reserve  Co.,  formed  under 
the  RFC  after  the  nation's  natural  rubber 
supply  was  cut  off  by  the  Japanese,  had  a 
happier  ending.  The  government-fi- 
nanced synthetic  rubber  plants  were  sold 
to  private  industry,  which  by  then  pre- 
ferred synthetic  to  natural  rubber. 

But  Paul  Greer,  a  research  official  for 
the  government  rubber  company  during 
the  war,  sees  one  vast  difference  be- 
tween the  synfuels  program  and  the 
much  smaller  rubber  effort:  There  was  a 
real  war  on,  not  the  moral  equivalent  of 
one.  "That's  an  incentive  you  don't  have 
now,"  says  Greer.  ■ 

42 


Going  public  was  once  a  way  to  get  rich, 
Today  you  go  private  Witness  the  deals  now 
being  made  for  Congoleum  and  Flintkote. 

It's  all  done 
with  leverage 


By  Cynthia  Salt z man 


If  further  evidence  were  needed 
that  the  stock  market  is  grotesquely 
undervalued,  it  was  supplied  in  abun- 
dance last  month.  In  mid-July  a  private 
group,  led  by  First  Boston  Corp.,  offered 
to  buy  Congoleum  Corp.  from  its  public 
stockholders  for  $445  million,  more  than 
twice  the  value  of  the  common  stock  just 
eight  months  earlier.  Two  weeks  later 
another  private  group,  led  by  New  York- 
based  Kohlberg,  Kravis,  Roberts  &  Co., 
offered  to  buy  all  the  common  stock  of 
Flintkote  Co.  for  $380  million,  also  dou- 
ble its  value  eight  months  before.  A  close 
look  at  Congoleum,  the  bigger  of  the 
deals,  shows  why — and  how — there  may 
be  more  such  propositions. 

Congoleum  is  a  medium-size  conglom- 
erate with  three  major  divisions:  resil- 
ient flooring,  automotive  parts  distribu- 
tion and  the  Bath  Iron  Works,  the  Navy's 
leading  builder  of  frigates.  It  did  $560 
million  and  netted  $42  million  last 
year — $3.58  a  share.  Although  its  return 
on  equity  was  28%,  the  stock  market 
couldn't  care  less.  Until  recently  Congo- 
leum stock  sold  at  six  times  earnings — a 
typical  conglomerate  ratio. 

Why  would  private  investors  want  to 
pay  11  times  earnings  for  a  stock  that 
recently  sold  for  half  that?  Explains  a 
partner  in  a  firm  that  specializes  in  tak- 
ing public  companies  private:  "The  pri- 
vate market  is  more  sophisticated  than 
the  public  market.  It  is  willing  to  capital- 
ize cash  flow  at  a  higher  rate." 
Consider  these  numbers: 
Congoleum 's  cash  flow  before  income 
taxes  last  year  was  more  than  $90  mil- 
lion. It  had  hardly  any  debt  and  $77  mil- 
lion in  cash  on  hand.  The  market  was 
valuing  the  company  at  under  $300  mil- 
lion; take  away  the  surplus  cash  and  the 
market  capitalization  was  closer  to  $250 
million.  Add  it  all  up  and  Congoleum  was 
selling  at  under  3  times  pretax  annual 


cash  flow.  (By  contrast,  good  real  estate 
sells  at  14  times  cash  flow.) 

The  private  buyers  are  offering  $44 
million — $38  a  share.  If  they  squeeze  out 
$60  million  in  surplus  cash,  the  net  cost 
will  be  about  $400  million.  Analyst  Jacl* 
L.  Salzman  of  Smith  Barney,  Harris 
Upham  &  Co.  Inc.  estimates  that  Congo 
leum's  pretax  cash  flow  will  be  over  $  10C 
million  this  year.  Thus  the  new  buyers 
would  be  paying  about  four-and-a-hal: 
times  expected  cash  flow.  Even  paying 
50%  over  the  recent  $25  market  price  foi 
the  common  shares,  they  would  seem  tc 
be  getting  a  bargain. 

Here's  the  story: 

On  July  16  it  was  announced  that  a 
private  company  put  together  by  First 
Boston  Corp.  and  Century  Capital  Asso 
ciates  had  offered  to  buy  Congoleum  a! 
$38  a  share,  mostly  with  borrowed  mon- 
ey. If  the  deal  works,  it  will  be  the  largesl 
"leveraged  buyout"  to  date,  removing 
11.7  million  shares  of  stock  and  $34C 
million  in  total  assets  from  the  public 
markets  at  a  stroke. 

The  deal,  while  exciting,  is  not  quite 
unique.  Last  spring,  Houdaille  Industries 
Inc.,  a  $409  million  (sales)  industrial 
products  firm  headquartered  in  Fort  Lau 
derdale,  Fla.,  was  bought  by  another  pri^ 
vate  group  headed  by  Kohlberg,  Kravis, 
Roberts  &  Co.,  the  investment  firm  han- 
dling the  Flintkote  deal.  These  are) 
known  as  leveraged  buyouts  because  up 
to  90%  of  the  purchase  price  is  bor- 
rowed; using  the  assets  of  the  acquired 
outfit  as  collateral.  In  the  Houdaille  lever 
aged  buyout,  Houdaille  shareholders  got 
$40  a  share,  twice  book  value  and  more 
than  twice  the  market  price  at  the  begin 
ning  of  1978.  KKR  put  up  only  $6.9  mil- 
lion, the  management  invested  $2.1  mil 
lion  and  they  borrowed  $306.5  million 
from  23  banks,  insurance  companies  (in- 
cluding $115  million  from  Prudential  In 
surance)  and  pension  funds;  institutions 
also  bought  $23.5  million  of  preferred 
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stock  and  $15.5  million  of  common. 

Until  now,  the  leveraged  buyout  has 
served  as  a  useful  vehicle  for  large  com- 
panies to  shed  themselves  of  unwanted, 
usually  small,  subsidiaries  (see  Forbes, 
July  24,  1978)  with  the  management  usu- 
ally taking  a  piece  of  the  action  and  be- 
coming entrepreneurial  owners. 

Taking  a  large  public  company  private 
via  the  leveraged  buyout  route  is  relative- 
ly new,  but  Houdaille,  Congoleum  and 
Flintkote  may  not  be  the  last — with 
many  companies'  shares  selling  at  below 
book  value  on  the  public  markets  and  the 
investing  institutions  loaded  with  cash. 
Says  Stephen  Robert,  president  of  Op- 
penheimer  &  Co.  Inc.,  which  has  special- 
ized in  buying  the  assets  of  public  compa- 
nies below  book  value:  "Most  assets — 
real  estate,  oil  or  any  other  kind  of  raw 
material,  plant  and  equipment — can  be 
bought  in  the  stock  market  for  a  lot  less 
than  their  replacement  value." 


HarpeFs  interest  in  Congoleum  began 
with  a  conventional  security  analysis, 
confirmed  by  a  computer  valuation 
model  that  scanned  the  market.  It 
looked  for  stocks  selling  below  book  val- 
ue, with  a  price/earnings  ratio  that  was 
lower  than  the  market's  and  a  return  on 
equity  that  was  higher — almost  pure 
Ben  Graham.  The  computer  happily 
went  pocketa-pocketa  when  it  saw  Con- 
goleum. By  last  Mar.  31  Harpel  bought 
124,000  shares.  Century  had  thought 
about  the  possibility  of  finding  a  com- 
pany that  would  lend  itself  to  leveraged 
buyout.  The  Houdaille  deal  exemplified 
what  could  be  done  on  a  large  scale.  At 
any  rate,  Harpel  got  in  touch  with  First 
Boston,  which  then  approached  Congo- 
leum with  HarpePs  idea  to  take  Congo- 
leum private.  In  mid-July,  First  Boston 
managing  director  Thomas  L.  Cassidy 
met  in  New  York  with  Congoleum 
Chairman  and  CEO  Byron  C.  Radaker,  a 


Congoleum  Chairman  Byron  C  Radaker 
Facing  an  offer  hard  to  refuse.  


There  is  a  certain  air  of  mystery  about 
the  Congoleum  deal  because  none  of  the 
principals  will  say  much,  apparently  be- 
cause the  deal  is  still  in  a  delicate  stage. 
,A  few  things  can  be  pieced  together, 
however.  For  First  Boston,  which  had  a 
reputation  for  stodginess  (Forbes,  July 
9),  the  big,  bold  deal  symbolizes  a  new 
[aggressiveness.  Behind  First  Boston  and 
;  keeping  a  low  profile  is  one  fames  W. 
Harpel,  41.  He  started  a  hedge  fund  in 
1967 — the  predecessor  to  his  present  in- 
vestment advisory  firm,  Century  Cap- 
ital Associates.  "Harpel,"  says  a  pension 
;  consultant  who  knows  him  well,  "is 
I  wild  but  smart." 


45-year-old  ex-marketing  executive. 

By  offering  Radaker  and  Vice  Chair- 
man Eddy  G.  Nicholson  part  of  the  equi- 
ty, the  dealmakers  not  only  guaranteed 
management  continuity  but  encouraged 
the  people  on  top  not  to  oppose  the  deal. 

One  reason  the  principals  are  reluctant 
to  talk  is  that  final  financing  may  not  yet 
be  lined  up.  If  they  are  aiming  for  90%  in 
borrowed  money,  this  means  getting 
lenders  to  commit  something  like  $360 
million  for  a  company  whose  market 
capitalization  was  only  $250  million  un- 
til recently. 

If  it  can  get  the  financing,  the  buying 
group  faces  several  years  of  financial 


stringency.  Interest  payments  alone 
would  probably  come  to  $45  million  a 
year  or  more.  After  taxes  and  capital 
spending,  that  might  leave  $25  million  a 
year  to  pay  down  debt.  (Because  of  high 
interest  and  depreciation  of  the  assets  at 
the  new,  above-book-value  price,  tax 
payments  would  drop  sharply  from  the 
$42.6  million  Congoleum  paid  last  year. 
But  not  until  debt  was  reduced  to  under 
$200  million  could  the  new  owners  really 
breathe  easily.)  After  that  they  would 
have  several  options.  They  could  go  pub- 
lic again  if  the  stock  market  strength- 
ened. Or,  they  could  sell  out  to  a  bigger 
company  seeking  diversification.  In  ei- 
ther case,  the  profit  potential  for  the 
equity  investors  would  be  enormous. 

What  would  happen  if  a  serious  reces- 
sion should  hit  before  the  debt  can  be 
paid  down?  That  is  a  problem,  but  Con- 
goleum's  diversification  should  help.  The 
shipbuilding  division  has  $552  million 
worth  of  Navy  contracts  through  1982 
and  its  floor  covering  division  is  certain 
of  royalty  payments  of  at  least  $20  mil- 
lion annually  through  the  same  period. 

A  more  serious  problem  than  recession, 
however,  may  be  the  aura  of  wheeling  and 
dealing  that  surrounds  people  involved — 
and  the  fact  that  this  is  their  first  lever- 
aged buyout  deal.  (The  choice  of  dignified 
First  Boston  as  investment  banker  may 
well  reflect  Harpel's  effort  to  make  the 
deal  respectable. )  Congoleum's  Nicholson 
is  known  in  some  Wall  Street  circles  as 
"Fast  Eddy."  He  rapidly  expanded  J.B. 
Fuqua's  Gable  Industries  from  a  TV  sta- 
tion and  foundry  into  a  conglomerate 
back  in  the  early  Seventies.  Radaker  re- 
signed as  chief  executive  of  Certain-Teed 
Corp.  in  1975  after  revelations  about  in- 
sider dealings  in  a  land  development  com- 
pany ( though  he  denies  they  had  anything 
to  do  with  his  departure). 

A  more  basic  question  is  this:  Why  are 
the  institutions  shunning  cheap  com- 
mon stocks  like  Congoleum  and  instead 
lending  the  money  to  others  to  buy  them 
at  high  prices?  In  some  cases,  the  institu- 
tions are  limited  by  law  or  by  their  own 
charters,  but  in  many  cases  the  prefer- 
ence for  lending  rather  than  investing 
seems  irrational.  Yet  as  long  as  stocks 
are  cheap  and  big  lenders  are  willing  and 
eager  to  lend,  the  game  will  go  on.  "The 
big  institutions  have  gone  to  the  trough 
several  times  now  [in  leveraged  buyouts] 
and  feel  more  comfortable,"  says  one  lev- 
eraged buyout  financier.  "The  size  of 
deals  like  this  has  increased." 

William  F.  Whitman  Jr.,  whose  lever- 
aged buyout  of  Trend  Carpet  from 
Champion  International  two  years  ago 
was  a  classic  example  of  the  gambit,  con- 
fesses to  a  certain  ambivalence.  "The 
Congoleum  deal  shows  the  opportuni- 
ties— what  can  be  done,"  he  says.  "But  it 
also  shows  a  sickness  in  our  financial 
structure  that  the  stocks  of  these  sound 
companies  are  just  sitting  there."  ■ 
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ADVERTISEMENT 


AT  THE  HEART  OF  THE  FASTEST 
GROWING  REGION  IN  THE  WORLD 


Come  August  31,  Malaysians  will  cele- 
brate their  22nd  year  of  independence .  By 
any  standard  they  have  much  to  celebrate. 

In  less  than  one  generation ,  this  country 
of  12V2  million  has  earned  for  itself 
attributes  that  must  surely  be  the  envy  of 
most  countries:  one  of  the  world's  strong- 
est currencies  (she  borrows  at  rates  low 
enough  to  depress  international  bankers) , 
one  of  Asia's  most  politically  stable  gov- 
ernments (the  same  since  1957  despite 
five  national  elections,  three  Prime  Minis- 
ters) ,  favorable  balances  of  trade  with  most 
of  her  trading  partners,  one  of  the  lowest 
rates  of  inflation  of  all  IMF  countries. 

Her  achievements  stand  out — even 
against  a  backdrop  of  neighbors  that  cons- 
titute, today,  the  fastest  growing  region  in 
the  world.  How  did  Malaysia  do  it? 

Nature  has  been  kind.  Malaysia  is  the 
world's  largest  producer  of  natural  rubber 
(45%),  tin  (32%),  palm  oil  (46%)  and 
tropical  timber  (37%).  She  has  emerged 
as  an  important  producer  of  petroleum 
with  earnings  recently  overtaking  her 


other  exports. 

But  this  is  not  the  half  of  it.  Sound  eco- 
nomic planning,  remarkable  foresight,  an 
efficient  organization  of  administrative 
talent  and  social  effort,  tight  marshalling  of 
her  other  national  resources,  underlie 
these  statistics. 

Rubber  was  transplanted  from  its  native 
Brazil  and  in  less  than  half  a  century, 
Malaysia  revolutionized  the  cultivation, 
processing  and  marketing  of  rubber.  With- 
in a  30-year  period,  responding  to  the 
challenge  of  synthetic  rubber,  the  produc- 
tivity of  the  rubber  tree  was  increased  an 
astounding  300  per  cent. 

Palm  oil  is  a  more  recent  story.  Begin- 
ning from  scratch  in  the  1960s,  within  10 
years  (six  of  which  it  took  to  grow  the 
palm).  Malaysia  emerged  as  the  world's 
largest  producer  of  palm  oil.  What  is  most 
telling  is  that  45  percent  of  all  palm  oil 
produced  is  accounted  for  by  small 
farmers  who  own  less  than  20  acres.  And 
this,  with  a  crop  that  has  to  be  refined 
within  hours  of  harvesting  in  refineries  that 


do  not  differ  much  technology-wise  from 
petroleum  refineries. 

Again,  this  isn't  the  entire  story.  This 
grass  roots  exploitation  of  the  palm  was 
undertaken  on  what  is.  probably,  the 
single  largest  concentrated  production 
effort  of  a  plantation  crop,  as  a  direct  need 
for  stabilizing  the  communist  insurgency 
movement  that  threatened  the  country 
from  1948  to  1962.  This  sure  was  a  more 
permanent,  more  beneficial,  more 
persuasive  solution  than  that  that  was  tried 
so  unsuccessfully  in  Vietnam. 

Flying  over  the  country  today  and  see- 
ing the  hundreds  of  thousands  of  acres  of 
neatly-growing  palm,  talking  to  the  thou- 
sands of  new  proud  owners  of  these  small 
but  economic  farms  (most  of  whom  own 
motorcycles,  many  send  their  kids  to 
college),  one  cannot  but  wonder  why 
other  countries  haven't  followed  suit. 

Unlike  their  counterparts  in  other 
countries.  Malaysian  leaders  are  proud  to 
claim  that  theirs  is  mainly  an  agricultural 
country:  further  that  they  plan  to  have  the 


WE  HAVE  ALL  THE  GOOD  REASONS: 

LABOR:  Reliable,  productive  and  highly  responsive  to 
training.  Malaysia's  workforce  is  young,  has  a  minimum 
of  9  years  of  education.  English  is  widely  spoken. 

LAND:  A  choice  of  more  than  60  well-planned,  fully 
established  industrial  parks  in  which  to  locate.  Fully 
improved  land  costs  range  from  25  cents  to  $1.00  per 
sq.  ft.  Free  Trade  Zone  facilities  available  for  export- 
oriented  industries. 

RESOURCE  BASE:  Malaysia  is  a  leading  producer  of 
rubber,  tin,  tropical  timber,  palm  oil  and  pepper.  Extensive 
deposits  of  high  grade  silica  sand  and  kaolin  are  available. 
Projects  utilizing  these  resources  will  enjoy  additional 
substantial  cost  advantages.  Malaysia  is  emerging  as  an 


important  producer  of  petroleum  and  petroleum  products. 

TAX  INCENTIVES:  Malaysia  offers  a  range  of  attractive 
incentives  for  most  industrial  projects.  Tax  holidays,  for 
instance,  extend  from  2  to  10  years. 

Additionally,  Malaysia  provides: 

•  Political  and  economic  stability 

•  Excellent  industrial  infrastructure 

•  A  strong  currency  that  is  used  as  a  loan  currency 
by  the  International  Monetary  Fund 

•  Free  repatriation  of  profits  and  capital 

Malaysia  welcomes  high  technology,  labor-intensive, 
export-oriented,  resource-based  industries. 


FIND  OUT 

FROM  MIDA  the  one-stop  Malaysian  Government  Agency,  why  more  than  600  companies  have  made  Malaysia 
their  profit  center  in  Asia. 


NEW  YORK 

Director 

Malaysian  Investment  Center 
600  Third  Avenue 
New  York,  N.Y.  10016 
Tel:  (212)  687-2491 


SAN  FRANCISCO 

Director 

Malaysian  Investment  Center 
600  Montgomery  Street 
San  Francisco,  CA  94111 
Tel:  (415)  788-3344 


TORONTO 

Trade  Consul  —  Investment 
Consulate  of  Malaysia 
Toronto  Dominion  Center 
Toronto,  Ontario  M5K  1H6 
Tel:.  (416)  869-3893 


MALAYSIAN  INDUSTRIAL  DEVELOPMENT  AUTHORITY 

Wisma  Damansara,  Jalan  Semantan,  P.O.  Box  618, 

Kuala  Lumpur,  Malaysia.  Tel:  943633  (20  lines)  Cable:  FIDAMAL 

Telex:  FIDA  MA  30752 


For  more  information  on  Malaysia,  circle  ( 106  )  on  the  reply  card. 


AT  THE  HEART  OF  THE  FASTEST 
GROWING  REGION  IN  THE  WORLD 


country  remain  so.  They  wish  too,  how- 
ever, to  industrialize,  not  because  they 
wish  to  be  industrialized  but  to  diversify 
the  economy.  Currently,  manufacturing 
activity  contributes  19%  to  the  GDP  and 
constitutes  the  fastest  growing  sector  in 
the  economy. 

Deputy  Prime  Minister  Mahathir: 
"...the  Malaysian  Government  not  only 
welcomes  investment  from  both  local  and 
foreign  private  entrepreneurs  but  has 
allocated  to  them  a  bigger  role  in  the 
current  Third  Malaysia  Economic  De- 
velopment Plan  than  that  of  the  Govern- 
ment." Mahathir  takes  this  commitment 
seriously;  he  has  personally  led  six 
government  investment  promotion  mis- 
sions to  the  U.S.,  Europe  and  Japan  in 
the  last  year. 

And  for  good  reason.  The  foreign  in- 
vestor is  the  principal  thrust  in  Malaysia's 
industrial  development  ambitions.  Under 
the  Plan,  the  total  inflow  of  foreign 
investment  is  targetted  at  $3.6  billion  by 
1980.  If  projects  already  in  the  pipeline 
are  any  indication,  much  of  this  can  well 
be  met. 

Present  U.S.  investment  in  Malaysia 


has  been  estimated  at  close  to  a  billion 
dollars. 

U.S.  corporations  already  in  Malaysia, 
and  there  are  in  excess  of  150,  have 
almost  without  exception,  been  en- 
thusiastic about  the  country;  so  have 
members  of  the  American  diplomatic  and 
financial  communities.  An  all  too  rare 
affinity  between  Americans  and  Malay- 
sians that  extend  from  mutual  self- 
respect,  a  commonality  of  business  and 
work  ethics,  through  social  and  personal 
life-styles,  prevails.  In  a  region  where  the 
"Ugly  American"  is  unfortunately  the 
norm,  Americans  who  have  been  ex- 
posed to  Malaysia  wax  enthusiastic  about 
the  country.  Their  record  of  expansion 
into  multi-projects,  once  the  original 
factory  is  onstream,  is  impressive.  Most 
wholly  owned  U.S.  businesses  are  wholly 
run  by  Malaysians. 

Malaysia's  investment  promotion  man 
in  the  United  States,  Eng-Chye  Low 
states,  "The  biggest  problem  we  have  in 
the  U.S.  is  under-exposure.  We  simply 
do  not  have  the  facilities  to  adequately 
inform  U.S.  businesses  of  the  tremen- 
dous investment  opportunities  that  exist 


for  them  in  Malaysia,  in  the  heart  of 
South-east  Asia." 

For  the  jaded  executive,  charged  with 
international  development,  an  hour  spent 
with  Low  can  be  a  tonic.  Remarkably  fa- 
miliar with  both  the  U.S.  and  his  own 
country  and  region,  he  is  enthusiastic 
about  the  role  U.S.  multinationals  can 
and  do  play  in  the  development  of  his 
country. 

"In  seven  years,  I  have  yet  to  meet  a 
U.S.  corporation  that  regrets  having  es- 
tablished manufacturing  operations  in 
Malaysia.  In  fact  the  country  does  strange 
things  to  them:  executives  endeavor  to 
lengthen  their  stays,  recommend  the 
country  to  even  their  competitors;  several 
sell  the  country  by  word  of  mouth  — 
incidentally  a  more  effective  promotion  of 
Malaysia  than  that  achieved  by  my  office. 
In  the  electronics  industry,  for  instance, 
these  unsolicited  recommendations  have 
primarily  been  responsible  for  making 
Malaysia  'Silicon  Valley  East —a  veritable 
who's  who  of  the  U.S.  electronics  in- 
dustry." 

♦ 


MALAYSIA'S 
ATTITUDE  TOWARDS 
FOREIGN  INVESTORS 


"We  in  Malaysia  pride  ourselves  on  our 
pragmatism.  We  know  that  investors, 
foreign  and  local,  do  not  invest  in  order  to 
be  charitable;  they  invest  for  profits.  They 
are  welcome  to  these  profits  but  we  expect 
them  to  be  equally  pragmatic.  We  expect  a 
positive  contribution  to  the  growth  and 
well-being  of  our  nation.  This  is  nothing 
unnatural.  Hard-headed  businessmen  do 
not  expect  to  get  everything  out  of  the  so- 
ciety in  which  they  operate  and  give 
nothing  back  in  return. 

This  contribution  to  Malaysia's  well- 
being  is  completely  above-board.  We  offer 
them  a  profit  center  in  exchange  for  their 
assistance  in  our  socio-economic  de- 
velopment. 

To  this  end,  certain  policies  and  guide- 
lines have  been  decided  for  equity  partici- 
pation in  investments  in  Malaysia.  They 


are  not  rigid  rules  and  they  do  not  affect 
the  success  and  profitability  of  business  to 
any  great  extent. 

The  guidelines  are  applicable  to  new 
projects  as  well  as  to  substantial  expansion 
or  diversification  of  existing  projects. 

Guidelines  by  definition  cannot  be  rigid . 
We  are  prepared  to  accommodate  all 
views  as  long  as  the  benefits  are  fairly 
shared  between  investors  and  the  host 
nation. 

Some  companies  have  expressed  the 
fear  that  though  initially  they  may  be  ap- 
proved with  an  equity  condition  accept- 
able to  them,  the  government  may  after 
several  years  decide  to  change  the  equity 
condition  in  favor  of  Malaysians. 

This  has  not  happened  and  will  not  hap- 
pen in  Malaysia.  Even  when  nationaliza- 
tion was  the  favorite  preoccupation  of 


newly  independent  countries.  Malaysia 
refused  to  be  seduced  by  its  blandish- 
ments. We  appreciate  foreign  investments 
and  are  confident  of  our  ability  to  resist  the 
'banana  republic'  type  of  manipulation. 
So,  there  will  be  no  change  in  the  rules  of 
the  game  mid-stream." 


Dr.  Mahathir  Mohamad 

Deputy  Prime  Minister  & 
Minister  of  Trade  &  Industry 


♦ 


C-E  in  the  North  Sea:  We  engineered  the  business  end 
of  one  of  the  world's  largest  oil  production  platforms. 


The  central  oil  and  gas  produc- 
tion platform  for  the  North  Sea's 
Ninian  Field.  At  600,000  metric 
tons,  it's  one  of  the  largest  con- 
crete structures  ever  floated. 

Topside  are  22  modules 
forming  a  fully  integrated  pro- 
cess plant  that  holds  all  the 
production  equipment  for  42 
wells,  a  helicopter  pad,  and 
living  quarters  for  a  crew  of  120. 

In  all,  38  modules  were 
constructed  for  Chevron  Petro- 
leum (U.K.)  for  their  central 
and  southern  Ninian  platforms. 
Thirty  of  these  were  the  engi- 
neering and  construction 
responsibility  of  C-E's  Engi- 
neering Group  and  its  associates. 

But  even  this  immense  job 
tells  only  part  of  the  story  of 
C-E's  qualifications  for  han- 
dling super  projects— whether 
the  challenge  is  in  oil  or  gas, 
nuclear  energy  or  envi- 


ronmental improvement. 

A  world  of  super  projects. 

Under  way  in  Iraq  is  a  $1.1 
billion  petrochemical  complex 
for  which  C-E  Lummus  has 
design,  engineering  and  con- 
struction management  respon- 
sibilities in  a  joint  venture  with 
Thyssen  Rheinstahl  Technik. 
In  the  U.S.,  C-E  Power  ' 


Systems  is  working  on  23 
nuclear  steam  supply  systems 
with  a  total  value  of  more  than 
one  billion  dollars. 

We  do  more  than  handle 
the  tough  jobs. 

For  more  than  65  years,  C-E 
has  been  supplying  systems, 
equipment,  technology  and 
research  to  help  produce  the 
world's  energy,  conserve  it, 
squeeze  more  uses  from  it,  and 
make  it  clean. 

For  more  information  about 
C-E,  write  Combustion  Engi- 
neering, Inc.,  Dept.  7004-114, 
900  Long  Ridge  Road,  Stamford, 
Connecticut,  USA  06902. 


COMBUSTION 
ENGINEERING 


The  Energy  Systems  Company 


NEW  GROUND 
GAINED 


Bank  Bumiputra  Malaysia  Berhad  opens  a  branch  in 
New  York.  As  one  of  the  most  solidly  based  banking 
institutions  in  Malaysia,  and  constant  with  its 
phenomenal  domestic  growth,  Bank  Bumiputra 
forges  another  international  link  in  its  network  of 
offices  and  correspondents  to  provide  it  with  a 
24-hour  global  coverage  of  the  main  financial 
centres  of  the  world. 

The  New  York  Branch  will  offer  full  banking 
services.  It  will  provide  customers  with  direct 
access  to  all  aspects  of  banking  transactions: 
trade  financing,  money  market  and  foreign 
exchange  operations,  loans  syndication,  corporate 
finance  and  correspondent  banking.  It  will  also 
assist  and  advise  on  investment  to  Malaysia 

As  one  of  the  biggest  banks  in  Malaysia, 
Bank  Bumiputra  has  resources  for  capital 
back-ups  and  in-depth  information  on 
investment  opportunities. 

The  opening  of  its  New  York 
branch,  the  first  Malaysian  bank  to 
be  established  on  the  American 
continent,  will  provide  an  extra 
dimension  in  banking  services 
to  the  investors  of  both 
countries. 


Bank  Bumiputra  Malaysia  Berhad 

405,  Park  Avenue,  New  York.  N.Y.  10022,  U.S.A. 
Telephone:  (212)  888-1460  (General); 

(212)  888-1467  (Foreign  Exchange).  Telex:  ITT  428712  BBMB 

General  Manager:  M.  Salleh  Yeop 

Assistant  General  Manager  (Credit  &  Operations): 

Halim  Muhamat 

Assistant  General  Manager  (Foreign  Exchange  &  Money  Market): 
Eric  Lai  Yew  Choong 


BANK  BUMIPUTRA  MALAYSIA  BERHAD 

(INCORPORATED  IN  MALAYSIA  ■  HEAD  OFFICE  •  KUALA  LUMPUR) 


■  in 


HEAD  OFFICE:  21 ,  Jalan  Melaka,  Kuala  Lumpur  01-18. 
Malaysia  Tel  03-205  655  (20  lines)  LONDON 
BRANCH:  64.  Mark  Lane.  London  EC3R  7HS.  United 
Kingdom.  Tel:  01-488  2721  (4  lines)  Telex  PUTRA  G 
886212  TOKYO  BRANCH:  Mori  Building.  No  18.  3-13 
Toranomon  2-Chome.  Minalo-ku.  Tokyo  105,  Japan.  Tel 
502-1591-4  Telex  PUTRAJA  J22756  BAHRAIN 
BRANCH:  Bank  Bumiputra  Malaysia  Bhd ,  8th  Floor. 

« .   Bahrain  Tower.  Government  Road.  P  0  Box  20392 

"jf*  »'  Manama.  Bahrain  Tel  231073  (2  lines).  Telex  8884 

"  .■'  *  .'  S  PUTRA  BN  HONGKONG  REPRESENTATIVE 

OFFICE:  2408  American  International  Tower.  16-18. 
Queen  s  Road  Central.  Hongkong.  Tel:  5-249105  Telex 
PUTRA  HX65073  CORRESPONDENTS  IN  ALL  THE 
PRINCIPAL  CITIES  OF  THE  WORLD.  SUBSIDIARIES: 
Kewangan  Bumiputra  Berhad  (Licensed  Borrowing 
Company)  Bumiputra  Merchant  Bankers  Berhad 
Syankat  Nominee  Bumiputra  Sendirian  Berhad 
Bumiputra  Malaysia  Finance  Limited  (Hongkong) 


The  idyllic  East  Coast  of  Peninsular  Malaysia  is  one 
spot  on  Earth  where  giant  turtles  (some  2.5  metres  long) 
lay  their  eggs.  Witness  this  poignant  ritual  on  our 
sandy  beaches  between  May  and  September. 


Exotic  pagodas  and  temples,  noisy  bazaars  and  serene 
esplanades  —  Penang  island  has  it  all,  plus  gorgeous 
beaches  too.  This  is  Batu  Ferringhi,  one  of  the  many 
palm-fringed  beaches  —  perfect  for  relaxation. 


For  architectural  variety  few  places  in  the  world  can 
match  Malaysia.  Just  one  example  is  the  beautiful 
gold-domed  Ubudiah  Mosque,  a  magical  vision  right 
out  of  the  Arabian  Nights. 


"A  real  tastebud  tour!"  That's  how  some  travellers  have 
described  their  Malaysian  vacation.  And  truly,  the  whole 
country  is  a  delicious  cornucopia  of  gastronomic 
experiences!  Try  Satay,  our  Malaysian  barbecue. 


MAS  —  Malaysia's  flag  carrier  —  at  your  service! 
Note  the  Kelantan  kite  motif  on  the  tail: 
it's  our  own  symbol  of  controlled  flight. 


Pick  up  our  deluxe  DC  10-30  at  Tokyo  to  Kuala  Lumpur 
—  the  capital  of  Malaysia  and  the  centre  of  our  network 
-  via  Taipei  and  Hong  Kong. 


If  you  dream  of  a  vacation 
full  with  all  the  magic  of  the  East, 
let  MAS  bring  you  to  Malaysia. 


All  you  ever  dreamed  of  the  East.  All  the 
people,  the  cultures,  the  foods,  the  costumes. 
The  mosques  and  the  temples.  The  spice  of 
cooking.  The  spice  of  living. 

Palm  trees  running  down  to  deserted  white 
beaches.  Bazaars  to  bargain  for  handmade 
treasures.  The  warmth  of  the  sun  only 
challenged  by  the  warmth  of  the  people. 

It's  all  here  in  Malaysia.  And  Malaysian 
Airline  System  (MAS)  is  the  airline  of  our 
country. 

Malaysian  hospitality  is  personified  in  the 
famous  MAS  Golden  Service:  In-flight  luxury 
and  attentiveness  that  cossets  you  in  a  calm 
and  gentle  manner. 

Pick  up  your  MAS  flight  in  Japan, 
Australia,  Europe  or  at  any  point  in  our 
comprehensive  Southeast  Asia  network. 
Malaysia  starts  as  you  step  aboard. 


Malaysia  Tourist  Information  Center, 

36th  Floor,  Transamerlca  Pyramid  Building, 
600  Montgomery  Street,  San  Francisco, 
California  941 1 1 .  Tel:  (41 5)-788-3344  (7  lines) 
Telex:  TDC  SAN  FRANCISCO  230340635. 

Malaysian  Airline  System 

Los  Angeles 

Suite  417,510  West  Sixth  Street, Los  Angeles, 
California  90014  Tel:  (21 3)-627-1 301 

New  York 
Suite  2148,  420  Lexington  Avenue, 
New  York  10017  Tel:  (21 2)- 697-8994 

Chicago 

Suite  500,625,  North  Michigan  Avenue, 
Chicago,  Illinois  60611  Tel:  (312)-751 -0459 

San  Francisco 

Suite  705,  360  Post  Street, 

San  Francisco,  California  94108  Tel:  (415)-788-0555 
Toll  free  tel:  (800)-421  8641  (Continental  USA  except 
Alaska  and  California) 


It's  all  here.  Come  MAS. 


MALAYSIA'S 
SHOPPING  LIST 
OF  PROJECTS 


AT  THE  HEART  OF  THE  FASTEST 
GROWING  REGION  IN  THE  WORLD 


Generally  most  manufacturing  projects, 
particularly  those  involving  Malaysian 
joint- venture  partners,  are  welcomed. 
Generous  tax  holidays  for  projects  that 
qualify  extend  to  a  maximum  of  ten 
years.  Projects  can  be  earmarked  for  the 
domestic,  regional  or  foreign  export 
markets.  Malaysia  permits  100%  foreign 
ownership.  A  list  of  desired  projects,  by 
no  means  exhaustive,  includes: 


Agro-Based 

Cultivation  and  pro- 
cessing  of  food 
crops  —  corn,  soya 
bean,  cashew  nuts, 
tomatoes,  cocoa, 
coffee,  mushrooms, 
vegetables 

Resource-Based 

Processing  of  wood 
products  — 
fiberboard,  chip- 
board, softboard, 
knocked-down  fur- 
niture, handicrafts, 
pulp  and  paper, 
wooden  toys,  rayon 
Processing  of  rubber 
products  —  rubber- 
ized fabrics,  con- 
veyor V-type  and 
transmission  belts, 


Fish  Farming 
Beef  and  dairy 
cattle 

Meat  processing, 
processing  of 
hides. 


rubber  sporting 
goods,  dipped 
rubber  products, 
tubing,  hoses, 
medical  and 
surgical 

Processing  of  tin 
products  — tin 
chemicals  and 
compounds, 
alloys,  solder, 
pewter. 


Machinery  &  Tools 

Ball  bearings, 
accounting  ma- 
chines, power- 
driven  hand  tools, 
refrigerators,  air- 
conditioners,  preci- 
sion measuring 
equipment,  out- 
board motors,  plea- 


sure craft,  heli- 
copters and  other 
light  craft 
Machine  and 
wood-working 
tools,  wrenches, 
hammers,  rivetting 
tools,  axes,  pliers 


Components/ Accessories 
Automotive  Products 


Automotive  prod- 
ucts —  engines, 
transmission,  sus- 
pension, steering, 
braking  and  exhaust 
systems,  motor- 
cycle frames 


Heavy  equipment 
—  tractor  and 
earth-moving 
equipment  parts, 
hot  rolled  struc- 
tural steel,  steel 
casting  and 
forgings. 


Photographic,  Scientific  and  Optical 

Surgical  and  dental     telescopes,  micro 
instruments,  hearing  scopes,  watches 
aids,  scientific  and  electronic 

gauges,  cameras,  components, 
lenses,  binoculars, 

General 

Light  machinery,  Toys,  Glass  and  clay 
products,  Musical  instruments,  aluminum 
fabrication,  toiletries,  pharmaceuticals, 
footwear. 


MANUFACTURING 
PROJECTS  APPROVED  IN 
BY  INDUSTRY: 


1978, 


Number 
of  Projects 
600 


Ei**rWto»J  *  Electron* 


12% 

5% 

'//// 

//// 

m 

m 

SOURCE:  MIDA 


PRE-FEASIBILITY 
STUDIES  ON 
SPECULATION 

In  what  must  be  a  unique  industrial  invest- 
ment promotion  tactic,  MIDA  actually 
produces  pre-feasibility  studies  on  what  it 
feels  are  viable  projects  that  it  particularly 
wishes  to  promote.  Copies  of  these,  and 
they  are  as  equally  wide  ranging  as 
Malaysia's  shopping  list  of  projects,  are 


obtainable  world-wide  from  any  MIDA  Additionally,  a  serious  potential  invest-  project  to  be  undertaken  should  there  not 
office.  or  can  ask  for  a  study  of  his  particular     be  an  existing  study. 


Some  Recent  Studies: 

Tomato  cultivation 

Wooden  T-Square 

Fabrication  of 

Cultivation  of 

Iron  Gates  and 

Standardized 

Wooden  Panel 

Drawing  Boards 

Printed  Circuit 

cocoa 

Window  Grilles 

Wooden  Win- 

Doors 

Rubberized  Textile 

Boards 

Cultivation  of 

Rubber  Gloves 

dow  and  Door 

Electrical  meters 

Fabrics 

Refined  B.P.  Glyc- 

Grass  and  Pro- 

Radiator Hoses 

Frames 

Hardboard  from 

Swimming  Caps  and 

cerine  from 

cessing  into 

Straw  Mushrooms 

Tennis  Balls 

Wood  Waste 

Swimming  Fins 

Crude  Glycerine 

Grassmeal  Pellets 

Rubber  Catheters 

Electrical  Meters 

FRANKFURT 


•  PAHANG 
SINGAPORE  V* 

)  , 

■  SYDNEY 
B AUCKLAND 


MALAYSIA 

A  NEW  PLACE  TO  INVEST 

Booming,  bustling  Pahang.  An  ambitious,  rapidly  developing  State. 
Asean's  newest  investment  centre.  Pahang  is  today  reaching  out  to  the 
world.  To  enterprising,  highly  motivated  foreign  investors  capable  of 
exploiting  its  vast  supply  of  raw  materials.  For  Pahang  is  actually 
B     spilling  with  natural  wealth.  Over  two  million  acres  of  choice  timber,  oil 
)M     palm,  rubber  and  minerals,  so  giving  an  excellent  rise  to  resource  based 
\L  industries. 

50  Pahang  is  well  equipped  for  investors.  There  are  seven  industrial 

X)     complexes,  each  backed  up  by  superb  communications.  A  US$120 
^K      million  Port  puts  the  world  within  easy  reach.  And  for  good  measure 
investors  are  assured  of  a  skilled  labour  force,  generous  tax  holidays 
and  a  politically  sound  government  resolved  to  make  your  stay  a 
pleasant  and  profitable  experience. 

WE  LOOK  FORWARD  TO  WISHING  YOU   SELAMAT  DATANG.' 

r  —  —  —  —  —  —  —  —  —  —  —  —  -i 

We  are  interested  in  investing  in  Pahang.  Please  send  ■ 
I     us  a  copy  of  your  brochure  "PAHANG   —   MALAYSIA'  I 


For  further  information  contact 

The  General  Manager 

Pahang  State  Development  Corporation 

Kuantan,  West  Malaysia. 


Designation:  . 


Address: 


■.-  —  --  --  --  --  --  J 


II 


Airlines  are  now  finding  themselves  choking  on 
the  replacement  dilemma,  in  which  future  market 
share,  company  image  and  above  all  profitability  play 
leading  roles. 

Old  technology  with  a  1980  facelift  would  simply 
be  an  exercise  in  running  on  the  spot. 

Waiting  for  future  projects  is  becoming  an 
expensive  game  of  bluff. 

Several  valuable  years  will  have  elapsed  before 
disappointing  hybrids  show  themselves  in  the  mid 
80's,  offering  little  compensation  for  the  long  delay. 

Catching  up  on  present  day  technology  will  put 
an  all-new  aircraft  in  a  price  bracket  all  of  its  own.  with 
passengers  paying  the  premium. 

The  logical  choice  is  the  aircraft  designed 
specifically  to  fulfil  the  role  of  middle  distance  runner. 
A  quiet,  clean,  fuel  miser  which  is  already  bringing 
profitability  back  to  an  increasing  number  of  airlines. 
A300.  You  can  count  on  it. 


A300 


WHAT 
OTHERS 

SAY... 


"OUR  Malaysian  workers  are  doing  jobs 
comparable  to  those  previously  done  in 
the  United  States  with  significant  improve- 
ments in  efficiency  and  quality." 

David  H.  Lindstrom, 
Motorola  /  Malaysia 

♦ 

MIDA  impressed  me  as  a  unique  and 
effective  organisation  to  handle  so  many 
aspects  of  investment  promotion  . . .  the 
official  whom  I  met  was  most  helpful  and 
efficient,  and  in  the  one  hour  interview  I 
had  with  him,  he  gave  me  more  informa- 
tion than  I  got  from  one  month's  stay  (in 
another  developing  country) .  I  had  de- 
cided on  Malaysia  as  the  location  for  our 
plant." 

Michiyoshi  Imanishi, 
Kanematsu  —  Gosho  /  Malaysia 

♦ 

"The  progress  of  our  trainees  was  re- 
markable, the  high  quality  of  the  products 
they  manufactured  being  equal  to  that  of 
comparable  products  manufactured  in  the 
Federal  Republic  of  Germany.  This  fact  is 
clear  evidence  of  willingness  of  the  people 
to  learn,  and  the  success  of  our  training." 

Gerd  J.D.  Zimmermann, 
Robert  Bosch  /  Malaysia 

❖ 

"These  people  say  what  they  mean  and 
mean  what  they  say." 

Ib  Thomsen, 
Goodyear  /  Malaysia 

♦ 

"Our  seven-month  old  factory  in  Malaysia 
already  exceeds  the  productivity  of  any 
other  Monsanto  factory,  the  U.S.  in- 
cluded." 

John  B.  Lewis, 
Monsanto  /  Malaysia 

♦ 

"1  was  walking  through  our  deserted  as- 
sembly lines  at  the  end  of  the  day's  shift 
when  I  spotted  a  group  of  Malaysian  girls 
huddled  over  a  work-bench. 

Curious,  I  approached  them.  A  group 
of  apparently  new  employees  was  prac- 
tising to  improve  upon  their  work  proce- 
dures. Impressed,  I  requested  the  instruc- 
tor to  take  their  names,  intending  to 
compensate  them  for  the  over-time. 


AT  THE  HEART  OF  THE  FASTEST 
GROWING  REGION  IN  THE  WORLD 


Alarmed,  one  of  the  girls  pleaded:  I  think  1  contributed  that  day  to  the  pre- 
Please  sir,  don't  do  that.  We  won't  do  this  servation  of  the  Malaysian  work  ethic  by 
anymore.  complying." 

This  reaction  was  so  foreign  and  re- 
freshing to  me  that  for  a  while  I  remained 


speechless. 


An  American  factory  manager, 
Malaysia 


❖ 


What  do  computers  and  fish  farming 
have  in  common? 

along  with  hydroponics, 
photocomposition,  transportation, 
training,  construction,  water 
purification,  regional  planning, 
economic  modeling,  and 
Beethoven? 

A  strategy  and  commitment  for 
development. 


computron 

technologies 

corporation 


. . .  The  company  every  planner  must  talk  to 

810  Seventh  Avenue,  New  York,  N.Y.  10019,  (212)  246-6990,  ITT  427475 


The  home  computer  industry  is  still  trying  to 
break  into  a  mass  market.  Meanwhile,  securi- 
ties analysts  are  abandoning  calculators  for 
personal  computers. 


An  apple  for 
Ben  Rosen 


$1,000,  for  a  total  outlay  of  $3,700.  With 
that,  plus  a  set  of  commercially  available 
software  discs  and  programs  he  makes 
himself,  Rosen  does  just  about  all  the 
statistical  work  his  job  requires.  What's 
more,  the  cost  of  his  own  personal  sys- 
tem is  considerably  less  than  leasing  a 
terminal  hooked  into  a  big  computer.  He 
saves  Morgan  Stanley  money  by  using 
his  little  Apple  instead  of  using  time  on 
one  of  the  firm's  giant  EBMs. 

"I  used  to  carry  it  home  on  weekends," 
Rosen  says.  "Then  I  got  tired  of  carrying 
it  back  and  forth,  so  I  got  one  for  the 
house.  Now  I  just  carry  the  software." 
For  the  most  part,  that  software  consists 
of  a  set  of  5'/4-inch,  paper-thin,  magneti- 
cally coded  plastic  discs  (they  look  like 
those  sample  phonograph  records  you 
sometimes  get  in  the  mail)  that  slip  into 
a  slot  in  the  disc  drive. 


By  Cynthia  Saltzman 


The  boomlet  in  personal  comput- 
ers may  be  flagging  as  consumers 
discover  that  a  computer — no 
matter  how  simple  the  brochures  and  the 
salespeople  say  it  is — is  still  a  computer, 
a  dumb  machine  that  must  be  told  every- 
thing it  will  have  to  do  in  excruciating 
detail.  But  if  this  need  for  programming 
has  slowed  the  mass  market  for  the  time 
being,  it  has  not  turned  off  a  group  of 
users  who  clearly  aren't  looking  for  rich 
men's  toys  or  new  technical  hobbies, 
•  namely  securities  analysts. 

Consider  Benjamin  Rosen,  an  analyst 
who  covers  electronics  stocks  for  Mor- 
gan Stanley  &  Co.  Consider  also  his  Ap- 
ple II  system.  The  mainframe  cost  him 
$1,500,  two  disc  drives  cost  another 
$1,100,  a  TV  screen  $100  and  a  printer 


Rosen  puts  one  of  these  discs  into 
toaster-like  unit  and  the  thing  begins  tfl 
"play."  First  off,  "Welcome  to  Dov 
Jones"  appears  on  the  screen.  He  types  iri 
a  password  he  got  with  the  disc  for  $25i 
That  gives  him  access  by  telephone  linlj 
to  Dow  Jones'  files.  With  the  phone  re 
ceiver  in  a  cradle,  a  list  of  stocks  anq 
three  columns  of  prices  appear  on  thq 
screen — purchase  price,  current  markej 
and  short-  and  long-term  gains  anq 
losses.  Rosen  can  get  almost  up-to-the 
minute  information  on  the  portfolios  hfl 
handles. 

The  46-year-old  analyst  uses  the  sys 
tern  to  figure  earnings  projections  anc 
profit  and  loss  information  as  well  a 
statistical  tables  for  the  reports  on  elec 
tronics  companies  he  turns  out  on  th 
job.  With  another  Dow  Jones  disc,  Rose: 
can  punch  in  a  company  name,  get  a  lis 
of  all  the  stories  the  Wall  Street  Journm 
has  done  on  the  outfit  in  the  past  three 
months  and  then  have  whichever  ones 
he  wants  printed  out  on  the  printer  unil 
that's  part  of  his  Apple  system.  The  D] 
connection  costs  a  relatively  steep  $3  foi 
the  first  three  minutes  and  50  cents  a 
minute  after  that. 

Dow  Jones  and  Apple  aren't  the  onl> 
ones  getting  into  the  financial  uses  oi 
microcomputers.  A  company  called  Tele 
computing  Corp.  of  America  has  just  be 
gun  a  financial  service  for  personal  com 
puters  that  includes  business  news  from 
UPI,  quotations  from  the  New  York  anc 
American  stock  exchanges  plus  histori 
cal  data  on  4,300  companies  from  Media 
General  Financial  Services.  TCA's  sys- 
tem uses  a  different  method  of  transmis- 
sion (packet  switching),  so  that  the  ser- 
vice will  cost  $15  an  hour  weekdays  anc 
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Morgan  Stanley's  Benjamin  Rosen 
When  the  market  crashes  he  can  play  chess 


only  $2.75  nights  and  weekends. 

Others  are  coming  along,  too,  with 
Radio  Shack,  the  biggest  purveyor  of  per- 
sonal computers,  about  to  offer  electron- 
ic transmission  of  investment  informa- 
tion from  Standard  &  Poor's.  A  $50  dis- 
cette,  plus  a  $150-a-year  subscription  to 
the  monthly  stock  guide  on  discettes, 
will  allow  the  investor  to  search  S&P's 
records  for  companies  with  certain  crite- 
ria— such  as  retailing  firms  selling  below 
book  value,  or  food  stocks  with  a  P/E  less 
than  the  market.  H&R  Block,  the  tax 
people,  are  thinking  about  developing 
simple  programs  that  taxpayers  can  use 
to  figure  their  own  taxes;  bad  news  for 
your  friendly  mom-and-pop  accountant. 

The  current  big  three  in  the  personal 
computer  business  are  Tandy  Corp.'s  Ra- 
dio Shack,  Apple  and  Commodore  Inter- 
national Ltd.,  but  there  are  dozens  of 
other  manufacturers  turning  out  com- 
petitive units  as  well  as  scores  of  soft- 
ware and  consulting  outfits  moving  in 
and  out  of  the  business.  At  this  stage,  the 
industry  is  a  little  like  the  pop  record 
business  at  the  time  a  new  music  trend  is 
emerging.  Lots  of  marginal  independents 
have  come  in  to  test  products  and  mar- 
kets before  the  majors  spot  the  trends 
and  jump  in  with  both  feet.  Such  well- 
financed  outfits  as  Texas  Instruments 
and  Warner  Communications'  Atari  di- 
vision, a  pioneer  of  coin-operated  video 
games,  will  be  introducing  lines  of  per- 
sonal computers  before  the  end  of  the 
year.  What  that  does  to  the  interest  in 
ithese  products  remains  to  be  seen. 

At  this  point,  the  biggest  obstacle  to 


acceptance  by  a  big  general  market  is 
probably  the  lack  of  programming 
knowledge  among  potential  consumers. 
You  can't  just  buy  one,  plug  it  in  and 
expect  it  to  cook  dinner  or  print  out  your 
tax  return.  But  more  and  more  kids  are 
studying  computer  language  in  school 
and  the  computer  languages  are  getting 
simpler  and  simpler.  For  Ben  Rosen, 
trained  as  an  engineer,  the  language  is  no 
problem — he  taught  himself  BASIC  last 
year,  and  knows  what  it  takes  to  make 
the  machines  work  for  him.  Even  his 
eight-year-old  son  knows  enough  about 
the  system  to  use  it  for  sorting  out  his 
collection  of  baseball  cards  by  team  and 
position. 

If  you  focus  on  the  market  represented 
by  Rosen  plus  the  65,000  or  so  other 
securities  professionals,  along  with  may- 
be 3.5  million  investors  with  portfolios 
of  $50,000  or  more  you  get  a  defined,  but 
hardly  a  mass  market.  (Moody's  and  Val- 
ue Line,  are  you  listening?) 

When  Creative  Strategies  Internation- 
al, a  market  research  firm  that  special- 
izes in  high  technology  businesses,  pre- 
dicts that  600,000  personal  computers 
will  be  sold  by  1980  and  that  the  market 
will  reach  $3  billion  by  1982,  it  is  antici- 
pating acceptance  by  a  lot  more  than 
professional  and  amateur  securities  peo- 
ple. A  mass  market  will  require  effective 
means  of  instructing  novices  ignorant  of 
programming  and  technology  in  the  uses 
of  the  products.  Radio  Shack  is  attempt- 
ing to  do  just  that  with  5,919  retail  stores 
offering  the  company's  computers.  But 
even  Radio  Shack  has  found  that  stereo 


salespeople  aren't  good  enough  to  do  the 
job,  and  the  company  is  setting  up  a 
string  of  computer  centers  with  trained 
people  staffing  them.  But  it  probably  will 
take  a  lot  more  than  that  to  sell  big 
quantities  to  people  not  predisposed  to 
computers. 

Meanwhile,  some  fairly  sophisticated 
software  is  coming  into  the  market  for 
the  Ben  Rosens  of  this  world.  For  exam- 
ple, one  disc,  carrying  the  Black-Scholes 
Options  Valuation  Model,  allows  you  to 
figure  options  values  based  on  stock 
prices,  execution  price,  and  other  vari- 
ables. Esoteric  analysis  like  Modern  Port- 
folio Theory  might  even  make  it.  Says 
William  Sharpe,  a  founder  of  MPT,  "I  can 
envision  betas  on  a  disc  for  professionals, 
but  the  individual  investor  will  probably 
use  home  computers  for  solving  more 
basic  problems." 

Until  easier-to-use  software  comes 
along  and  until  the  general  public  gains 
inexpensive  access  to  giant  data  banks, 
the  mass  markets  will  remain  potential 
rather  than  actual.  Meanwhile,  however, 
professionals  like  securities  analysts  are 
giving  the  small  personal  computer  mar- 
ket something  to  chew  on.  One  clue  to 
its  potential  may  be  the  personal  com- 
puter software  industry's  first  gold  rec- 
ord. Called  Microchess,  the  $19.95  disc 
was  released  by  Personal  Software,  Inc.,  a 
tiny  Silicon  Valley  company  that  claims 
it  has  already  sold  more  than  $1  million 
worth  at  retail.  Not  exactly  Elvis  Presley 
or  the  Beatles,  but  maybe  a  good  begin- 
ning. A  vast  new  business  is  struggling  to 
be  born.  ■ 


Apple's  pie 

Computers  still  intimidate  people.  How  does  a  personal- 
computer  company  get  around  this?  One  way  is  to  name 
your  company  Apple.  "It  sounds  warm,"  says  Michael  M. 
Scott,  president  of  Apple  Computer  Inc.  "It  doesn't  sound 
like  IBM.  It  doesn't  sound  harsh." 

But  shrewd  consumer  marketing  isn't  all  little  Apple  has 
going  for  it.  This  year  the  privately  held  Cupertino,  Calif, 
company  will  probably  sell  $75  million  worth  of  personal 
computers — at  prices  ranging  from  $1,200  to  $1,500.  This  is 
a  fivefold  increase  in  revenues  from  1978,  and  a 
35-fold  jump  since  1977,  its  second  year  of  oper- 
ation. From  nowhere,  Apple  has  become  second 
(behind  Radio  Shack)  in  personal  computers. 

Some  very  smart  people  are  betting  big  chips 
on  Apple.  One  of  its  backers  is  venture  capitalist 
Arthur  Rock,  who  helped  start  Fairchild,  Intel, 
Teledyne  and  Scientific  Data  Systems  (for 
which  Xerox  paid  $900  million  in  stock  in 
1969).  Teledyne's  Henry  Singleton  owns  two 


Apples  and  a  small  slice  of  the  firm.  Other  investors  include 
the  Rockefeller  venture  capital  group  Venrock  and  Capital 
Management  Services,  Inc.,  represented  by  Don  Valentine, 
a  founder  of  National  Semiconductor. 

Like  many  Silicon  Valley  success  stories,  it  started  in  a 
garage.  Steven  Jobs,  then  21,  and  Stephen  Wozniak,  25,  old 
friends  from  high  school,  met  at  a  home-computer  club  in 
Palo  Alto,  Calif,  in  1976.  Both  had  dropped  out  of  college  but 
were  working  as  engineers,  Jobs  at  Atari  and  Wozniak  at 


Hewlett-Packard.  After  both  companies  refused  to  fund 
their  personal-computer  projects  they  started  building  a 
baby  mainframe  on  their  own.  The  Apple  II  computer — still 
basically  the  firm's  only  product — was  presented  at  a  com- 
puter show  in  the  spring  of  1977,  and  by  the  end  of  the  year 
Apple  had  sold  about  $2  million  worth  of  them. 

Professionals — doctors,  lawyers,  stockbrokers,  engineers, 
accountants — and  stores  or  small  offices  with  five  to  ten 
employees  are  the  most  important  potential  users  of  Apples. 

"We're  thinking  of  applications  that  aren't  obvi- 
ous," says  Scott.  "For  example,  an  engineer  who 
moonlights  by  running  a  handyman  service  on 
weekends." 

Apple  offers  100  programs  ranging  in  price 
from  $7.50  to  $600  for  a  "general  ledger"  pack- 
age with  22  discettes  on  which  small  business- 
men can  keep  their  books.  Over  1,000  other 
programs,  devised  by  Apple  users — often  mem- 
bers of  "Apple  Corps,"  "Big  Apple"  and  other 


clubs  around  the  country — are  available  for  $2  on  discettes. 

Apple's  immediate  problem  is  keeping  up  with  its  dizzy- 
ing expansion.  However,  the  road  ahead  is  lined  with  firms 
like  Texas  Instruments  and  Atari.  There  are  rumors  that 
IBM  is  looking  at  the  business,  too.  Clearly,  Scott  says, 
there  will  be  casualties  among  the  30  companies  now  pro- 
ducing mini-mainframes  when  the  giants  enter  the  fray. 
But  it  must  be  comforting  to  know  where  Arthur  Rock  and 
Henry  Singleton  are  placing  their  bets.  — -C.S. 
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You  may  speak  of  gin  and  beer 
When  you  re  quartered  safe  out  here 
And  you  re  sent  to  penny-fight  and  Aldershot  it, 
But  when  it  comes  to  slaughter 
You  will  do  your  work  on  water 
And  lick  the  bloomin'  boots  of  him  who's  got  it. 

— Rudyard  Kipling 

The  water  crisis: 
It's  almost  here 


By  Kathleen  K.  Wiegner 

RIGHT  NOW  MUCH  OF  THE  WORLD  is 
forced  to  lick  OPEC's  boots  for 
the  oil  it  so  desperately  needs. 
Whose  boots  will  we  lick  when  we  final- 
ly run  short  of  usable  water? 

Just  as  Americans  are  beginning  to  rec- 
ognize the  inevitability  of  an  energy  cri- 
sis, another,  equally  serious  shortage  is 
fast  approaching.  We  are  beginning  to 
run  out  of  water,  and  if  you  think  waiting 
m  gasoline  lines  and  sweltering  at  78 
degrees  is  tough,  just  wait  until  you  have 
to  start  counting  water  by  the  drop  in 
your  business  if  not  in  your  home. 

Already  water  looms  as  a  major  obsta- 
cle in  efforts  to  loosen  the  Organization 
of  Petroleum  Exporting  Countries'  stran- 
glehold on  the  U.S.  "We  grant  permits  to 
have  oil  wells  drilled  in  town,"  smiles 
Gillette,  Wyo.'s  part-time  Mayor  Mi- 
chael Enzi.  "But  we  sort  of  hope  they 
come  up  dry.  Then  we  can  use  the  pipes 
to  gather  water."  Gillette  has  plenty  of 
oil,  and  also  sits  on  top  of  enough  coal  to 
keep  the  U.S.  warm  for  a  long  time.  But 
there  is  not  enough  water. 

Without  more  water,  the  demograph- 
ics of  the  last  decade  could  also  reverse 
overnight.  The  growth  of  the  Sunbelt 
states  could  shrivel  as  quickly  as  it  has 
blossomed,  while  northeastern  states, 
which  have  abundant  water  supplies, 
could  witness  a  surprising  resurgence. 
Buffalo,  N.Y.,  not  Phoenix,  Ariz.,  could 
be  where  the  21st  century  action  is. 

A  water  shortage?  There's  plenty  of 
water,  you  say.  Yes,  but  there  are  also 
huge  quantities  of  oil  in  the  world.  What 
happened  in  oil  was  that  demand  grew 
faster  than  supply,  and  we  had  the  energy 
crisis.  The  same  thing  is  happening  in 
water.  Only  the  crisis  point  is  somewhat 
further  in  the  future.  But  only  somewhat. 
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The  politics  of  water  is  not  so  much  a 
:  question  of  scarcity  as  it  is  of  wasteful 
use.  In  essence,  we  have  no  more  water 
i  today  than  our  ancestors  did,  and  our 
[descendants  will  have  no  more  than  we. 
To  speak  of  a  water  "shortage"  really 
l means  that  there  are  more  uses  (and  us- 
ers) for  the  water  than  available  supply, 
i  since  water  itself  is  one  of  our  few  inde- 
istructible  commodities.  At  the  center  of 
(every  water  war  is  a  war  over  choices. 
Water  stored  behind  a  dam  can  be  used 
for  recreation  but  not  for  irrigation,  just 
as  water  used  to  irrigate  wheat  cannot  be 
used  to  slurry  coal  or  make  paper.  You 
can  fish  in  it  or  you  can  drop  waste  in  it. 
You  can't  do  both. 

The  U.S.  has  a  dependable  supply  of 
fresh  water  equal  to  about  600  billion 
gallons  of  water  a  day,  or  about  3%  of  the 
world's  total.  (Canada  and  the  Soviet 
Union  each  have  more  than  20%.) 

In  the  past,  the  U.S.  supply  has  usually 
been  adequate,-  but  if  the  U.S.  begins 
developing  energy  on  a  massive  scale, 
usage  could  grow  at  a  frightening  pace.  In 


1960  we  used  about  270  billion  gallons  a 
day.  A  decade  later  the  figure  had  risen  to 
370  billion  gallons.  By  1985  total  daily 
use  will  grow  to  at  least  422  billion  gal- 
lons— but  that's  without  an  energy  push. 
But  even  if  usage  does  not  approach  total 
supply,  much  of  the  water  isn't  where  it 
is  most  needed.  In  Louisville,  Ky,  for 
example,  the  groundwater  table  has  risen 
32  feet  over  the  last  five  years,  leaving 
basements  flooded  in  many  homes.  But 
in  some  areas  of  Arizona  the  water  tables 
have  dropped  400  to  450  feet,  and  in 
Tucson  people  have  been  asked  not  to 
water  lawns  or  wash  cars  between  4  p.m. 
and  8  p.m. 

Any  dramatic  rise  in  water  usage  will 
force  the  kinds  of  hard  choices  that  are  at 
the  heart  of  every  water  war.  It  takes 
only  seven  gallons  of  water  to  refine  the 
equivalent  of  a  billion  Btus  from  Stan- 
dard Oil  of  California's  Richmond  oil 
refinery.  But  it  takes  twice  that  much 
water  to  get  the  same  energy  from  nucle- 
ar reactors  like  the  one  at  San  Onofre, 
Calif,  and  three  to  four  times  that 


amount  to  get  it  from  oil  shale.  In  addi- 
tion, many  of  the  "new  generation"  fu- 
els, like  geothermal,  also  consume  much 
more  water  when  they  are  used  to  gener- 
ate power. 

Nowhere  is  the  conflict  over  water  use 
more  serious  than  in  the  Rocky  Moun- 
tain states.  It  is  there  that  much  of 
America's  most  easily  developed  energy 
alternatives  are  located.  But  it  is  also 
there  that  water  is  often  most  deficient. 
At  least  six  coal  gasification  plants  have 
been  proposed  for  western  states  since 
1970.  As  yet,  none  has  been  able  to  get 
the  necessary  water  rights  and  other  ap- 
provals. Last  spring  Wyoming  Governor 
Edward  Herschler  vetoed  a  $1.8  billion 
plan  to  pipe  crushed  coal  out  of  Wyoming 
and  Montana  to  power  plants  along  the 
Gulf  Coast.  Why?  Because  the  water 
needed  to  slurry  the  coal  would  have 
come  from  Wyoming.  Herschler  and  his 
supporters  argued  that  it  would  have 
been  difficult  if  not  impossible  to  replace 
the  water.  A  similar  plan  to  move  Utah 
slurry  coal  by  pipeline  to  California  for 
shipment  to  Japan  and  South  Korea  has 
also  been  blocked  by  conservationists 
who  don't  mind  exporting  coal  but  who 
are  opposed  to  exporting  watt* r. 

The  rolling  grassland  and  wheat  fields 
of  the  Ft.  Union  area  in  eastern  Montana 
contain  some  43  billion  tons  of  stnppa- 
ble  coal,  making  it  the  richest  such  de- 
posit in  the  U.S.  Six  major  energy  com- 
panies, including  Tenneco,  Gulf  Oil  and 
Sun  Co.,  hold  leases  on  the  coal.  They 
would  like  to  strip-mine  it  and  then  turn 
it  to  synthetic  fuel  in  gasification  plants. 
These  plants,  however,  would  require 
huge  amounts  of  water  from  the  Yellow- 
stone River,  and  last  year,  under  pressure 
from  a  coalition  of  ranchers  and  environ- 
mentalists, the  Montana  Board  of  Natu- 
ral Resources  &  Conservation  gave 
rights  to  most  of  the  water  to  preserving 
wildlife  and  for  municipal  and  agricultur- 
al use,  effectively  shutting  out  energy 
firms  from  all  but  a  small  amount. 

Most  of  the  oil  shale  plants  that  Presi- 
dent Carter  has  proposed  are  to  be  built 
in  northwestern  Colorado.  But  Colora- 
do's Governor  Richard  Lamm  and  others 
in  the  state  worry  about  the  amount  of 
water  needed  to  process  shale.  "The 
West  is  willing  to  develop  its  natural 
resources  for  the  nation's  benefit  if  that 
development  pays  its  way  and  doesn't 
despoil  the  land,"  says  Lamm. 

Governor  Lamm  is  opposed  to  a  mas- 
sive gasohol  project  because  it  would  re- 
quire the  use  of  much  of  the  state's 
groundwater.  The  promoter  behind  the 
project  says  he  needs  the  water  to  grow 
2  million  acres  of  trees  that  would,  in 
turn,  provide  wood  alcohol  for  the  pro- 
ject. Lamm  argues  that  he  is  not  opposed 
to  gasohol  development,  but  believes  the 
promoter  is  really  trying  to  rip  off  the 
state's  water.  Lamm  also  complains  that 
Colorado  had  to  give  up  300,000  acres  of 
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Seen  from  above,  irrigation  sprinklers  throw  water  in  graceful,  nonwasteful  circles 
Rising  water  costs  make  sprinkler  and  drip  irrigation  more  appealing. 


Flood-irrigating  a  fruit  orchard  in  California's  Kern  County 
"Irrigated  agriculture  wastes  water  on  a  massive  scale. 
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farmland  last  year  to  energy  develop- 
ment and  urban  growth,  and  he  fears  last 
year  was  just  the  beginning:  "We  are 
worried  about  energy  usurping  agricul- 
ture in  our  state's  economy." 

Then  there  are  the  Indians.  Angry 
leaders  of  the  Ute  tribe,  which  owns  the 
rights  to  one-third  of  the  water  needed 
for  a  key  section  of  the  Central  Utah 
water  project,  have  threatened  to  with- 
draw their  support  unless  their  hunting 
and  fishing  rights  are  extended.  Indeed, 
the  whole  question  of  Indian  water  rights 
is  a  bomb  waiting  to  go  off,  since  no  one 
knows  precisely  how  much  water  the 
Indians  were  granted  back  at  the  turn  of 
the  century  when  the  Supreme  Court 
ruled  that  they  could  have  as  much  water 
as  they  needed  to  develop  their  reserva- 
tions. "Indians  in  Arizona  are  screwed 
by  the  state,"  argues  Navajo  Gary  Ver- 
burg,  a  lawyer  for  the  Navajo  tribe.  "The 
Central  Arizona  Project,  a  giant  aqueduct 
to  bring  the  Colorado's  water  to  central 
Arizona,  is  essentially  taking  away  our 
reserved  water  rights." 

Water  disputes,  of  course,  aren't  new 
in  America  and,  in  the  West,  they  have 
been  almost  a  way  of  life.  Only  100  years 
ago  a  barrel  of  water  cost  more  than  a 
barrel  of  oil  in  some  places.  "Sell  the 
water  and  give  the  land  away"  was  the 
slogan  used  by  many  a  real  estate  devel- 
oper. In  this  century,  it  is  no  coincidence 
that  the  longest  oral  argument  made  be- 
fore the  Supreme  Court  involved  a  water 
fight  between  Arizona  and  California. 
The  final  ruling,  which  followed  eight 
years  of  oral  testimony,  gave  Arizona  the 
right  to  take  2.8  million  acre-feet  of  wa- 
ter from  the  Colorado  River.  That  ruling 
put  an  end  to  nearly  40  years  of  feuding 
between  the  two  states,  including  a  spell 
in  which  Arizona  declared  martial  law 
over  some  territory  and  called  up  the 
National  Guard  to  keep  the  water  from 
the  hated  Californians. 

Nowadays  water  still  incites  deep  pas- 
sions. During  the  1976  drought  in  Cali- 
fornia, the  Los  Angeles  aqueduct,  which 
brings  water  down  from  the  Owens  Val- 
ley, was  bombed,  probably  by  angry  val- 
ley residents  who  have  a  long-standing 
feud  with  the  city. 

The  rapid  growth  of  the  Southwest 
came  only  because  vast  state  and  federal 
water  projects  made  the  "desert  bloom," 
attracting  population  and  industry.  It  is 
that  water  that  creates  an  illusion  of 
plenty  in  a  land  of  scarcity. 

The  key  to  that  illusion  is  the  Colora- 
do River,  the  major  source  of  fresh  sur- 
face water  in  the  West.  Rising  high  in 
the  Colorado  Rockies,  it  winds  1,400 
miles  through  seven  states  (Wyoming, 
Colorado,  Arizona,  California,  Nevada, 
Utah  and  New  Mexico)  with  29  million 
people.  During  the  1930s,  federal  recla- 
mation and  flood  control  projects  tamed 
the  unpredictable  Colorado  so  that  today 
it  is  the  most  overallocated  river  in  the 
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■  U.S.,  watering  3.4  million  acres  of  crops 
|;  worth  well  over  $1  billion  yearly  and 

i  providing  power  to  more  than  200  utili- 
ji  ties.  The  Colorado  River  compact  of 
I'  1922  divided  up  the  water  among  these 

■  seven  states,  and  in  1944  Mexico,  by 
1  treaty,  got  a  share  of  its  own.  But,  in 
■H  hindsight,  the  compact  divided  up  more 
I  water  than  there  is  in  the  Colorado.  So 

■  far  there  has  been  no  serious  problem 
jj  because  the  states  have  not  been  taking 
a  their  full  share.  This  could  change  rapidly 
|;  if  synfuel  plants  and  slurry  pipelines  get 
I  built  on  anything  like  the  scale  President 
|.  Carter  proposes.  And  after  1985,  when 
Ithe  Central  Arizona  Project  and  Nevada 
•  Water  Project  begin  operating,  states  at 
I  the  lower  end  of  the  river  will  be  using 
i  their  full  share.  Southern  California, 
|i  which  has  been  drawing  Arizona's  "un- 
I  used"  water  from  the  Colorado,  may  find 
1  itself  high  and  dry  unless  it  can  begin 
|  taking  water  from  the  northern  part  of 
ijthe  state,  where  sentiment  runs  high 

against  sending  water  south. 

It  is  Arizona,  however,  that  is  the  state 
most  premised  on  endless  supplies  of  wa- 
ter. Phoenix,  once  a  sleepy  agricultural 
town  set  among  the  cactus  and  sage- 
brush, has  grown  from  105,800  people  in 
1950   to   a   sprawling   metropolis  of 
!  800,000,  as  residents  have  poured  in 
from  the  old  Northeast  and  Midwest.  At 
i  Fountain  Hills,  a  planned  community  in 
the  middle  of  the  desert,  a  giant  fountain 
throws  water  hundreds  of  feet  into  the 
air  almost  in  defiance  of  the  arid  land- 
scape. Although  it  has  only  9  to  12 
inches  of  rainfall  a  year,  it  ranks  in  the 
ttop  ten  states  in  per  capita  consumption 
I  of  water  and  has  more  boat  owners  per 
capita  than  New  York  with  its  average 
rainfall  of  over  40  inches.  But  the  state's 
E  growth  long  ago  outstripped  usable  sur- 
face water  supplies,  and  in  many  areas 
(  underground  water  is  being  used  faster 
I  than  it  can  be  replaced. 

In  the  jargon  of  hydrologists,  Arizona 
i water  is  being  "mined,"  like  coal,  be- 
i  cause  it  is  not  being  renewed.  In  the 
major  agricultural  center  of  Pinal  Coun- 
ty, between  Phoenix  and  Tucson,  over- 
pumping  by  farmers  has  collapsed  whole 
sections  of  the  land,  cracking  sections  of 
the  interstate  highway  and  tearing  up 
rail  lines.  Since  1960,  nearly  100,000 
acres  in  Pinal  County — more  than  one- 
third  of  the  area's  irrigated  acreage — 
(have  gone  out  of  production.  The  mas- 
I  sive  Central  Arizona  Project  was  origi- 
!  nally  planned  to  replace  dropping  ground- 
;  water  tables  in  Arizona's  main  agricul- 
'  tural   area.   But   by   the   time   it  is 
(completed  much  of  the  water  will  be 
j  needed  to  slake  the  insatiable  thirst  of 
(Phoenix  and  Tucson.  Around  Tucson, 
I  farmland  was  bought  up  by  the  city  just 
I  to  get  the  water  for  mushrooming  urban 
|  growth.  Says  Tom  Caywood,  a  born  and 
ibred  Arizonan  who  recently  sold  his 
farm:  "Water  is  just  costing  too  much  to 


A  225-ton  section  of pipe  for  the  $1. 7  billion  Central  Arizona  Project 

Over  3Q0  miles  of  rock,  and  desert,  water  will  flow  to  Phoenix  and  Tucson, 
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pump  and  it  is  getting  harder  and  harder 
to  stay  in  business."  Jim  Henness,  who 
owns  an  800-acre  farm  in  Casa  Grande, 
says  that  "before  any  water  from  the 
Central  Arizona  Project  comes,  this  area 
will  have  gone  back  to  desert.  The  only 
area  that  can  produce  foodstuffs  360  days 
a  year  is  drying  up."  Scattered  incidents? 
Perhaps.  But  so  were  the  early  signs  of 
the  oil  crisis,  which  began  not  with  the 
1973  Arab  embargo  but  in  1967,  when 
the  U.S.  crossed  over  from  being  self- 
sufficient  in  oil  to  being  a  net  importer. 

Water  is  already  an  issue  in  foreign 
policy.  Mexicans  have  been  rankled  by 
the  salty  condition  of  the  water  they 
receive  from  the  Colorado  River.  The 
salt  is  leached  from  the  irrigated  soil  of 
farmers  on  the  U.S.  side  of  the  border.  In 
1973  the  U.S.  agreed  to  clean  up  its 
water,  including  proposing  to  build  a 
large  $220  million  desalting  plant  near 
Yuma,  Ariz.  But  the  plant,  if  built,  is 
expected  to  do  only  part  of  the  job  once 
the  big  water  projects  (like  those  in  Utah 
and  Arizona)  come  into  operation  in  the 
next  five  years. 

Those  parts  of  the  southwestern  Sun- 
belt not  nourished  by  the  Colorado  River 
gain  their  sustenance  from  smaller 
streams  and  lakes  and  underground 
aquifers,  porous  rock  formations  that 
trap  water  as  it  sinks  through  the  earth. 
These  resources  are  also  being  used  faster 
than  they  can  be  replaced. 


The  high  plains  of  west  Texas  rest  on  a 
giant  underground  aquifer  known  as  the 
Ogallala  aquifer,  which  contains  water 
stored  by  thousands  of  years  of  rain  and 
snow.  Three  decades  ago  there  were 
some  2,000  wells  in  the  area.  Now  there 
are  over  70,000  wells  watering  25%  of 
the  U.S.'  cotton  production  arid  herds  of 
cattle.  But  land  under  irrigation  has  al- 
ready peaked,  and  in  20  years  irrigated 
acreage  will  have  declined  to  3.2  million 


We  are  beginning  to  run  out  of 
water,  and  if  you  think  that 
waiting  in  gasoline  lines  and 
sweltering  at  78  degrees  is 
tough,  just  wait  until  you 
have  to  start  counting  water 
by  the  drop  in  your  business, 
if  not  in  your  home. 


acres  vs.  6  million  acres  today. 

In  southwest  Nebraska,  eastern  Colo- 
rado, and  western  Kansas,  which  draw 
from  the  same  aquifer,  water  tables  are 
dropping  so  rapidly  that  by  the  turn  of 
the  century  the  recoverable  groundwater 
will  be  gone.  Without  irrigation,  Nebras- 
ka will  revert  to  dry  farming,  where  the 
yield  per  acre  for  corn  may  be  only  25 
bushels,  vs.  125  bushels  using  irrigation. 

In  California's  rich  San  Joaquin  Valley, 
which  gets  much  of  its  water  from 


aquifers,  farmers  ars  pumping  nearly  1.5 
million  acre-feet  of  water  a  year  more 
than  is  being  replaced,  and  in  the  process 
creating  soil  and  water  quality  problems, 
the  result  of  salts  and  minerals  the  water 
collects  as  it  sinks  through  the  soil. 

What  can  be  done?  Grand  water 
schemes  abound.  In  Texas  people  still 
talk  about  building  a  pipeline  from  the 
Mississippi  or  Arkansas  rivers  to  pro- 
vide water  for  the  Texas  panhandle.  Wy- 
oming would  like  to  pipe  water  from  the 
Missouri  River  in  South  Dakota.  And 
the  grandest  water  scheme  of  all,  the 
North  American  Water  &  Power  Alli- 
ance (NAWPAI,  would  bring  the  abun- 
dant frozen  waters  of  the  Yukon  River 
in  Alaska  down  to  the  lower  48  states 
and  Mexico  for  a  price  tag  of  close  to 
$200  billion. 

Perhaps  these  things  can  be  done.  But 
consider  the  price.  Again,  the  analogy 
with  oil  and  synfuel  holds:  The  costs  in 
energy  itself  and  in  money  for  these  pro- 
jects will  be  enormous  and  will  divert 
resources  that  could  be  used  for  other 
things.  With  water  as  with  oil,  cotiserva- 
tion  is  the  cheapest  and  best  answer. 
With  oil,  it  is  late  in  the  day;  we  have  not 
run  out  of  cheap  water  yet  but  the  time 
has  come  to  begin  conserving  it  so  that  it 
may  remain  cheap.  But  the  necessary 
changes  won't  come  easily,  given  the 
archaic  patchwork  of  laws  governing  wa- 
ter and  the  entrenched  nature  of  the 


Rexnord... 

in  food 
processing, 
our  equipment 
helps  produce 
food  more 
efficiently... 


As  basic  as  foods  and  beverages  are, 
their  production  is  a  highly  sophisti- 
cated business.  Flavoring,  sugar  and 
water  become  a  refreshing  soft  drink 
without  the  touch  of  a  hand. 

Rexnord  equipment  is  an  important 
part  of  the  process.  Our  conveying 


systems  keep  bottler's  lines  moving. 
Our  vibrating  conveyors  move  your 
breakfast  bran  flakes  from  oven  to 
package  without  cracking  a  flake.  Our 
equipment  moves  products  in  and  out 
of  warehouses.  It  collects  cases  and 
makes  them  into  pallet  loads. 


"water  establishment" — that  is,  the  Bu- 
reau of  Reclamation,  the  Army  Corps  of 
Engineers  and,  perhaps  most  important, 
powerful  congressmen  beholden  to  agri- 
cultural interests.  For  years  three  north- 
ern California  congressmen — Bizz  John- 
son, Bernie  Sisk  and  John  McFall — exer- 
cised virtually  unchallenged  control  over 
the  $3.6  billion  federal  water  system 
serving  California's  400-mile-long  Cen- 
tral Valley.  Their  influence  extended  far 
beyond  California.  They  could  deliver 
projects  not  only  for  their  own  constitu- 
ents but  also  for  friends  in  Congress, 
having  mastered  the  pork-barrel  art.  It 
was  Sisk  who  often  said,  "I'd  rather  trust 
another  man  with  my  wife  than  with  an 
acre-foot  of  water."  Sisk  has  retired  from 
Congress  and  McFall  was  defeated  after 
22  years  in  Congress  last  term,  but  John- 
son remains  as  chairman  of  the  Public 
Works  &.  Transportation  Committee, 
which  has  control  over  so  many  pork- 
barrel  projects. 

Even  western  governors  who  often 
side  with  environmentalists  scream 
when  anyone  suggests  that  a  water  proj- 
ect ought  to  be  curtailed  or  eliminated  in 
their  states.  Colorado's  Governor  Lamm, 
for  example,  while  opposing  develop- 
ment elsewhere  in  the  state,  is  firmly 
behind  the  proposed  Savery-Pot  Hook 
project  that  would  serve  Colorado  and 
Wyoming,  even  though  statistics  indi- 
cate the  project  makes  no  economic 


sense.  "We  need  water  projects  contin- 
ually to  regain  energy  independence," 
says  Utah's  Governor  Scott  Matheson. 
"By  no  means  have  we  exhausted  the 
need  to  develop  water." 

The  federal  government  controls  only 
navigable  waters  and  federal  irrigation 
and  hydroelectric  projects.  And  even 
that  control  is  limited.  The  rights  to  who 
uses  the  water  are  really  controlled  by 
the  states.  California  has  made  some  ef- 


Water  disputes  arent  new  in 
America  and.,  in  the  West,  they 
have  been  almost  a  way  of 
life.  Only  100  years  ago  a  bar- 
rel of  water  sometimes  cost 
more  than  a  barrel  of  oil.  "Sell 
the  water  and  give  the  land 
away,"  was  the  slogan. . . . 


forts  to  establish  consistent  policies,  but 
even  there  interests  with  the  most  politi- 
cal influence  often  prevail.  In  1977  a  fed- 
eral court  ruled  that  the  1902  Reclama- 
tion Act,  which  established  the  principle 
of  federally  subsidized  water  for  agricul- 
ture, applied  only  to  farms  of  160  acres 
per  person  living  on  the  farm.  But  the 
Senate  is  expected  soon  to  approve  a  bill 
that  would  virtually  repeal  the  160-acre 
law,  which  is  opposed  by  big  agribus- 
iness. Even  Governor  Edmund  (Jerry) 


Brown,  who  initially  supported  the  small 
farmers,  has  backed  off  under  pressure 
from  big  water  users. 

That  would  seem  to  argue  for  more 
federal  control  of  water  policy.  But  as 
might  be  expected,  Washington's  track 
record  gives  little  reason  to  believe 
things  would  be  more  efficient  if  it  were 
more  involved.  Part  of  the  confusion 
stems  from  the  fact  that  25  separate  fed- 
eral agencies  are  responsible  for  spending 
more  than  $10  billion  a  year.  For  exam- 
ple, the  Office  of  Water  Resources  & 
Technology  has  an  annual  budget  of 
$28.5  million  while  the  Alaska  Power 
Administration's  budget  is  $2.6  million. 
Additional  confusion  stems  from  the  fact 
that  benefits  were  always  seen  as  an  end 
in  themselves — damn  the  cost. 

Carter  tried  to  attack  the  "water  estab- 
lishment" by  demanding  that  future  wa- 
ter projects  pay  some  attention  to  the 
cost  of  providing  water.  Another  ap- 
proach before  Congress  would  establish 
block  grants  to  states  which  would  then 
decide  themselves  which  projects  to 
build.  A  recent  Rand  study  for  the  De- 
partment of  Energy  points  out  that  in 
many  Bureau  of  Reclamation  projects 
cost  overruns  occurred  on  over  50%  of 
the  projects  for  the  period  studied.  In 
addition,  benefits  may  be  considerably 
below  costs.  In  the  proposed  Savery-Pot 
Hook  Project,  for  example,  the  Bureau  of 
Reclamation  figures   the  government 


and  protect  its  quality. 
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There  is  more,  of  course,  to  Rex- 
nord.  Read  about  it  in  our  annual  re- 
port and  our  corporate  brochure.  For 
copies,  write  W.  C.  Messinger,  Chair- 
man, Rexnord  Inc.,  P.O.  Box  2022, 
Milwaukee,  Wisconsin  53201. 


Rex  TableTop  chains  move  cans,  bottles  and  Carrier  vibrating  spiral  elevators  are  used  to 
jars  through  filling,  capping  and  sealing.         process  as  well  as  convey  food  products. 

Mathews  conveyor  systems  reduce  costs  of 
handling  and  shipping  fruits  and  vegetables. 


Rexnord 
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would  get  89  cents  in  benefits  for  every 
dollar  spent,  since  the  $70  million  proj- 
ect is  designed  to  provide  irrigation  wa- 
ter to  only  106  large  family  ranches.  Oth- 
er officials  claim  the  California  Central 
Valley  Project  is  also  cost  ineffective. 

To  give  some  idea  of  the  disparity  be- 
tween controlled  water  prices  and  free 
market  price,  in  Utah  a  California  utility 
paid  $1,750  an  acre-foot  for  water  that  in 
the  past  farmers  had  got  for  less  than 
$25.  Cheap  water  for  farmers  is  based  on 
a  concept,  introduced  during  the  Depres- 
sion to  keep  farmers  in  business,  that 
prices  water  roughly  on  ability  to  pay. 
Again,  the  analogy  is  chilling:  Oil  prices, 
too,  were  kept  deliberately  low  to  en- 
courage use. 

Farmers'  cries  to  the  contrary,  irrigat- 
ed agriculture  wastes  water  on  a  grand 
scale.  At  the  5,000-acre  Merzoian  Elmco 
Vineyards  in  California's  San  Joaquin 
Valley,  for  example,  water  floods  through 
a  series  of  small  ponds  in  the  furrows 
between  the  rows  of  grapes,  consuming 
far  more  water  than  is  needed.  But  as 
energy  costs  for  pumping  rise,  Robert 
Merzoian  admits,  "We  will  reach  a  point 
where  it  is  more  efficient  to  install  a  drip 
irrigation  system." 

A  recent  study  by  the  General  Ac- 
counting Office  concluded  that  at  least 
half  of  the  water  used  in  irrigation  is 
wasted.  A  Bureau  of  Reclamation  study 
done  in  1973  found  that  with  water 


priced  at  $  1  to  $3  an  acre-foot,  irrigation 
efficiency  was  less  than  44%.  But  as  the 
price  rose  to  $10  an  acre-foot,  efficiency 
jumped  to  more  than  60%. 

As  prices  rise,  water  users  will  have  to 
pay  these  higher  costs,  as  will  utilities 
and  municipalities.  Farmers  growing 
high  value-added  crops,  such  as  citrus 
growers  or  big  corporate  farmers,  •  will 
continue  to  buy  water  at  the  new  price, 
but  smaller,  more  marginal  users  will  be 


Domestic  water  use  is  a  drop  in 
the  bucket  compared  with  agri- 
cultural and  industrial  usage. 
Only  9%  of  U.S.  water  goes  for 
physical  and  domestic  uses. 
About  47%  of  our  water  nation- 
wide is  used  by  agriculture 
and  43%  by  industry. 


penalized.  Grocery  costs  will  go  up. 

During  recent  droughts  much  has  been 
made  of  the  need  for  personal  conserva- 
tion. But  domestic  water  use  is  a  drop  in 
the  bucket  compared  with  agricultural 
and  industrial  usage.  Only  9%  of  the 
water  used  daily  in  the  U.S.  goes  for 
physical  and  domestic  uses  such  as  flush- 
ing toilets,  baths,  drinking  and  watering 
the  lawn.  About  47%  of  the  water  na- 
tionwide is  used  by  agriculture  and  43% 
by  industry.  Bricks  in  toilet  tanks  or 


shutting  off  sprinklers  hissing  on  sum 
mer  lawns  make  better  symbolism  thar 
sense  in  dealing  with  water  shortages. 

Ponder  these  statistics:  It  takes  mon 
than  30,000  gallons  of  water  to  produce  i 
ton  of  steel,  200  gallons  to  make  1  pounc 
of  synthetic  rubber,  184,000  gallons  for 
ton  of  high  quality  book  paper  and  \ 
gallon  to  brew  a  pint  of  beer.  It  takes 
4,000  gallons  to  raise  1  pound  of  beef 
1,300  to  grow  1  pound  of  cotton  and  500 
gallons  to  grow  a  pound  of  rice.  On< 
medium-size  paper  mill,  turning  oud 
1,000  tons  of  paper  a  day,  uses  as  much 
water  as  all  the  people  in  a  city  of  1 
million.  The  implications  for  continued 
industrial  expansion  and  for  a  rising 
standard  of  living  are  ominous. 

In  forming  water  policies,  it  is  impor 
tant  to  give  some  preference  to  projects 
where  water  isn't  "consumed" — that  is, 
in  which  it  isn't  diverted  for  long  periods! 
of  time  from  its  natural  channels.  "Con- 
sumption" is  even  more  critical  than  the 
total  quantity  of  water  used,  because  it  isj 
water  that  is  not  available  for  other  usesi 
Generation  of  hydroelectric  power  isi 
nonconsumptive  since  water  that  turng 
turbines  almost  immediately  returns  tcj 
the  river.  Agriculture,  on  the  other  hand„ 
is  responsible  for  83%  of  total  wateB 
"consumed." 

Closely  related  to  the  question  of  wa-i 
ter  "consumption"  is  that  of  water  qual- 
ity, especially  in  the  eastern  and  mid-j 
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More  ways  Rexnord  help; 


Rex  TableTop  chains  are  widely  used  in 
dairies  for  efficient  handling  of  milk  cartons 
and  bottles. 


Mathews  pallet  loaders  remove  cartons  frc 
conveyors,  stack  them  on  pallets,  and  reti 
|  stacks  to  conveyor. 


Rex  roller  chains  perform  important  timing 
and  conveying  functions  in  food  packaging. 


western  U.S.  For  years  wastes  from  pet- 
rochemical plants,  pulp  mills  and  food- 
packing  plants  spewed  into  eastern  riv- 
ers and  lakes,  making  the  water  unusable 
for  other  purposes. 

The  Water  Pollution  Control  Act  of 
1972  set  out  to  clean  up  the  water  by 
requiring  that  by  1983  all  lakes  and 
streams  be  returned  to  a  purity  described 
in  layman's  terms  as  "fishable  and  swim- 
mable."  Rough  estimates  put  the  cost  at 
the  time  at  $500  billion  to  meet  these 
standards.  But  in  retrospect  the  price 
may  have  been  worth  it.  By  purifying 
water  so  that  it  can  be  reused,  or  released 
into  a  lake  or  river  clean  enough  to  be 
used  again,  the  East  will  be  able  to  guar- 
antee industry  adequate  clean  water  sup- 
plies while  the  West  struggles  to  meet  all 
the  demands  on  its  water. 

There  is  still  a  great  deal  that  can  be 
done  for  conservation  once  water  begins 
to  be  treated  as  a  scarce  resource.  Trickle 
and  drip  irrigation,  which  places  water 
directly  at  a  plant's  root  system  rather 
than  running  it  through  dirt-lined  irriga- 
tion ditches  that  soak  up  more  water 
than  the  plants  use,  is  a  practicable  tech- 
nology. The  Irvine  Ranch  in  southern 
California  has  been  able  to  reduce  its 
water  use  by  25%  to  30%,  enough  water 
to  supply  10,000  families  in  Los  Angeles 
for  a  year,  through  an  intensive  drip  and 
wastewater  reclamation  program.  Rein- 
jection  in  wells  can  pump  purified  drain- 


Dry,  wracked  land  on  a  once-fertile  midwestem  farm 

The  axe  (lower  right)  shows  the  size  of  the  great  drought  cracks. 


age  water  back  into  aquifers.  Industry 
and  municipalities  with  advanced  treat- 
ment systems  can  reuse  water  again  and 
again  in  closed  loop  systems:  In  Japan, 
for  example,  62%  of  the  water  used  by 
industry  is  recycled  water.  Construction 
of  a  $21.6  million  pilot  project,  the 
world's  first,  began  last  spring  in  Denver 
to  turn  sewage  into  drinking  water. 

The  ultimate  solution  is,  of  course,  de- 
salination of  ocean  water.  That's  where 
most  of  the  world's  water  is — in  the 
oceans — 97%  of  it. 


In  water-starved  Hong  Kong,  the 
world's  largest  distillation  desalination 
plant  produces  over  48  million  gallons  of 
fresh  water  a  day.  Desalination  has  been 
feasible  for  years,  but  the  cost  is  astro- 
nomical; desalination  is  to  water  what 
shale  and  synfuel  are  to  oil. 

The  world's  population  is  continuing 
to  explode  in  spite  of  birth  control,  but 
its  water  supply  is  not.  The  water  crisis, 
when  it  comes,  may  make  the  energy 
crisis  look  like  a  brief  thunderstorm  on  a 
soft  summer  day.  ■ 


food  processors  cut  costs. 


Food  costs  are  at  all-time  highs.  One  of 
the  few  opportunities  left  for  cost  control 
is  through  more  efficient  processing. 

That's  where  Rexnord  fits  in.  Our  mate- 
rials handling  equipment,  key  systems  in 
bottling,  canning  and  packaging  is  highly 
productive.  There's  no  waste  motion.  No 
wasted  time.  And  that's  money  saved. 

This  kind  of  thinking  benefits  many 
Rexnord  customers:  from  farm  machine 
builders  to  miners  and  chemical  proces- 
sors. For  more  information  on  Rexnord, 
read  our  annual  report  and  corporate 
brochure.  For  copies,  write  W.  C. 
Messinger,  Chairman,  Rexnord  Inc.,  RO. 
Box  2022,  Milwaukee,  Wisconsin  53201. 

Carrier  spiral-feeder  blanches  and  cools  fresh 
fruits  and  vegetables. 


Envirex  wastewater  treatment  systems 
solve  pollution  problems  for  meat  pack- 
ers and  food  processors. 


Rexnord 
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FRANKLY  WE  DOUBT  YOU'LL  BUY  A  JAGUAR  BECAUSE  OF 
ITS  FUEL  ECONOMY  BUT  HERE  ARE  TWO  COMPELLING  FACTS: 

You'll  get  14  mpg  from  Park  Avenue  to  Wall  Street 
and  20  mpg  from  Beverly  Hills  to  Palm  Springs. 


For  a  roomy,  luxurious  and  awesomely 
responsive  motor  car,  the  Jaguar  XJ's  mile- 
age is  outstanding.  The  EPA-estimated 
fuel-economy  for  the  Jaguar  XJ6  is  [T4lmpg 
in  the  city  and  20  mpg  on  the  highway, 
(Remember:  use  estimated  city  mpg  for 
comparison.  You  may  get  different  mileage, 
depending  on  speed,  weather  conditions 
and  trip  length.  Fuel  economy  in  heavy  city 
traffic  will  be  lower.  Actual  highway  mileage 
will  probably  be  less  than  estimated  high- 
way fuel  economy.) 

Another  significant  bit  of  Jaguar  wiz-' 
ardry:  the  twin  fuel  tanks  have  an  uncom- 
monly generous  capacity.  They  can  take 
you  more  than  400  miles  between  refills. 

Naturally,  if  extreme  thrift  is  your  funda- 


mental goal  m  buying  a  motorcar,  you  will 
look  elsewhere.  But  if  superb  handling,  vivid 
response  and  a  very  high  level  of  luxury 
and  finish  are  important  considerations, 
then  you  will  find  that  the  Jaguar  XJ6  makes 
eminently  good  sense. 

It  is,  first  of  all,  a  Jaguar.  This  means  the 
XJ6  blends  luxury,  finesse  and  excellent 
road  manners  with  handling,  response  and 
pure  excitement  in  a  manner  that  is,  we  feel, 
unequalled.  You  move  on  four-wheel  inde- 
pendent suspension,  with  a  very  precise 
rack  and  pinion  steering  system.  You  stop 
with  the  silken  authority  of  four-wheel  power 
disc  brakes.  And  the  car 
is  propelled  by  an  electron 
ically  fuel-injected  double 


overhead-cam  Six  whose  strength  and 
responsiveness  are  justly  famous. 

Inside,  a  world  of  quiet  luxury  prevails.  The 
seats  are  faced  in  rich  leather.  The  dash- 
board is  veneered  in  rare  burled  walnut.  The 
amenities  are  so  complete  that  there  are  no 
factory  options  whatever. 

Consider  this  uncommon  luxury  car  be- 
fore you  make  any  choice.  The  Jaguar  XJ6 
will  reward  all  of  your  senses,  including  your 
sense  of  practicality.  For  the  name  of  the 
Jaguar  dealer  nearest  you.  call  these 
numbers  toll-free:  (800)  447-4700,  or,  in  Illi- 
nois. (800)  322-4400. 


JAGUAR 


G3  Jaguar  Rover  Triumph  Inc. 

Leonia,  New  Jersey  07605 


The  Money  Men 


A  lot  of  people  make  money  in  an  industry's 
boom  times.  Only  a  few  do  at  the  end,  when 
the  lights  are  going  out. 


The  last 
REIT-wateher 


The  last  REIT- watcher  (actually, 
there  are  a  few  others,  but  they 
won't  have  his  staying  power) 
likes  to  take  lunch  on  pleasant  days  at  a 
certain  midtown  Manhattan  restaurant 
with  sidewalk  tables.  It's  a  good  place  for 
girl-watching,  he  says,  but  he  has  more 
interesting  things  to  think  about,  like 
the  dramatic  takeover  wave  that  has  hit 
the  real  estate  investment  trusts.  "Look 
at  Continental  Illinois  Properties,"  he 
says  eagerly,  after  ordering  a  glass  of 
white  wine.  "An  investment  group,  Bra- 
bant N.V.,  rumored  to  have  been  formed 
by  Arab  investors,  offered  $25  a  share 


early  this  year.  The  Continental  Illinois 
people  quietly  spread  word  through  their 
investment  bankers,  Lehman  Brothers 
Kuhn  Loeb  Inc.  and  Alex.  Brown  &  Sons, 
that  they  would  be  glad  to  look  at  higher 
offers,  say  over  $30  a  share." 

He  pauses  when  the  wine  arrives,  sam- 
ples it  distractedly  and  quickly  sets  down 
the  big,  ball-shaped  glass,  out  of  his  way. 
"Then  came  Bouverie  Properties,  Inc., 
which  is  affiliated  with  the  employees' 
pension  fund  of  the  British  National  Coal 
Board.  They  looked  at  the  Continental 
signal  and  offered  a  flat  $30  a  share 
cash — no  paper,  no  further  deals.  And 


they  offered  it  for  ten  days." 

That,  for  a  stock  that  had  sold  for  as 
little  as  6'/s  in  1974.  He  makes  an  inter- 
esting point:  Unlike  a  good  many  targets 
the  REITs  aren't  excessively  likely  to 
fight  to  the  death  against  takeover. 

"Think  about  the  trustees.  Suppose 
they  oppose  the  bid  and  then  nobody 
comes  along  with  a  better  one.  They  are 
at  risk;  a  trustee  of  a  REIT  is  much  more 
of  a  fiduciary  than  a  director  of  a  corpora- 
tion is." 

They  make  good  targets  for  another 
reason,  too:  "In  ten  days,  who  else  has  a 
chance  to  look  at  the  books  and  decide 
whether  Continental  Illinois  Properties 
is  worth  more?  A  beautiful  preempt." 

So  Bouverie  now  owns  96%  of  Conti- 
nental stock,  at  about  twice  the  price  it 
fetched  in  January. 

That's  not  the  only  one.  General 
Growth  Properties,  the  REIT  vehicle  of 
that  shopping-center  power,  the  Bucks- 
baum  family,  is  being  bid  up  aggressively 
by  Marathon  Properties,  a  Canadian 
firm.  Another  Canadian  outfit,  teamed 
up  with  a  southern  California  developer, 
has  snapped  up  85%  of  Prudent  Real  Es- 
tate Trust,  a  smaller  trust  traded  on  the 
American  Stock  Exchange.  Rumors  are 
in  the  air  about  other  real  estate  invest- 
ment trusts  and  former  trusts:  Fidelco 


Audit  Investment  Research,  Inc 's  Kenneth  D.  Campbell 

Watching  the  passing  parade  can  be  profitable  for  the  alert  and  the  fleet  of  foot. 
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Growth  Investors  and  Bay  Colony  Prop- 
erty Co.  among  them. 

The  last  REIT-watcher  is  a  cheerful 
man  with  a  balding  head  that  retains  a 
wreath  of  graying  hair  about  the  ears, 
and  a  lively,  even  bouncy  manner.  He 
was  also  one  of  the  first  REIT- watchers, 
having  written  the  book  on  the  industry 
back  in  1971,  when  his  hair  was  less  gray 
and  newly  formed  trusts  were  a  hot  stock 
market  item.  REITs  have  continued  to 
be  his  principal  livelihood  ever  since, 
mostly  through  two  biweekly  newslet- 
ters to  interested  parties,  at  $148  a 
year  each. 

"The  property-owning  trusts  are  fre- 
quently undervalued  in  the  market  place, 
in  terms  of  their  assets,"  he  continues 
and,  after  ordering  a  salad,  leans  forward 
across  the  white-painted  metal  table  to 
cite  yet  another  takeover  example:  "C.I. 
Realty  Investors.  That  case  is  the  key  to 
the  whole  business.  David  ].  Greene  &. 
Co.  picked  up  10.5%  of  the  stock  and 
'hinted'  they  might  sue  if  it  didn't  liqui- 
date." Sure  enough,  City  Investing  tame- 
ly withdrew  from  the  REIT's  manage- 
ment, and  recently  sold  its  half-million 
shares  to  the  insurgents  at  24 Vi  each. 
Last  year,  the  stock  sold  at  around  12;  in 
1976,  at  less  than  4. 

What  C.I.  Realty  has  to  liquidate:  half 
a  dozen  apartment  buildings  in  three 
states,  a  small  shopping  center,  a  smaller 
industrial  park — and  three  Manhattan 
office  buildings  containing  1.5  million 
eminently  rentable  square  feet. 

"There  are  three  ways  to  evaluate  real 
estate,"  the  REIT-watcher  elaborates, 
sunlight  glinting  for  a  moment  off  his 
spectacles.  "Replacement  cost,  which  is 
up,  in  part  due  to  a  rise  in  construction 


Fidelco  Growth  Investors 

First  Union  Real  Estate  Equity  &  Mtge  Invt 

Florida  Gulf  Realty  Trustt 

Gould  Investors  Trustt 

GREIT  Realty  Trust 

Hubbard  Real  Estate  Investments 


costs  of  1 V*  to  1  Vi  times  the  inflation 
rate  because  of  the  unions;  current  mar- 
ket prices  of  comparable  properties, 
which  are  also  way  up,  partly  because  of 
foreign  investors  and  partly  because  U.S. 
investors  also  want  an  inflation  hedge; 
and  capitalization  of  the  real — and  the 
potential — income  stream,  and  that  also 
is  headed  up." 

Result:  The  30  or  so  property-owning 
trusts  that  survived  the  1974-75  debacle 
relatively  well  are  now,  generally  speak- 
ing, worth  more  dead  than  alive.  Some- 
times a  lot  more. 

"Stock  has  gradually  been  moving  into 
stronger  hands,  people  who  have  put  a  lot 
of  money  into  them  and  want  a  better 
return  than  the  managers  have  been  of- 
fering, or  even  promising.  So  it's  a  battle 
between  the  investors  who  want  their 
money  and  the  REIT  managers  now  in 
control,  who  want  their  jobs." 

He  is  a  peaceable-looking  man,  but  he 
clearly  relishes  this  battle  from  his 
perch;  the  managers  know  how  vulner- 
able they  are,  and  so  they  hide  from  him: 
"One  guy  told  me,  'leez,  I  can't  answer 
questions  like  that.  You're  asking  me  to 
strip  naked  and  walk  in  front  of  a  firing 
squad.'  "  He  laughs.  "And  the  trustees 
are  in  the  middle.  They  fear  they  can  be 
sued,  literally,  for  every  cent  they've  got 
if  they  resist  a  takeover  bid  and  provably 
cost  the  stockholders  money.  Would  you 
put  your  entire  net  worth  on  the  line  to 
save  somebody  else's  iob>"  His  eyebrows 
arch  questioningly;  the  question  is,  of 
course,  rhetorical. 

The  takeover  wave  is  starting  at  the 
top  of  the  list  of  140  or  so  REITs  he 
follows,  and  it  is  working  its  way  down. 
Meanwhile,  another  trend  is  working  its 

Some  REITs  to  watch 
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way  up  from  the  bottom:  The  sickest  of 
the  REITs,  some  62  of  them,  primarily 
drawn  from  the  ranks  of  the  ill-con- 
ceived lending  REITs,  are  quietly  being 
allowed  to  die  or  disappear,  one  by  one. 
Some,  like  Chase  Manhattan's  mortgage 
REIT,  are  passing  through  bankruptcy 
proceedings.  Others  are  seeking  merger 
to  take  advantage  of  their  tax-loss  carry- 
forwards before  the  latter  expire  (some 
arc  no  longer  strictly  speaking  REITs, 
having  given  up  their  special  tax  status 
to  operate  as  corporations  with  the  prop- 
erties they  foreclosed  on;  but  the  prob- 
lems, of  course,  remainl.  Still  others, 
small  ones,  are  merging  to  economize  on 
management  costs. 

The  industry,  then,  is  slowly  disap- 
pearing. Its  parts  are  generally  worth 
much  more  than  the  wholes,  except  for 
the  wholes  that  aren't  worth  anything. 

He  leans  back  philosophically,  enjoy- 
ing the  wine  this  time.  "I  expect  to  see 
the  REITs  I  follow  vanish  at  the  rate  of 
one  or  two  a  month  from  here  on  out," 
he  speculates.  "Actually,  half  of  them 
ought  to  be  gone  in  the  next  three 
years — the  larger,  more  important  half." 

So  what  happens  to  a  retired  REIT- 
watcher? 

"Oh,  I'm  too  old  to  start  something 
new,"  he  smiles.  "Why,  I'm  nearly  50." 
He  has  another  newsletter,  detailing  oth- 
er real  estate  related  companies,  home 
builders  and  the  like.  Perhaps  it  will  do 
well,  perhaps  not.  "And  I  am  on  retainer 
with  certain  investors." 

When  the  lunch  ends,  Kenneth  D. 
Campbell,  president  of  Audit  Investment 
Research,  Inc.,  takes  his  leave  affably, 
and  walks  quickly  across  the  way  to  pay 
a  call  on  one  of  his  stockbrokers.  ■ 
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Many  REITs  are  selling  below  book  value  and  may  be  worth  much  more. 

Annual* 


Shares  Closely  Book  Annual*  or 

REITs  (thousands)  held  value  dividend  cash  f] 


American  Equity  Investment  Trustt  2,497  '  1.4%  $10.70  $1.30**  $1.35 
Bay  Golony  Property  Co  3,315  0.3  6.27  .00  .00 
Commonwealth  Realtyt  1,305  54.lt  10.00  .80  .37 


Consolidated  Capital  Realty  Investorst  1,989  0.6  25.55  2.06  2.06 

Denver  Real  Estate  Investment  Association t    1,101  8.6  16.41  .80  1.28 

Federal  Realty  Investment  Trustt  1,455  2.2  13.82  1.36  1.24 


Real  Estate  Investment  Trust  of  America  1,633  3.6  21.86  1.60  2.81  21  -3.9 
San  Francisco  Real  Estate  Investorst  1,385  3.7  25.03  1.60  1.60  22'/2  -10.1 
University  Real  Estate  Investment  Trustt       2,5 14  Ol  9_00  .84  .32  8J4  -2.7 

USP  Real  Estate  Investment  Trustt  2  500  0.04  9.25  .68  .69  8'A  -10.8 
Virginia  Real  Estate  Investment  Trustt  1,166  28_3  13.97  .80  L00  12  -14.1 

"Latest  quarter  annualized  plus  nonrecurring  items.  +  These  trusts  are  evaluated  on  a  cash-flow  basis,  with  book  value  adiusted  upward  accordingly  t  Fully  diluted. 
'"Trailing  12  months  Source:  1979  Audit  Investment  Research,  Inc 
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HOW  TO  PACK 
FOR  A  QUICK  TRIP 
TO  EUROPE. 


Emery  Express  introduces  its 
European  plan.  It's  been  designed 
expressly  for  small  packages  that  have 
urgent  business  in  Europe. 

Simply  place  your  important 
papers  inside  an  Emery  Express-Pak 
envelope  or  box. 

You  can  pack  things  like  inter- 
office memos,  legal  documents, 
research  reports,  computer  print-outs, 
newsletters— but  only  paperwork 
that  has  no  commercial  value. 


Then  place  a  call  to  us.  The  same 
number  you've  been  using  for  regular 
Emery  Express.shipments. 

Our  computer  will  keep  track  of 
your  package  from  the  minute  it 
leaves  your  desk  until  the  moment  it 
lands  on  your  customer's  desk. 

And  that  won't  take  long,  either. 
Say  we  pick  up  your  package  today. 
We'll  deliver  it  the  day  after 
tomorrow,  during  business  hours. 

By  the  way,  this  is  a  tale  of  ten 


cities.  London,  Paris,  Frankfurt, 
Amsterdam,  Brussels,  Geneva,  Zurich, 
Rotterdam,  Basel  and  Madrid. 
(Packages  must  be  consigned  to  an 
address  within  the  postal  zone  of  one 
of  these  cities.) 

Now  that  Emery  Express  has  put 
Europe  on  its  map,  the  world  is  getting 
even  smaller,  even  faster. 

EMERU 

Express 


U  S  POSTAL  REGULATIONS  SPECIFY  THAT  IF  YOU  INCLUDE  ANY  FIRST  CLASS  (LETTER)  MATERIAL 

IN  THE  EXPRESS-PAK,  PROPER  POSTAGE  MUST  BE  APPLIED  AND  CANCELED. 
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1% 

1979 Annual  Mutual  Fund  Survey 


The  public  continues  to  dump  equity  mutual  funds  while  buying 
bond  and  money  market  funds  with  wild  abandon.  If  you're  a 
contrarian,  what  does  that  tell  you? 

Performance  good, 
sales  lousy 


By  Allan  Sloan 

When  money  market  mutual  funds  got  started  just  five 
years  ago,  a  lot  of  people  dismissed  them  as  a  passing 
fad  spawned  by  temporarily  high  short-term  interest 
rates.  Some  fad!  The  68  money  market  funds  last  month 
neared  the  $30  billion  mark  in  assets,  and  are  heading  higher. 
Meanwhile  the  289  stock  funds,  continuing  their  downward 
drift  of  recent  years,  had  about  $34  billion  in  assets.  In  a  few 
months,  barring  a  major  reversal,  the  money  funds  will  have 
more  assets  than  the  stock  funds — a  staggering  change.  At  the 
start  of  1978,  the  stock  funds  had  nine  times  the  assets  of 
money  market  funds — $34  billion  to  $3.8  billion. 

Even  though  many  savvy  people  think  this  is  the  time  to  buy 
stocks  (see  Warren  Buffett's  article  in  Forbes,  Aug.  6)  investors 
have  been  fleeing  stock-oriented  mutual  funds  in  droves.  De- 
spite improved  performance  by  fund  managers — the  industry 
says  three  out  of  four  stock  funds  are  topping  the  Standard  & 
Poor's  500  in  performance — investors  since  January  1978  have 
cashed  in  $4.5  billion  more  shares  than  they've  bought.  Mean- 
while, money  market  funds  have  grown  so  rapidly  they've 
become  a  major  factor  in  short-term  money  markets. 

If  you  are  a  contrarian  you  will  probably  say:  This  is  the  time 
to  buy  stocks;  the  multitude  is  always  wrong.  (The  multitude, 
as  Warren  Buffett  said,  includes  the  multitude  of  professional 
money  managers.)  However,  there  is  good  reason  to  believe 
that  the  money  market  funds  are  not  simply  attracting  disen- 
chanted stock  market  money.  The  massive  size  of  the  money 
fund  influx — more  than  $25  billion  in  the  past  18  months — 
makes  it  clear  the  funds  have  discovered  a  whole  new  class  of 
customer.  That's  what  happened  to  the  stock-oriented  mutual 
funds  during  their  glory  days  in  the  1950s  and  1960s,  when 
they  discovered  a  mass  market  waiting  for  a  chance  to  invest 
in  stocks. 

The  market  the  money  funds  have  found  is  the  people  (and 
modest-size  companies)  who  have  yanked  their  money  out  of 
banks  and  S&Ls  in  order  to  get  a  higher  yield. 

What  happens  is  this:  The  money  fund  pools  its  investors' 
money  and  uses  it  to  buy  short-term  bank  certificates  of 
deposit  and  other  paper.  Although  federal  regulations  limit  the 
interest  banks  and  S&Ls  can  pay  depositors,  the  feds  don't 
regulate  the  rates  institutions  pay  for  CDs  of  $100,000  and  up. 
Since  big  CDs  currently  carry  very  high  rates,  the  money  fund 
managers  can  take  a  fee  (typically  0.5%  of  assets)  and  expenses 
out  of  the  take,  and  still  pay  investors  much  more  than  the 
money  would  earn  in  a  savings  account.  Even  though  the 


savings  industry  spends  millions  of  dollars  convincing  us  that 
"the  road  to  riches  starts  at  the  Dime" — the  slogan  of  a  New 
York  savings  bank — depositors  are  wising  up.  It  doesn't  take 
much  sophistication  to  see  you  can  travel  along  the  road  to 
riches  a  helluva  lot  faster  earning  9%  in  a  money  market  fund 
than  earning  5.73%  in  an  S&L  passbook  account. 

How  much  of  the  $30  billion  or  so  in  money  market  funds 
these  days  is  cash  that  would  otherwise  be  in  a  bank  or  S&L? 
No  one  knows  for  sure,  but  everyone  knows  it's  a  lot.  Take  the 
Merrill  Lynch  Ready  Assets  Trust,  which  has  more  than  $5 
billion — money  Merrill  Lynch's  brokers  would  love  to  channel 
into  commission-producing  stock  buys.  Even  the  Thundering 
Herd  says  a  lot  of  that  money  is  parked  for  yield,  not  as  a 
temporary  waiting  place  until  it  goes  into  stocks. 

Barring  gross  misjudgments  like  the  moves  that  wrecked 
First  Multifund  for  Daily  Income  (see  box),  a  money  market 
fund  ought  to  be  virtually  as  safe  as  an  insured  deposit.  So,  if 
you  are  considering  switching,  just  make  sure  you're  dealing 
with  a  reputable  money  manager,  read  the  prospectus  carefully, 
and  invest  only  in  funds  that  are  dealing  in  high-grade,  short- 
term  paper.  Don't  send  your  money  to  someone  dealing  with 
offshore  banks  to  get  another  tenth  of  a  percent.  Be  happy  you 
can  get  9.5%  instead  of  5.73%.  Don't  be  too  greedy. 

The  new  respectability  and  affluence  of  the  money  market 
funds  has  been  helped  along  tremendously  by  the  federal  gov- 
ernment— unwittingly,  of  course.  In  June  1978,  trying  to  keep 
money  in  banks  and  S&Ls,  the  feds  gave  the  institutions 
permission  to  offer  six-month  CDs  tied  to  the  Treasury  bill 
rates.  The  institutions  called  the  CDs  "money  market  certifi- 
cates" and — voila! — millions  of  depositors  discovered  the  term 
"money  market."  From  there,  it  wasn't  a  big  step  to  yanking 
money  out  of  the  bank  and  putting  it  into  a  money  market 
fund,  which  didn't  require  the  $10,000  minimum  the  CDs  did. 
Also,  money  market  funds  let  investors  take  their  money  out 
at  any  time  without  penalty,  while  the  CDs  forced  depositors 
to  tie  their  money  up  for  six  months. 

While  money  market  funds  are  booming  just  as  short-term 
interest  rates  (and  thus  money  fund  yields)  may  be  peaking, 
stock  funds  are  getting  hosed.  This  time,  unlike  the  late  Sixties 
and  early  Seventies,  they  don't  deserve  it.  As  Forbes'  survey 
shows,  the  majority  of  stock  funds  have  been  outperforming 
the  S&P's  500,  a  broadly  based  market  index.  This  year,  for  the 
first  time,  the  Forbes  survey  of  the  funds'  total  returns  in- 
cludes income  dividends,  capital  gains  distributions  and 
changes  in  per-share  market  value. 

Even  though  the  average  long-term  return  hasn't  been  any- 
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Vanguard  asks... 


Want  good  value  in  stocks? 
Get  fern  while 
they're  cold. 


Instead  of  chasing  after  the  cur- 
rent "hot"  siocks  of  the  day. 
Windsor  Fund  concentrates  on 
overlooked  and  undervalued  stocks 
. . .  and  tries  to  buy  them  before 
they  are  discovered  by  others. 
That's  how  the  Fund  seeks  long- 
term  capital  growth  and  income. 

To  see  how  well  this  independ- 
ent-minded strategy  has  worked 
for  the  last  twenty  years,  send  for 
Windsor's  latest  Shareholder 
Report  and  Prospectus.  They  may 
explain  why  individual  and  corpo- 


rate investors  alike  have  chosen 
Windsor  Fund. 

•  NO  SALES  COMMISSION 

•  NO  REDEMPTION  FEE* 

Windsor  Fund  offers  a  clear- 
cut  alternative  to  most  other 
investments. 

For  free  information  without 
obligation,  mail  coupon.  Or  call 
toll-free:  (800)  523-7910.  In 
Pennsylvania,  call  collect:  (800) 
362-7688. 

"Redemptions  are  a\  [he  then  current  net  Hssel  value. 


r  WINDSOR 

FUND 


FORN-403 


WINDSOR  FUND,  Box  1100 
Drummer's  Lane,  Valley  Forge,  Pa.  19482 

/  //  ould  like  more  complete  information  including  advisory  fees,  distribution  charges, 
and  other  expenses.  Please  send  me  the  latest  Windsor  Fund  Shareholder  Report  and  a 
Prospectus  so  I  may  read  it  carefully  before  I  invest  or  send  money. 
I'm  also  interested  in  □  Keogh  Plans  and/ or  □  IRA  Plans 


AMLMBEROF 

THEVanguard 

GROUP 

OF  INVESTMENT  COMPANIES 
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Name. 


Address. 
Gtv  


HIGH  YIELD. 
WITH  NO  FEDERAL  TAXES. 


100%  of  the 
income  earned  by  ^-<£i 
Fidelity  High  Yield  ^® 
Municipals  is  currently 
exempt  from  federal 
income  taxes. 

In  addition  to 
high  tax-free  yield,  J 
The  Fund  offers 
the  option  of  ^2***-* 
tax-free  reinvestment, 
no  sales  charge,  and  a  low 
(45/100  of  1%)  management  fee. 

This  combination  of  high 
tax-free  yield  and  important 
benefits  will  put  stars  in  your 
eyes.  Learn  more  now. 

CALL  FREE 
(800)  225-6190 

In  Mass.  call  collect  (617)  726-0650 

"Income  may  be  subject  to  state  or  local  taxes. 
Any  capital  gain  distributions  will  be  taxable. 


The  fund's  a  star. 


I 
I 
I 
I 
I 
I 
I 


★  ★★★★  wmm 

FIDELITY 
HIGH  YIELD 
MUNICIPALS 

PO  Box  832.  Dept  JB  082079 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 


Name  

Address  _ 
City  


State _ 


FIDELITY  GROUP 

Over  $4  billion  ol  assets  under  management 


Zip- 


A  bum,  not  a  hero 

"Season's  greetings  ...  we  have  just 
lost  6%  of  your  money."  That,  in  es- 
sence, is  the  message  shareholders  of 
the  First  Multifund  for  Daily  Income 
got  last  December  from  fund  Presi- 
dent Milton  Mound.  People  who  in- 
vest in  stocks  expect  losses  like  that 
from  time  to  time  .  .  .  but  a  money 
market  fund? 

What  happened?  Mound,  74,  who 
should  have  known  better,  commit- 
ted a  classic  error — he  took  short- 
term  obligations  (his  investors'  mon- 
ey, due  to  them  on  demand)  and  in- 
vested in  longer-term  assets.  This 
happened  in  late  1977,  when  Mound 
invested  more  than  half  the  fund's 
$12.7  million  in  obligations  of  two 
years  or  more.  He  apparently  expected 
interest  rates  to  drop  and  locked  into 
high  yields  to  make  his  fund  more 
attractive  to  investors  at  a  time  when 
other  money  market  funds  would 
show  declining  yields.  But  the  market 
went  the  other  way  and  the  fund's 


thing  to  write  home  about — just  2.3% 
(less  than  a  savings  account) — the  total 
return  over  the  past  12  months  has  been 
very  good:  15.2%,  compared  to  13.3% 
for  the  S&P's  500. 

During  1978,  stock  fund  investors  re- 
deemed $2.8  billion  more  in  shares  than 
they  bought.  So  far  this  year,  they  have 
cashed  in  $1.7  billion  more — $4.5  billion  ' 
out  of  the  funds  in  less  than  two  years. 

If  the  stock  funds  have  been  doing 
reasonably  well  lately,  why  are  people 
cashing  in  shares  instead  of  buying 
them?  James  Riepe,  executive  vice  presi- 
dent of  Vanguard  Group  of  Investment 
Cos.,  thinks  people  are  selling  because 
their  shares  are  at  last  worth  what  they 
were  when  they  bought  them.  "A  lot  of 
the  people  who  came  in  in  the  early 
Seventies  are  breaking  even  now,  and 
they  want  to  get  out,"  he  says.  "You 
usually  find  redemptions  accelerating  in 
good  markets.  When  they  should  be 
buying  funds  is  right  now,  with  the  Dow 
at  820.  Instead,  when  they'll  get  in  is 
when  the  Dow  is  at  1000." 

Although  the  stock  funds  are  shrink- 
ing, the  mutual  fund  industry  as  a  whole 
is  doing  rather  well.  Its  corporate  bond 
funds  had  net  purchases  of  $1  billion  last 
year,  and  a  half-billion  more  so  far  this 
year.  Tax-exempt  funds  had  net  pur- 
chases of  $600  million  last  year  and  $600 
million  more  so  far  this  year. 

This  means  that  for  the  first  time  the 
stock  funds,  90%  of  the  industry's  assets 
in  the  early  1970s,  are  less  than  half  its 
assets.  Just  as  brokerage  houses  have 
been  diversifying  by  finding  new  prod- 
ucts to  sell  people  who  don't  want 
stocks,  the  mutual  fund  industry  is 
evolving,  too.  The  industry  isn't  dying; 
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PROUD  OF  OUR  PAST. . . 
CONFIDENT  OF  OUR  FUTURE 


THE 
EMPLETOr1 


medium-term  securities  dropped  in 
price.  When  customers  wanted  their 
money,  the  fund  faced  a  liquidity  cri- 
sis. Mound  solved  the  problem  by  sell- 
ing assets  at  a  6-cent  loss  per  dollar  of 
original  investment. 

Mound,  a  Columbia  Law  School 
graduate  and  a  lawyer  for  about  40 
years,  was  removed  from  the  presi- 
dency of  First  Multifund  by  the  fund's 
board  in  December  1978  when  assets 
dipped  to  $8.2  million.  By  June,  Op- 
penheimer  Management  Corp.  had 
filed  with  the  SEC  to  swap  the  re- 
maining $2.3  million  in  the  fund  for 
shares  of  Oppenheimer's  Monetary 
Bridge  Fund. 

When  we  asked  the  fund's  lawyer 
why  Mound  had  taken  the  portfolio 
maturities  out  so  far  when  all  the  oth- 
er money  market  fund  managers  were 
staying  short,  he  replied,  "If  he'd  been 
right,  he'd  be  a  hero.  When  you  are 
wrong,  you're  a  bum." 

— Christine  Miles 


it's  just  different. 

The  big  question,  of  course,  is  what 
will  happen  if  interest  rates  fall  and  the 
stock  market  perks  up.  Will  investors 
•run  out  of  bond  and  money  funds  as 
rapidly  as  they  roared  in?  Not  likely.  So 
long  as  the  money  funds  still  seem  like  a 
safe  place  to  keep  cash,  the  little  old 
ladies  aren't  going  back  to  S&Xs — not 
unless  short-term  rates  fall  below  pass- 
book rates,  and  that's  not  likely  to  hap- 
pen soon.  "The  potential  for  them  disap- 
pearing tomorrow  is  zilch,  no  matter 
what  the  stock  market  does,"  argues  Al- 
fred Johnson,  chief  economist  of  the  In- 
vestment Company  Institute,  the  mutual 
funds'  trade  association.  William  Don- 
oghue,  publisher  of  Donoghue's  Money 
Fund  Report,  says:  "Some  of  the  funds  are 
starting  to  use  the  word  'depositor'  in- 
stead of  'investor.'  " 

Certainly  the  money  market  funds  suf- 
fered a  drain  when  interest  rates  sagged 
in  1975-76.  But  as  long  as  government 
rules  penalize  the  small  saver  as  they  do 
today  and  as  long  as  interest  rates  fluctu- 
ate as  sharply  as  they  do  nowadays  there 
is  going  to  be  some  kind  of  permanent 
place  for  the  money  market  funds. 

And  the  stock,  funds?  Will  they  make  a 
comeback?  That  remains  to  be  seen,  but 
Forbes  continues  to  believe — based  on 
two  decades  of  data  we  have  collected — 
that  for  individuals  who  lack  the  time 
and  the  inclination  to  pick  their  own 
stocks  (and  to  decide  when  to  sell  them), 
good  no-load  mutual  funds  are  an  excel- 
lent investment  vehicle.  Which  specific 
funds?  Study  the  figures  that  follow  and 
decide  for  yourself.  The  honor  roll  lists 
18  investment  companies  that  have  met 
a  very  tough  set  of  Forbes  tests.  ■ 


Two 

Mutual  i 

Funds 

seeking 

long-term 

growth 

through 

investments  in 

U.S.  and  Foreign 

securities. 


Teebrochure  &  prospectus  available. 

I  OH 


Address 


State 


Zip 


Get  peak  yields  plus  daily 
liquidity  with  only  $2,000. 


Here  al  the^SWlop, j 
you'll  find  important  F 
advantages.! 
□  High  money  mar- 
ket yields.  _ 
□  Immediate  liquidity- V 
no  withdrawal  penalty? 
□  Toll-Free  telephone  \H 

redemption/transfer.  Y 
□  Free  check  writing.  \ 
□  No-Load. 
No  sales  charge  or  redemption 
penalty.  You  get  these  bene-  f 
fits  whether  you  invest, 
$2,000  or  $2,000,000. 


For  current  yield,  phone  toll-free 
1-800-638-5660.  If  busy,  or  in 
Maryland,  call  collect 
301-547-2136. 

Rowe  Price  A 
Prime  Reserve  Rind,  Inc. 

100  E.  Pratt  Street,  Baltimore, 
Maryland  21202. 


Address- 
City  


.  Zip  Code. 


For  more  complete  information,  includ- 
ing management  fee  and  other  charges 
land  expenses,  obtain  a  prospectus.  Read 
i  it  carefully  before  you  invest  or  send 
I  money. 
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The  Ups...The  Downs 

Here,  on  Standard  &  Poor's  500  Stock  Average,  are  the  market  seg- 
ments against  which  FORBES  measures  mutual  fund  performance. 


1979  Honor  Roll 


Fund  Ratings 




Name  (number  of  times 
on  honor  roll) 

Ratings 
up  down 
Type    markets  markets 

Average 
annual 
total 
return 
J  968-79 

Total 
assets 
(mil) 

Diversified  stock  funds 

AMCAP  Fund  (1) 

load 

A+ 

B 

6.4% 

$  74.2 

Charter  Fund  (2) 

load 

A+ 

A 

10.2 

17.6 

Contrafund  (1) 

no-load 

A 

B 

6.1 

43.8 

Founders  Special  Fund  (2) 

load 

B 

A 

8.8 

14.5 

General  American  Investors  (2) 

closed-end 

A 

C 

6.1 

132.9 

Guardian  Mutual  Fund  (4) 

no-load 

B 

B 

73 

107.6 

Mathers  Fund  (2) 

no-load 

A 

C 

7.4 

107.5 

Mutual  Shares  (4) 

no-load 

B 

A 

11.4 

68.8 

Pliiladelphia  Fund  (1) 

load 

A+ 

C 

6.7 

912 

Ptitrend  Fund  (1) 

load 

B 

B 

6.9 

15.7 

20th  Century-Select  Investors  (2) 

no-load 

B 

A 

8.6 

4.5 

Vance,  Sanders  Common  Stk  Fd  (1) 

load 

B 

B 

6.7 

46.4 

Vance,  Sanders  Special  Fund  (1) 

load 

A+ 

C 

63 

54.5 

Windsor  Fund  (5) 

no-load 

B 

B 

7.5 

701.1 

Balanced  funds 

Kemper  Iota]  Return  Fund  (5) 

load 

A+ 

C 

7.7 

423 

Union  Income  Fund  (3) 

load 

B 

B 

6.0 

60.7 

Funds  for  investing  abroad 

Hie  Japan  Fund  (6) 
Templeton  Growth  Fund  (6) 

closed-end 
load 

A 
A 

A+ 
A+ 

19.4 
18.9 

177.8 
2652 

What  the  ratings  mean 

Forbes  rates  mutual  funds  on  the  basis  of  their  performance  in 
each  of  three  rising  markets  and  three  falling  markets.  To  get  a 
high  score,  a  fund  must  show  superior  performance  in  all  three  up 
or  down  periods. 

In  up  markets  the  top  12.5%  of  all  funds  are  initially  awarded  an 
A  +  rating,  the  next  12.5%  get  an  A,  the  next  25%  get  B,  the  next 
25%  get  C,  the  lowest  25%  get  D. 

In  down  markets,  the  ratings  range  from  A  to  F,  with  an 
occasional  A+  awarded  for  outstanding  performance. 

In  both  the  up-market  and  down-market  ratings,  downward 
adjustments  are  made  in  cases  where  performance  in  the  most 
recent  of  the  three  periods  has  been  substantially  below  the 
average  of  all  three.  In  effect  the  latest  period  counts  for  more: 
After  all,  it's  how  you're  doing  that  counts,  not  how  you  did. 

Explanation  of  column  headings 

The  Performance  Ratings  are  based  on  the  following  UP  and 
DOWN  markets:  UP,  5/26/70—1/11/73;  10/3/74—9/21/76;  3/6/78— 
9/12/78.  DOWN,  11/29/68—5/26/70;  1/11/73—10/3/74;  9/21/76— 
3/6/78. 

In  determining  performance  ratings  and  the  latest  12  months' 
return  from  capital  growth,  capital  gains  distributions  have  been 
reinvested,  but  income  dividends  have  not.  The  average  annual 
total  return  for  1968-79  reflects  reinvestment  of  all  distributions. 
Results  are  based  on  initial  investments  at  net  asset  value  and  do 
not  allow  for  sales  charges. 

In  the  Investment  Results  section,  the  latest  12  months  is  the 
period  from  June  30,  1978  to  June  29,  1979;  the  average  annual 
total  return  covers  the  period  Nov.  29,  1968  to  June  29,  1979. 

Return  from  income  dividends  is  based  on  June  29,  1979  net 
asset  value  and  the  income  payout  for  the  preceding  12  months. 

Annual  expenses  include  management  fees  and  operating  ex- 
penses as  a  percentage  of  average  net  assets. 
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1979  Fund  Ratings 


Performance 
Ratings 


Investment 
Results 


In  In 

UP  DOWN 

Markets  Markets 

-  -  Standard  &  Poor's  500  Stock  Average 

C  D  FORBES  Stock  Fund  Average 

STOCK  FUNDS  (LOAD) 

C  D       Affiliated  Fund  

A+  B       AM  CAP  Fund  

•D  «A       American  Birthright  Trust  (started  5/70)  

B  F       American  General  Capital  Growth  Fund  

C  F       American  General  Enterprise  Fund  *  

D  F       Amer  General  Total  Return  Fund*  *  

•B  »C  Amer  General  Venture  Fund  (started  10/70) . 

D  A       American  Growth  Fund  

C  B       American  Insurance  &  Industrial  Fund  

D  *D       American  Leaders  Fund  (started  2/69)  

C  B       American  Mutual  Fund  

A  C       American  National  Growth  Fund  

C  F       Anchor  Growth  Fund  

D  C       Axe-Hough  ton  Stock  Fund  

C  «F       Berkshire  Capital  Fund  (started  12/68)  

A  «D       BLC  Growth  Fund  (started  10/69)  

C  »B       BLC  Income  Fund  (started  10/69)  

D  C       Bondstock  Corp  

B  F       Boston  Mutual  Fund  (started  1/69)  

C  C       Broad  Street  Investing  Corp  

C  D       Brown  Fund  

B  D       Bullock  Fund  

B  D       The  Cardinal  Fund  

A  D       Century  Shares  Trust  

B  F       CG  Fund  

A+  A       Charter  Fund  

B  F       Chase  Frontier  Capital  Fund  of  Boston  

C  F       The  Chase  Fund  of  Boston  

B  »F  Chase  Special  Fund  of  Boston  (started  7/69) . 

B  C       Chemical  Fund  

C  F       Colonial  Growth  Shares  

B  D  Common  Stock  Fd  of  State  Bd  and  Mtge  Co.. 

D  D  Commonwealth  Fd  Indent  of  Tr  Plans  A&B  . 

D  C  Commonwealth  Fd  Indenture  of  Tr  Plan  C ... 

D  D       Composite  Fund  , 

B  B       Comstock  Fund  

C  C  Corporate  Leaders  TrFd  Certificates,  Ser"B". 

C  D       Country  Capital  Investment  Fund  

D  C       Decatur  Income  Fund  , 

C  D       Delaware  Fund  , 

B  D       Delta  Trend  Fund  

C  »F       Directors  Capital  Fund  (started  2/70)  

D  C  Diversified  Fund  of  State  Bond  and  Mtge  Co 

C  C       Dividend  Shares  

C  C       The  Dreyfus  Fund  , 

C  »B       The  Dreyfus  Leverage  Fund  (started  6/69)  

Eaton  &  Howard  Funds 

A  F  Growth  

C  F  Special  

D  F  Stock  


Average 
Annual 
Total 
Return 
1968-79 


Latest  12  Months 


Return 
from 
Capital 
Growth 


Return 
from 
Income 
Dividends 


Total  Assets 


6/30/79 

In 
Millions 


%  Change 
1979  vs. 
1978 


Maximum 
Sales 
Charge 


3.5% 
2.0% 


7.7% 
8.4% 


5.1% 
3.8% 


5.2% 
6.4 

■3.7 
■2.3 


10.4% 

19.2 

12.2 

10.3 

19.1 


5.4% 
1.8 
none 
3.3 
1.4 


;i,486.9 
74.2 
41.8 
147.5 
158.8 


2.9 
13.5 
-13.8 
-5.3 
1.1 


7.25% 

8.50 

8.50 

8.50 

8.50 


-0.4 

5.2 
7.9 


14.9 
28.2 
16.0 
9.8 
5.3 


3.5 
2.2 
3.8 
4.3 
5.1 


32.2 
15.2 
17.6 
12.9 
52.7 


-2.1 
15.2 
12.8 
15.2 
225.3 


8.50 
8.50 
7.25 
8.50 
6.50 


6.8 
5.6 
-3.4 
1.0 


7.6 
16.6 
8.3 
6.0 
9.4 


4.9 
3.1 
2.5 
4.1 
3.9 


343.4 
32.0 

143.6 
66.7 
5.0 


1.1 
23.6 
-14.2 
-2.5 
-2.0 


8.50 
8.50 
8.50 
8.50 
8.50 


1.5 
0.4 

5.7 


8.1 
4.1 
14.2 
9.3 
9.4 


2.7 
5.6 
4.8 
2.8 
4.9 


9.6 
11.9 
16.8 

3.9 
318.1 


5.5 
10.2 
-4.0 
18.2 

3.3 


8.50 
8.50 
8.50 
8.50 
7.25 


1.1 
4.1 
2.3 
5.2 
2.7 


7.1 
11.8 
10.2 
16.3 
12.5 


1.9 
3.8 
3.4 

3.6 
3.2 


3.3 
136.2 
12.6 
69.2 
118.0 


-2.9 
-0.8 
2.4 
5.7 
-0.1 


7.25 
8.50 
8.50 
7.25 
7.50 


10.2 
-5.1 
-4.7 

3.5 


22.1 
16.7 

7.8 
17.1 

9.0 


1.8 
1.2 
3.4 
1.6 
3.1 


17.6 
12.0 
26.1 
9.8 
765.6 


13.6 
-3.2 
-8.1 
-2.0 
3.6 


8.50 
8.50 
8.50 
8.50 
8.50 


- 1.4 
0.3 
0.1 
2.1 
1.1 


13.9 
5.5 
1.1 
0.7 
8.7 


3.1 
3.2 
8.3 
7.6 
3.1 


55.4 
32.6 
11.7 
35.2 
22.6 


-5.3 
-6.6 
-18.8 
-12.2 
-5.4 


8.50 
8.50 
7.50 
7.50 
7.00 


5.8 
4.5 
0.5 
6.2 
2.8 


22.5 
7.9 
0.8 
7.0 
3.3 


3.5 
5.8 
3.7 
5.9 
4.7 


105.7 
43.5 
39.3 
247.5 
252.9 


10.7 
-0.7 
-3.2 
0.6 
-11.4 


8.50 
t 

7.50 
8.50 
8.50 


-3.3 

4.1 

3.6 
3.1 


2.4 
-23.9 
4.6 
8.6 
11.3 


2.3 
none 
5.2 
4.3 
3.5 


7.9 
2.0 
5.8 
258.3 
1,446.2 


-12.2 
-31.0 

11.5 
0.3 

-0.1 


8.50 
8.50 
8.50 
8.50 
8.50 


-0.8 
-4.6 
-1.3 


18.9 

16.1 
15.6 
4.8 


2.8 

1.2 
1.7 
4.3 


272.0 

27.9 
15.7 
80.9 


6.9 

-2.1 
-1.9 
-10.0 


8.50 

7.25 
7.25 
7.25 


•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 
**  Formerly  Legal  List  Investments. 


*  Formerly  Enterprise  Fund. 

t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 
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1979  Fund  Ratings 


Performance 
Ratings 


Investment 
Results 


In  In 
UP  DOWN 
Markets  Markets 


Average 
Annual 
Total 
Return 
1968  79 


Latest  12  Months 


Return 
from 
Capital 
Growth 


Return 
from 
Income 
Dividends 


Total  Assets 


6/30/79 
In 

Millions 


%  Change 
1979  vs. 
1978 


Maximum 
Sales 
Charge 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


3.5% 
2.0% 


7.7% 
8.4% 


5.1% 
3.8% 


STOCK  FUNDS  (LOAD) 


D  C  Equity  Growth  Fund  of  America  

A  F  Fairfield  Fund  

•A  »A  Fidelity  Destiny  Fund  (started  7/70)  

A  «F  First  Investors  Discovery  Fd  (started  9/69). 

D  C  First  Investors  Fund  ,  

A  F  First  Investors  Fund  for  Growth  


-0.7% 

-2.2 


2.3 
0.5 


7.5% 

7.7 
16.4 
15.5 

2.9 

5.2 


2.4% 

3.0 

2.1 

1.1 

7.9 

2.5 


;  32.0 
24.2 

121.7 
4.8 
14.9 
58.4 


-7.3 
-11.0 

31.9 
9.1 

-4.5 
-11.3 


8.50% 
8.00 
t 

8.50 
8.50 
8.50 


D  B       First  Investors  Option  Fund' 

Founders  Funds 

D  F  Growth  

D  B  Income  

C  C  Mutual  

B  A  Special  


1.1 

0.7 
4.2 

2.5 


6.8 

14.0 
8.7 
5.7 

15.8 


4.6 

2.9 
5.2 
4.5 
2.7 


7.9 

28.5 
5.5 
132.9 
14.5 


1,480.0 

-4.0 
-1.8 

-3.1 
-3.3 


7.25 

8.50 
8.50 
8.50 
8.50 


Franklin  Custodian  Funds 

A  F  Dynatech  Series  

A  D  Growth  Series  

D  B  Utilities  Series  

D  B       Freedom  Fund  


-2.2 
1.3 
1.0 
3.2 


7.9 
1.6 
-2.3 
8.3 


1.2 
1.3 
7.3 
4.9 


10.1 
9.0 
10.8 
15.4 


-10.6 
-26.8 
-7.7 
-13.5 


7.25 
7.25 
7.25 
8.50 


D  D  Fund  of  America  

A+  »D  Fund  of  the  Southwest  (started  10/69). 

D  D  Fundamental  Investors  

C  F  Fundex  

•C  «F  The  Fundpack  (started  10/70)  


-  1.4 

0.4 
-8.0 


15.0 
7.4 
6.2 
10.9 
^10.0 


4.0 
1.6 
4.0 
none 
41.4 


44.4 
2.1 
413.9 
0.4 
3.4 


1.4 
5.0 
-10.4 
0.0 
6.3 


8.50 
7.50 
8.50 
t 

1.50 


D  B  Growth  Fund  of  America  , 

C  D  Hamilton  Funds  

B  «F  Hamilton  Growth  Fund  (started  12/68)  

C  F  John  Hancock  Growth  Fund  (started  2/69) 

•C  «D  IDS  Growth  Fund  (started  3/72)  


1.5 
0.9 

-2.7 


24.0 
4.7 
4.1 
15.1 
11.9 


0.8 
4.3 
4.0 
1.5 
1.6 


72.2 
303.0 
24.3 
27.0 
85.8 


57.0 
-12.2 
-12.9 
2.3 

13.0 


8.50 
8.50 
8.50 
8.00 
8.00 


A  F  IDS  New  Dimensions  Fund  

A+  »F  IDS  Progressive  Fund  (started  1/69). 

B  D  Independence  Fund  

C  D  Industries  Trend  Fund  

B  C  The  Investment  Co  of  America  

C  C  Investment  Trust  of  Boston  


1.1 

1.9 
0.2 
5.5 
3.0 


11.5 
4.7 

16.6 
2.8 
8.3 
6.0 


2.3 
3.2 
1.8 
3.9 
3.5 
3.9 


164.1 
118.4 
13.1 
47.2 
1,369.9 
50.1 


-12.6 
-16.9 
-2.2 
-13.1 
2.8 
-7.2 


8.00 
8.00 
8.50 
2.50 
8.50 
7.25 


B  B  Investors  Research  Fund  

C  D  Investors  Stock  Fund  

B  F  Investors  Variable  Payment  Fund . 

D  B  ISI  Growth  Fund  

D  A  ISI  Income  Fund  


5.3 
2.1 
■0.3 
1.6 
3.5 


8.2 
8.9 
11.1 
17.6 
10.8 


1.5 
4.6 
3.1 
4.2 
8.0 


10.7 
1,631.5 
425.9 
16.0 
12.1 


-0.9 
-5.8 
-10.8 
-3.0 
-4.0 


8.50 
8.00 
8.00 
8.50 
8.50 


•D  «A  ISI  Trust  Fund  (started  8/70)  

C  C  IstelFund  

•C  »D  IP  Growth  Fund  (started  10/70)  

A  C  Kemper  Growth  Fund  

A+  »C  Kemper  Summit  Fund  (started  2/69) 


4.5 
4.6 


11.5 
24.6 
9.8 
15.3 
16.3 


6.9 
2.8 
3.7 
2.4 
2.1 


138.6 
107.8 

17.0 
114.8 

41.0 


-4.9 
8.0 
11.1 
-2.0 
-4.9 


8.50 
3.00 
8.00 
8.50 
8.50 


Keystone  Custodian  Funds 


c 

F 

K-2  

c 

D 

S-l  

A 

F 

S-3  

A+ 

F 

S-4  

A+ 

•C 

Lexington  Growth  Fund  (started  7/69)  

B 

D 

0.8 
1.8 
2.3 
■  1.7 

2.2 


4.3 
5.8 
10.5 
15.4 
18.9 
8.3 


4.6 
4.3 
3.9 
1.8 
0.4 
3.6 


115.3 
71.2 
94.9 

414.4 
15.6 
80.5 


-12.7 
-15.2 
-2.4 
-3.0 
5.4 
-7.8 


8.50 
8.50 
8.50 
8.50 
8.50 
8.50 


•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  First  Investors  Trend  Fund. 


t  Available  only  through  contractual  plan. 

t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 
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Qantel-3  Giants-0 


We  love  to  compete  with  the  "giants"  of  this  indus- 
try, like  the  IBM's,  the  NCR's,  and  the  Burroughs'. 
Because  regardless  what  features  they  throw  at  us, 
we  can  usually  knock  them  out  of  the  park! 

You  see,  most  manufacturers  boast  similar 
capabilities  to  users  of  business  computers.  Like  En- 
glish programming.  Off-the-shelf  software.  Simplified 
operating  systems.  Etc.  Naturally,  we  offer  them  too. 
But  Qantel  brings  your  company  at  least  three  major 
strengths  that  our  competitors  simply  don't  have. 
Consider  these  offensive  weapons. 
FULLY  AUTOMATED  GAME  PLANS 

First  off  the  bat,  there's  Qicplan,  a  planning 
aid  that  gives  you  projection  through  modeling  to 
answer  the  question  "What  if . . .  ?".  Use  it  for  budget- 
ing. Cash  flow  planning.  New  product  projections. 
Capital  expenditure  timing.  Or  just  about  any 
area  you  want  to  explore.  It's  a  means  by  which 
you  can-  anticipate  tomorrow,  to  make  well-founded 
decisions  today! 


SIMPLIFIED  "SCOUTING"  REPORTS 

Next,  Qantel's  Report  Generator.  A  customer  aid 
that  puts  control  of  your  company  at  your  personal 
fingertips.  Simply  list  the  parameters  of  a  report  you 
need,  and  the  computer  will  take  it  from  there.  It, 
translates  your  requirements  into  an  .application 
program  that  prints  the  desired  report! 
TOTALLY  COMPATIBLE  TEAM 

Qantel  makes  a  broad  family  of  hardware/From  a 
power-packed  superstar  that  supports  up  to 
1,024,000  characters  of  memory,  900,000,000 
characters  of  storage,  and  64  operator  terminals. .  .to 
a  single-user  workhorse  priced  from  $500  a  month. 
And  everything  in  between!  Point  is,  every  character 
of  software  we  build  is  upwardly  compatible  through- 
out the  line.  No  reprog ramming.  No  retraining.  And  no 
loss  of  investment  as  you  grow! 

THE  RECAP 
■  _         Three  runs  on  three  hits  with 

■      no  errors,  and  that's  just  the 
H     opening  game!  To  find  out  more 
1  about  these  hard- 

■  hitting  comput- 

^^^^Jl  ers,  call  or  write 

■fl      Hi  Qantel. 


3525  Breakwater  Ave.,  Box  351 
Hayward,  California  94545 
Toll  Free:  800-227-1894 
TWX  910-383-0249 

(Calif,  call  collect  (415)  783-3410  ext.  370) 


©  1979  Qantel 


I 

I 
I 


O.K.,  Qantel,  show  me  your  stuff.  Send 
me  complete  information. 

Name:   

Company:   

Address:  

City:   

Zip:   


State: 


Phone: 


SEND  TO:  Qantel  Corporation,  P.O. 
Box  3517,  Hayward,  CA  94545 

08/FO/79 


1979  Fund  Ratings 


Performance 
Ratings 


Investment 
Results 


In  In 
UP  DOWN 
Markets  Markets 


Average 
Annual 
Total 
Return 
1968-79 


Latest  12  Months 


Return 
from 
Capital 
Growth 


Return 
from 
Income 
Dividends 


Total  Assets 


6/30/79 
In 

Millions 


%  Change 
1979  vs. 
1978 


Maximum 
Sales 
Charge 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


3.5% 
2.0% 


7.7% 
8.4% 


5.1% 
3.8% 


STOCK  FUNDS  (LOAD) 


B  C  Life  Insurance  Investors  , 

B  «F  MagnaCap  Fund  (started  1/70)  

C  D  Horace  Mann  Fund  

•C  «C  Mass  Capital  Dev  Fund  (started  10/70)  .... 

•C  »D  Mass  Financial  Dev  Fund  (started  10/71) . 


6.2% 
2.7 


28.2% 
10.1 
6.0 
21.1 
12.8 


3.0% 

2.4 

3.7 

2.1 

3.0 


S68.2 
5.6 
63.2 
23.1 
88.1 


14.8 
-8.2 
107.2 
23.5 
-8.3 


8.50% 

7.25 

7.50 

7.25 

7.25 


A  F  Massachusetts  Investors  Growth  Stock  Fund 

C  C  Massachusetts  Investors  Trust  

D  D  Midamerica  Mutual  Fund  

D  C  MIF  Fund  

B  F  MIF  Growth  Fund  


1.1 

2.1 
0.1 
3.4 
0.1 


10.5 
9.9 
8.9 
2.9 
8.2 


2.6 
4.6 
4.8 
5.1 
2.4 


658.9 
1,097.6 

34.8 
235.0 

29.6 


-4.7 
-3.4 

6.8 
-0.3 

1.0 


7.25 
7.25 
8.50 
7.50 
7.50 


•C  «F       The  MONY  Fund  (started  7/70) ... 

D  D       Mutual  of  Omaha  Growth  Fund  . 

A  D       National  Investors  Corp  

National  Securities 

C  F  Growth  Fund  

D  C  Stock  Fund  


■0.7 
3.2 

■2.2 
4.5 


5.8 
2.3 
12.7 

3.6 
10.4 


3.5 
3.7 
2.3 

3.2 
4.6 


11.4 
14.9 
571.6 

101.3 
232.4 


-7.3 
-8.0 

-12.9 
-1.3 


8.50 
8.00 
7.25 

7.25 
7.25 


C  C  NEL  Equity  Fund  (started  12/68)  

A  C  NEL  Growth  Fund  (started  12/68)  

•B  »F  NEL  Retirement  Equity  Fund  (started  6/70). 

B  »C  New  York  Venture  Fund  (started  2/69)  

D  C  Old  Dominion  Investors'  Trust  


6.2 
3.4 


3.5 


9.8 
12.8 

5.9 
15.6 
111 


3.9 
1.8 
2.8 
2.7 
4.8 


8.6 
22.1 
42.2 
40.8 

3.3 


-4.4 
1.8 

-5.0 
4.4 

6.5 


8.00 
8.00 
8.00 
8.50 
0.99 


B  C  Omega  Fund  

B  »D  Oppenheimer  AIM  Fund  (started  12/69) .. 

C  F  Oppenheimer  Fund  

•A  »D  Oppenheimer  Time  Fund  (started  10/71) . 

D  A+  Over-The-Counter  Securities  Fund  


4.4 
0.1 
10.0 


27.0 
22.6 
15.8 
22.6 
27.2 


2.3 
2.5 
2.9 
2.6 
2.2 


27.3 
151.9 
298.4 
68.3 
21.0 


6.6 
2.5 
-5.6 
-5.7 
41.9 


t 

8.50 
8.50 
8.50 
8.00 


A  »C  Pace  Fund  (started  7/69)  

C  B  Paramount  Mutual  Fund  

A+  C  Philadelphia  Fund  

•D  »C  Phoenix  Capital  Fund  (started  2/72) . 

A  C  Pilgrim  Fund  


7.9 
6.7 

3.1 


18.4 
10.9 
13.0 
13.3 
19.2 


none 
4.2 
2.7 
3.4 
2.4 


18.5 
10.0 
92.2 
8.2 
17.2 


0.5 
3.1 
2.8 
7.9 
26.5 


8.50 
8.50 
8.50 
8.50 
7.25 


C  B  Pioneer  Fund  

A  «A  Pioneer  H  (started  9/69)  

C  D  Pligrowth  Fund  

B  B  PlitrendFund  

B  F  Polaris  Fund  

A  *F  Progress  Fund  (started  8/69) . 


7.7 

1.7 

6.9 
-4.0 


16.7 
13.2 
8.4 
35.2 
5.0 
7.7 


3.5 
3.5 
3.1 
2.1 
3.9 
1.6 


627.0 
166.0 
17.8 
15.7 
37.6 
43 


31.6 
56.5 
-1.7 
27.6 
-11.5 
-14.0 


8.50 
8.50 
8.50 
8.50 
8.50 
8.50 


Putnam  Funds 


c 

C 

A 

F 

A 

D 

A 

F 

A 

•C 

D 

•A 

C 

F 

SAFECO  Funds 

B 

C 

A 

D 

D 

•B 

C 

D 

St  Paul  Capital  Fund  

3.9 
-0.5 
5.5 
0.7 


11.8 
11.5 
11.0 
15.9 
15.7 


4.8 
2.5 
3.6 
2.9 
2.5 


577.6 
37.8 

417.0 
56.0 
52.0 


1.8 
-5.0 

5.5 
-23 

6.6 


8.50 
8.50 
8.50 
8.50 
8.50 


-3.9 

5.8 
23 

2.8 


45.1 
8.8 

11.1 
8.1 
6.2 

113 


5.2 
2.4 

4.2 
3.4 

6.7 
2.6 


29.1 
58:2 

31.3 
30.0 
5.4 
37.9 


27.1 
-73 

2.0 
3.1 
3.9 
-13 


7.25 
7.25 

8.50 
8.50 
8.50 
6.00 


•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A.  t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 

*  Formerly  Putnam  Equities  Fund. 


76 


FORBES,  AUGUST  20,  1979 


Wolf schmidt  Vodka. 
The  spirit  of  the  Czar  lives  on. 


It  was  the  time  of  "War  and 
Peace.''  "The  Nutcracker 
Suite."  Of  Tolstoy  and 
Dostoevsky. 

Yet  in  this  age  when 
legends  lived,  the  Czar  stood 
like  a  giant  among  men. 

He  could  bend  an  iron  bar 
on  his  bare  knee.  Crush  a 
silver  ruble  with  his  fist.  He 
had  a  thirst  for  life  like  no 
other  man  alive. 

And  his  drink  was  the  toast 
of  St.  Petersburg.  Genuine 
Vodka. 

Life  has  changed  since 
the  days  of  the  Czar.  Yet 
Wolfschmidt  Genuine  Vodka 
is  still  made  here  to  the 
same  supreme  standards 
which  elevated  it  to  special 
appointment  to  his  Majesty 
the  Czar  and  the  Imperial 
Romanov  Court. 

Wolfschmidt  Genuine 
Vodka.  The  spirit  of  the 
Czar  lives  on. 


schmidt  Genuine  Vodka 


Now  General  Electric 
is  growing  energy 
underwater 


A 

PROGRESS 
REPORT 
FROM 
GENERAL 
ELECTRIC 


That's  not  an  oil  rig  or 
a  sunken  ship  you're 
looking  at. 

It's  a  man-made 
underwater  farm  off 
the  coast  of  Califor- 
nia. Here  General  Electric  is  work- 
ing with  the  Department  of  Energy 
and  the  Gas  Research  Institute  to 
grow  energy. 

The  actual  crop  is  the  giant 
kelp,  a  kind  of  seaweed.  Kelp, 
believe  it  or  not,  can  be  processed 
into  a  gas  like  natural  gas. 

Kelp  grows  naturally  at  a  fan- 
tastic rate,  as  much  as  two  feet 
some  days.  On  this  experimental 
farm,  GE  is  trying  to  make  it  grow 


that  much  every  day.  If  that  can  be 
done  successfully,  ten  acres  of  kelp 
could  be  harvested  and  turned  into 
as  much  as  six  million  cubic  feet  of 
gas  a  year. 

And  someday,  with  more  and 
bigger  farms,  kelp  might  make  a 
dent  in  America's  energy  problems. 

This  energy  farm  is  one  exam- 
ple of  how  General  Electric  is  apply- 
ing many  different  technologies  to 
help  solve  problems  that  face  us  all: 
in  medicine,  transportation,  pollu- 
tion control,  as  well  as  in  energy. 
Because  that's  how  progress  for 
people  happens. 

Progress  for  People 
GENERAL  i§  ELECTRIC 


1979  Fund  Ratings 


Performance 
Ratings 


Investment 
Results 


In  In 

UP  DOWN 
Markets  Markets 


Average 
Annual 
Total 
Return 

1968-79 


Latest  12  Months 


Return 
from 
Capital 
Growth 


Return 
from 
Income 
Dividends 


Total  Assets 


6/30/79 
In 

Millions 


%  Change 
1979  vs. 
1978 


Maximum 
Sales 
Charge 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 

"STOCK  FUNDS  (LOAD) 

St  Paul  Growth  Fund  

Security  Funds 

Equity  

Investment  

Ultra  (started  9/69)  

Sentinel  Apex  Fund  

Sentinel  Common  Stock  Fund  

Sentinel  Growth  Fund  (started  9/69)  

Sentry  Fund  (started  5/70)  

Shareholders'  Trust  of  Boston  

The  Shearson  Appreciation  Fd  (started  3/70) . 

Shearson  Investors  Fund  (started  3/71)  

Sigma  Capital  Shares  

Sigma  Investment  Shares  

Sigma  Venture  Shares  (started  1/70)  

Smith,  Barney  Equity  Fund   

Smith,  Barney  Income  &  Growth  Fund   

Southwestern  Investors  

Southwestern  Investors  Growth  Fund  

Sovereign  Investors  

State  Street  Investment  Corp  

Surveyor  Fund  

Technology  Fund  

Transamerica  Capital  Fund  

Travelers  Equities  Fund   

Union  Capital  Fund  (started  12/69)  

United  Accumulative  Fund  

United  Contl  Growth  Fund  (started  6/70)  

United  Income  Fund  

United  Science  and  Energy  Fund*   

United  Vanguard  Fund  (started  10/69)  

The  Value  Line  Fund  

The  Value  Line  Income  Fund  

Value  Line  Leveraged  Grth  Inv  (started  2/72) 
The  Value  Line  Special  Situations  Fund  

Vance,  Sanders  Common  Stock  Fund  

Vance,  Sanders  Special  Fund   

Varied  Industry  Plan  

Wall  Street  Fund  

Washington  Mutual  Investors  Fund  

STOCK  FUNDS  (NO  LOAD) 

Able  Associates  Fund  (started  11/71)  

Acorn  Fund  (started  6/70)  

Afuture  Fund  

Alpha  Fund   

American  Investors  Fund  

Armstrong  Associates   

David  L  Babson  Investment  Fund  

Beacon  Hill  Mutual  Fund  

Capamerica  Fund  

Capital  Shares  


3.5% 
2.0% 


7.7% 
8.4% 


5.1% 
3.8% 


B 

A 
D 

A  + 


F 
A 
•D 


3.7% 


1.7 
7.1 


25.7°/ 

11.3 

6.6 
29.0 


.4% 


1.6 

6.5 
0.8 


18.8 

102.0 
76.6 
19.0 


16.8 

-1.3 
18.9 
12.4 


6.00% 

8.50 
8.50 
8.50 


F 
B 
•C 
•D 

D 


■  7.1 

5.2 


1.1 


3.4 
5.3 
9.7 
10.1 
2.8 


3.0 
5.8 
2.2 
2.7 
5.5 


6.8 
263.0 
13.6 
14.7 
40.6 


-12.8 
-2.7 
1.5 
11.4 

-13.8 


8.50 
8.50 
8.50 
8.00 
8.50 


D 
•C 

A 

C 
A+ 


•F 
•D 

F 
D 
•C 


0.5 
3.8 


27.1 
13.2 
9.4 
6.6 
10.1 


1.3 
2.9 
2.3 
4.7 
0.6 


9.9 
5.4 
19.7 
46.0 
7.6 


1.0 
-8.5 
-10.9 
-3.6 
-1.3 


8.50 
8.50 
8.50 
8.50 
8.50 


3.1 
3.6 
3.1 
■4.1 
3.8 


11.2 
6.4 
5.4 

-1.6 
6.7 


3.3 
4.9 
4.5 
2.7 
4.7 


41.7 

3.1 
17.4 
1.4 
7.1 


-2.6 
-6.1 
-6.0 
-17.7 


5.00 
5.00 
7.50 
7.50 
8.50 


4.6 
0.2 
4.5 
-0.4 
3.7 


21.4 
14.0 
12.6 
3.9 
15.4 


3.3 
1.9 
2.9 
4.2 
3.0 


365.6 
76.3 

378.3 
39.2 
26.6 


19.6 
-0.8 
-0.4 
-6.9 
7.3 


.  t 
8.50 
8.50 
8.00 
8.50 


Ah 
B 
•D 

C 
B 


•F 

F 
•F 

D 
F 


1.1 

2.2 
0.8 


10.9 
6.9 
7.8 
2.2 
9.0 


0.8 
4.2 
3.8 
5.5 
2.5 


28.7 
396.3 

48.9 
585.9 
156.8 


-17.3 
-10.3 
-5.2 
-4.9 
-9.2 


7.25 
8.50 
8.50 
8.50 
8.50 


B 
B 
D 
•A 

B 


•F 

C 
B 
•C 

D 


1.6 
5.6 


4.1 


10.9 
11.8 
13.0 
12.5 
19.5 


3.6 
1.7 
5.3 
0.2 
0.5 


27.8 
43.4 
61.9 
15.2 
111.8 


-5.1 
3.1 
0.0 
2.7 

18.1 


8.50 
2.50 
2.50. 
2.50 
2.50 


B 

A+ 
D 
D 
C 


6.7 
6.3 
0.6 
1.4 
5.9 


17.6 
13.6 
7.1 
12.0 

8.3 


2.1 
3.0 
2.7 
3.2 
5.2 


464 
54.5 
14.1 
7.6 
324.2 


7.4 
1.1 
1.4 
-2.6 
2.1 


8.50 
8.50 
8.00 
8.50 
8.50 


•A 

•A 

A 
B 

C 


•D 
•B 

F 
F 

F 


2.2% 
1.3 
■2.5 


27.6% 

30.5 

24.5 

14.5 

19.8 


none 
1.9% 
1.1 
2.8 
1.4 


i  1.5 

53.6 

22:6 

13.7 
132.6 


7.1 
23.5 
^.8 
-10.5 
2.1 


none 
none 
none 
none 
none 


4.9 
3.2 
0.9 
5.9 
0.5 


13.8 
8.5 
3.1 
4.4 

13.0 


1.5 
3.1 
1.2 
4.5 
1.5 


4.5 
218.7 
2.1 
2.9 
29.2 


15.4 
0.5 

-12.5 
0.0 

-1.0 


none 
none 
none 
none 
none 


•  Fund  rated  for  two  periods  only,-  maximum  allowable  rating  A. 

*  Formerly  United  Science  Fund. 


t  Fund  not  currently  selling  new  shares;  existing  shares  sold  over-the-counter. 
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^  1|  ,|  H  |  

The  Vantage  Point 

Where  great  taste  and 
Ii  low  tar  meet. 


Great  taste  once  belonged 
only  to  high  tar  cigarettes.  Not 
any  more.  The  secret?  The 
specially  designed  Vantage  filter 
works  together  with  our  rich 
'Flavor  Impact""  tobacco  blend 
to  deliver  satisfying  flavor  in 
every  puff.  That's  Vantage.  Low 
tar  with  a  uniquely  satisfying 
taste.  And  that's  the  point. 


ar,  Menthol  and  Vantage  100's 


HE  NEW  CELICA  SUPRA 


The  New  Toyota  Celica  Supra.  More  power, 
more  pleasure  and  the  most  remarkable 
standard  features  included  in  the  price: 

There's  Supra's  2.6  liter  6  cylinder,  overhead 
cam,  electronic,  fuel-injected  engine 

•  Computer-tuned  suspension  system  •  Mac- 
Pherson  struts  and  stabilizer  bar  up  front  with 
coil  springs  •  Track  rod  and  stabilizer  bar  at 
rear  •  Road-gripping  steel  belted  radial  tires* 
Power  assisted  disc  brakes  on  all  four  wheels 

•  Five-speed  overdrive  transmission  with 
optional  cruise  control  •  Or  Supra's  incredible 
option:  the  world's  only  four-speed  automatic 
overdrive  transmission  including  cruise  control. 

And  inside  there's  a  lot  of  luxuries,  again, 
standard:  Power  windows  •  Power  steering  • 
Tilting  padded  steering  wheel  •  A  6  way  adjust- 


V^v/- J.-?6— - gbie  driver's  seat 
with  lumbar  support  •  Air-conditioning  • 
AM/FM  MPX  four  speaker  stereo  sound  system 
•  Padded  dash  with  full  instrumentation  • 
Rallye-accurate  quartz  analog  clock  •  Thick 
cut  pile  carpeting  •  Plush  upholstery  •Time 
delay  illuminated  entry  system  •  Even 
a  lighted  visor  vanity  mirror  and 
a  movable  map  light  which 
can  be  extended  from  the 
soft,  padded  console. 

Lavish  and  lush  with  6 
cylinders  of  fuel  inject- 
ed fire — the  New 
Toyota  Celica  Supra. 
Truly,  a  powerful 
pleasure.  Made  more 
so  by  the  Toyota  price. 
When  you  got  it,  you  got  its 


WHEN  YOU  GOT  IX  YOU  GOT  IT. 

TOYOTA 


©1979  Toyota  Motor  Sales.  USA.  Inc 


RE4UTY. 

In  the  Asia/Pacific  region, 
Continental  Bank  has  a  network 
of  11  offices  in  10  countries,  link- 
ed to  major  money  markets 
around  the  world. 

For  years,  our  Asia/Pacific  network  has 
provided  the  Continental  banker  with  the 
flexibility  to  meet  specific  needs  from 
country  to  country.  This  link  in  our  worldwide 
network  ensures  comprehensive  interna- 
tional capabilities.  It's  what  you  expect  from 
a  top  international  bank.  At  Continental 
Bank,  it's  reality. 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and 
Trust  Company  of  Chicago 

Argentina  •  Australia     Austria  -  Bahamas  -  Bahrain  •  Belgium  •  Brazil  ■  Canada  •  Colombia  •  France  •  Greece  ■  Hong  Kong 
Indonesia    Italy    Japan  ■  Kenya  •  Korea  ■  Lebanon  ■  Malaysia  ■  Mexico  •  The  Netherlands  •  The  Philippines  •  Singapore  ■  Spain 
Switzerland  •  Taiwan  •  Thailand  •  United  Kingdom    United  States  •  Venezuela^  -  West  Germany 


1979  Fund  Ratings 


Performance 
Ratings 


Investment 
Results 


In  In 
UP  DOWN 
Markets  Markets 


Average 
Annual 
Total 
Return 

1968-79 


Latest  12  Months 


Return 
from 
Capital 
Growth 


Return 
from 
Income 
Dividends 


Total  Assets 


6/30/79 
In 

Millions 


%  Change 
1979  vs. 
1978 


Maximum 
Sales 
Charge 


Annual 
Expenses 
Per  $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 

STOCK  FUNDS  (NO  LOAD) 

Centennial  Capital  Spec  Fund  (started  1/70).. 

Columbia  Growth  Fund  

Concord  Fund  

The  Constellation  Growth  Fund  

Constitution  Fund  

Contrafund  

de  Vegh  Mutual  Fund  

Dodge  &  Cox  Stock  Fund  

The  Drexel  Burnham  Fund  

The  Dreyfus  Third  Century  Fd  Istarted  3/72) 

Energy  Fund  

The  Evergreen  Fund  (started  10/71)  

Explorer  Fund  

Fidelity  Capital  Fund  

Fidelity  Equity-Income  Fund  

Fidelity  Fund  

Fidelity  Trend  Fund  

Financial  Dynamics  Fund  

Financial  Industrial  Fund  

Financial  Industrial  Income  Fund  

First  Multifund  of  America   

The  44  Wall  Street  Fund  (started  7/69)  

Foursquare  Fund  

General  Securities  

Growth  Industry  Shares  

Guardian  Mutual  Fund  

Hamilton  Income  Fund  (started  12/70)  

Hartwell  Growth  Fund  

Hart  well  Leverage  Fund  

Herold  Fund  

Investment  Guidance  Fund  

Ivest  Fund  

Ivy  Fund  

Janus  Fund  (started  2/70)  

The  lohnston  Mutual  Fund  

Liberty  Fund  

Loomis-Sayles  Capital  Development  Fund  ... 

Magellan  Fund  

Mairs  &  Power  Growth  Fund  

Manhattan  Fund  

Mathers  Fund  

W  L  Morgan  Growth  Fund  (started  12/68)  

Mutual  Shares  

Naess  &  Thomas  Special  Fund  

National  Aviation  &  Technology  

National  Industries  Fund  

Neuwirth  Fund  

New  World  Fund  

Newton  Growth  Fund  

Nicholas  Fund  (started  7/69)  


3.5% 
2.0% 


7.7% 
8.4% 


5.1% 
3.8% 


A+ 
A 
C 
B 

C 


•F 

C 
D 
F 
F 


4.8% 
0.8 
■2.6 
0.4 


16.2% 
10.7 
16.5 
21.8 
4.2 


1.3% 
1.8 
3.0 
none 

2.5 


5.2 
20.2 
1.6 
4.0 
14.7 


6.1 
-14.0 
6.7 
0.0 
-11.5 


none 
none 

t 

none 
none 


51.50 
1.20 
1.73 
2.00 
0.74 


A 
D 
C 
D 
•B 


B 
D 
D 
F 
•B 


6.1 
1.9 

2.9 
■2.8 


8.6 
13.5 
10.7 
10.8 
21.4 


3.8 
3.4 
3.9 
5.2 
1.8 


43.8 
54.7 
14.8 
36.2 
31.6 


-5.6 
-10.6 
5.0 
-0.6 
22.5 


none 
none 
none 
none 
none 


1.10 
0.84 
0.74 
1.10 
1.30 


C 
•A 

C 
C 
C 


C 
•B 

B 
F 
B 


5.1 

2.0 
2.5 
5.4 


18.8 
30.1 
17.4 
0.6 
14.0 


3.5 
0.2 
1.3 
2.6 
5.4 


218.2 
19.2 
10.9 

184.1 
77.9 


16.6 
102.1 

-5.2 
-16.2 

14.9 


none 
none 
none 
none 
none 


0.75 
1.62 
1.13 
0.81 
1.00 


4.1 

0.5 
0.9 
4.6 
6.6 


7.7 
11.5 
11.2 
16.2 

2.3 


4.6 
2.0 
5.2 
4.8 
6.9 


483.2 
426.0 
47.0 
272.6 
171.4 


-4.2 
-8.8 

3.3 
10.6 

3.0 


none 
none 
none 
none 
none 


0.60 
0.74 
0.78 
0.69 
0.70 


D 

A+ 
C 
B 
A 


C 
•C 

D 
C 
D 


■0.6 

0.2 
2.1 
3.3 


35.9 
4.6 
12.6 
18.5 


none 
none 
1.3 
2.6 
1.6 


8.7 
54.5 
6.5 
9.6 
28.8 


-17.1 
94.6 
-9.7 
5.5 
2.5 


none 
none 
none 
none 
none 


2.69 
1.55 
2.50 
1.50 
0.92 


B 
•B 

A+ 
B 

C 


B 
•B 

F 
C 
D 


7.3 

1.3 
1.3 
1.2 


14.0 
6.5 
15.2 
12.4 
9.7 


3.7 
5.6 
none 
none 
none 


107.6 
50.3 
4.5 
5.1 
1.9 


19.6 
0.8 
-8.2 
-15.0 
-13.6 


none 
none 
none 
none 
none 


0.99 
0.80 
2.90 
2.50 
2.31 


1.8 

-0.2 
-2.6 

3.1 


6.2 
13.4 
14.9 
9.0 
9.5 


2.7 
2.4 
3.2 
2.8 
3.8 


2.6 
148.1 
31.0 
18.2 
210.7 


-3.7 
-4.8 
-1.3 
-12.1 
-8.1 


none 
none 
none 
none 
none 


1.58 
0.94 
1.43 
1.50 
0.69 


-0.9 
2.1 
6.3 
3.6 

-9.5 


7.0 
9.1 
33.2 
11.3 


4.7 
2.6 
1.2 
2.5 
1.8 


11.2 
45.6 
31.2 
14.0 
45.3 


-7.4 
-5.0 
19.1 
6.1 
^3.0 


none 
none 
t 

none 
none 


1.51 
0.76 
1.52 
0.89 
1.90 


C 
•D 

A 
A 
B 


7.4 

11.4 
4.6 
5.4 


18.3 
8.9 

22.0 
6.3 
6.4 


4.6 
3.4 
2.5 
5.8 
3.4 


107.5 
204.2 
68.8 
11.1 
96.1 


3.9 
147.8 
52.9 
-2.6 
-27.5 


none 
none 
none 
none 
none 


0.73 
0.85 
1.00 
1.29 
f.13 


B 

C 
D 
C 

A+ 


F 
F 
D 
D 
•C 


1.3 
■2.4 
1.0 
0.0 


13.1 
10.7 
7.3 
6.9 
17.8 


2.4 

3.3 
3.9 
2.9 
2.6 


24.4 
13.5 
9.0 
12.8 
42.2 


9.9 
-10.0 
2.3 
-7.3 
-6.0 


none 
none 
none 
none 
none 


1.52 
1.43 
1.02 
1.26 
1.04 


1  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 


t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 
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1979  Fund  Ratings 


Performance 
Ratings 

Investment 
Results 

In  In 
UP  DOWN 
Markets  Markets 

Average 
Annual 
Total 
Return 
1968-79 

Latest  12  Months 

Total  Assets 

Maximum 
Sales 
Charge 

Annual 
Expenses 
Per  $100 

Return 
from 
Capital 
Growth 

Return 
from 
Income 
Dividends 

6/30/79 
In 

Millions 

%  Change 
1979  vs. 
1978 

Standard  &  Poor's  500  Stock  Average 
C          D        FORBES  Stock  Fund  Average 

3.5% 
2.0% 

7.7% 
8.4% 

5.1% 
3.8% 

STOCK  FUNDS  (NO  LOAD) 

•D         »D       North  Star  Stock  Fund  (started  8/7 1)  

D          D       The  One  Hundred  Fund  

D           B       The  One  Hundred  &  One  Fund  

B          D       The  One  William  Street  Fund  

-  4.6% 
2.8 
3.9 
4.8 

7.7% 
3.0 
0.9 
17.9 
6.8 

4.3% 

1.8 

4.5 

3.0 

4.9 

$  7.3 
10.6 
1.3 
266.8 
149.5 

35.2 
-13.8 
-18.8 
-7.6 
-0.6 

none 
none 
none 
none 
none 

$0.90 
1.78 
2.00 
0.60 

.0.64 

B          C       Pilot  Fund  

D          C       Pine  Street  Fund  

C         »C       Rowe  Price  New  Era  Fund  (started  5/69)  

-5.8 
1.7 
5.4 
1.6 

12.6 
8.9 
9.0 
4.7 

30.9 

1.2 
2.2 
5.5 
2.9 
3.0 

43.0 
18.5 
40.7 
947.5 
238.3 

-0.7 
-4.6 
2.8 
-4.9 
27.6 

none 
none 
none 
none 
none 

1.57 
1.37 
0.91 
0.52 
0.73 

C          D       PRO  Fund   

D           B       Puritan  Fund  

2.3 
-0.8 

5.9 
-7.3 
-0.9 

9.5 
7.2 
4.6 
16.5 
9.0 

1.5 
4.5 
6.3 
1.7 
2.8 

491.5 
39.7 

702.9 
4.6 
44.6 

13.1 
6.4 

-1.8 
0.0 

-9.2 

none 
none 
none 
none 
none 

0.59 
1.38 
0.51 
3.30 
1.08 

B          D       Schuster  Fund  

•A         »C       Scudder  Development  Fund  (started  2/71)  

B          D       Scudder  Special  Fund  

0.7 
1.8 

0.2 
0.1 

16.1 
6.6 
11.2 
11.4 

3.2 

2.0 
3.5 
0.6 
1.5 
6.2 

12.6 
128.5 
34.1 
91.3 
93.8 

-9.4 
-8.2 
1.2 
-4.5 
-8.2 

none 
none 
none 
none 
none 

1.48 
0.77 
1.40 
0.84 
0.86 

•B         »A       Sequoia  Fund  (started  7/70)  

D           F       Steadman  American  Industry  Fund  Trust  

-  1.0 

1.2 
-8.1 
-0.8 

7.9 
9.2 
6.0 
9.1 
0.3 

3.3 
1.6 
none 
0.2 
1.5 

36.3 
73.5 
4.0 
14.8 
17.2 

-13.0 
63.7 

-11.1 
-5.7 

-13.1 

none 
none 
none 
none 
none 

1.00 
1.20 
1.50 
3.48 
1.67 

D          C       Steadman  OceanogTaphic  Tech  &  Grth  Fd*  * ... 
A          D       Stein  Roe  &  Farnham  Cap  Opportunities  Fund 

B           F       Stein  Roe  &  Farnham  Stock  Fund  

C         «C       Tudor  Hedge  Fund  (started  6/69)  

-  1.8 
4.7 
1.5 

7.7 

18.1 
30.8 
11.9 
12.0 

1.6 
2.0 
3.0 
none 
none 

8.5 
31.8 
138.4 
10.8 

JJ.l 

6.3 
65.6 
-5.8 
S.5 

7 

none 
none 
none 
none 
none 

3.58 
0.75 
0.64 
1.80 
1.73 

B          A       Twentieth  Century  Select  Investors  t  

C           F       Unified  Mutual  Shares  

•B         »D       Willow  Fund  (started  10/70)  

B           B       Windsor  Fund  

8.6 
1.7 
3.0 

5.5 

7.5 

14.7 
10.0 
8.6 
17.6 
21.9 
ll.U 

1.2 
4.9 
3.1 
1.0 
2.4 

A  Q 
4.0 

4.5 
8.0 
4.8 
15.1 
7.1 

fUl .  i 

60.7 
^3.6 
4.4 
7.9 
-1.4 
zz.u 

none 
none 
none 
none 
none 
none 

1.73 
1.32 
1.22 
1.30 
1.32 
0.66 

STOCK  FUNDS  (CLOSED  END) 

Where 
Traded 

D          A+     ASA  Limited  

•D         »B       Baker,  Fentress  &  Co  

6.6% 
15.0 

5.1 
0.4 

10.2% 
44.6 
-0.4 
18.0 
9.5 
15.2 

4.6% 

4.0 

0.3 

2.8 

4.3 

3.4 

$231.7 
286.3 
6.1 
193.7 
19.7 
50.3 

8.6 
44.7 

0.0 
15.0 

7.7 

7.9 

NYSE 
NYSE 
O-T-C 
O-T-C 
NYSE 
ASE 

$0.71 
0.49 
3.14 
0.60 
1.14 
1.05 

•D         »C       Drexel  Utility  Shares  (started  4/72)  

•D         »C       Highland  Capital  Corp  (started  9/69)  

-  1.0 
1.9 

6.1 

19.4 

29.6 
6.7 
-5.8 
25.5 
16.5 
-7.0 

2.0 
4.5 
7.9 
1.9 
none 
1.5 

18.9 
42.7 
11.5 

132.9 
11.7 

177.8 

29.5 
-5.1 
-5.7 
18.1 
15.8 
-11.4 

ASE 
O-T-C 

ASE 
NYSE 

ASE 
NYSE 

1.60 
0.36 
1.29 
1.23 
2.17 
0.70 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A.  *  Formerly  Scudder,  Stevens  &  Clark  Common  Stock  Fund. 

**  Formerly  Oceanographic  and  Growth  Fund.  t  Formerly  Twentieth  Century  Income  Investors. 
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Kay  Hartlieb,  vice  president,  tells  how  A&A  works  from  a  client's  point  of  view: 

'The  loss  control  techniques  we've  pioneered 
can  help  enhance  your  bottom  line" 


"Insurance  premium  rates  are 
based  on  losses,  and  both  affect 
a  client's  bottom  line.  That's  why 
loss  control  is  so  vital  —  and  why 
it  should  be  a  key  service  offered 
by  your  broker.  We've  been  innova- 
tors in  loss  control.  We  know  how 
to  identify  analyze  and  reduce  a 
client's  exposure  to  loss.  Whether 
it's  marine,  aviation,  manufactur- 
ing, the  hospital  industry  in 
which  I  specialize  —  or  any  other 
business  for  that  matter  — our  ex- 
perts have  the  technical  back- 
ground to  do  the  entire  job.  And  we 
have  the  tools  to  do  the  job,  from 
sophisticated,  computerized  risk 


data  management  techniques  to 
innovative  machinery  safety  recom- 
mendations and  operator  training 
sessions.  Our  clients  view  us  as 
bottom  line  consultants.  We  look 
at  them  as  our  employers.  We  work 
together  to  help  control  losses  and 
protect  their  people,  property 
and  profits." 

Working  from  a  client's  point  of 
view  is  our  way.  In  Chicago,  where 
Kay  Hartlieb  is  based.  And  in  over 
120  cities,  here  and  overseas.  That 
means  working  as  allies,  solving 
business  problems  together.  Be- 
cause loss  control  is  an  integral  part 
of  risk  management,  we  developed 


expert  staff  early  on  to  specialize  in 
its  every  aspect,  from  inspections, 
evaluation  reports  and  compliance 
procedures  to  seminars  and  audio/ 
visual  aids. 

We  think  our  dedication  to 
acting  as  an  ally  of  the  clients  we 
represent  is  a  big  reason  why  A&A 
has  become  a  worldwide  leader  in 
the  insurance  brokerage  and  finan- 
cial services  business  .  We  have  the 
facilities,  expertise  and  strength  to 
act  as  effective  allies.  We  work  from 
the  client's  point  of  view,  whether 
the  corpora  A|exander 

gAjexander 

The  Allies 


tion  is  large 
or  small 
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1979  Fund  Ratings 


Performance 
Ratings 


Investment 
Results 


In  In 

UP  DOWN 
Markets  Markets 


Average 
Annual 
Total 
Return 

1968-79 


Latest  12  Months 


Return 
from 
Capital 
Growth 


Return 
from 
Income 
Dividends 


Total  Assets 


6/30/79 
In 

Millions 


%  Change 
1979  vs. 
1978 


Where 
Traded 


-  Standard  &  Poor's  500  Stock  Average 

C  D  t-ORBES  Stock  Fund  Average 

A  D  FORBES  Balanced  Fund  Average 

STOCK  FUNDS  (CLOSED  END) 

A  D  The  Lehman  Corp  

C  B  Madison  Fund  

B  C  Niagara  Share  Corp  

C  F  OTF  Equities   

C  B  Petroleum  &  Resources  Corp  

D  A  Source  Capital   

A  «F  Spectra  Fund  (started  7/69)  

B  D  Tri  Continental  Corp  

B  C  U  S  &  Foreign  Securities  

D  C  The  Value  Line  Development  Capital  Corp  . 


3.5% 
2.0% 
3.5% 


7.7% 
8.4% 
4.8% 


5.1% 
3.8% 
5.7% 


5.2% 
6.8 
5.8 
-7.1 
10.1 


20.0% 
9.6 
25.7 
-8.2 
37.2 


2.7% 
4.2 
1.6 
none 
3.0 


$493.3 
460.2 
115.4 
1.0 
170.5 


11.3 
8.8 
19.6 
-9.1 
28.8 


NYSE 
NYSE 
NYSE 
O-T-C 
NYSE 


4.9 
4.5 
9.9 


19.8 
20.9 
10.8 
16.7 
3.0 


3.6 
none 
4.3 
2.9 
1.5 


186.9 
1.9 
637.5 
126.5 
10.3 


7.7 
-9.5 

8.2 
13.2 

3.0 


O-T-C 
O-T-C 
NYSE 
NYSE 
ASE 


FUNDS  FOR 
INVESTING  ABROAD 

Canadian  Fund  

International  Investors  

Scudder  International  Fund  

lempleton  Growth  Fund  

Transatlantic  Fund  

BALANCED  FUNDS  (LOAD) 

American  Balanced  Fund  

American  General  Income  Fund  

Axe-Houghton  Fund  B  

Boston  Foundation  Fund  

CG  Income  Fund  

The  Colonial  Fund  

Composite  Bond  &  Stock  Fund  

Eaton  &  Howard  Balanced  Fund  

Eaton  &  Howard  Income  Fund  

Franklin  Custodian  Fds-Income  Scries  Shs  .. 

John  Hancock  Balanced  Fund  (started  2/69) .. 

Harbor  Fund  

Income  Fund  of  America  (started  2/71)  

Investors  Mutual  

Kemper  Total  Return  Fund  

Keystone  Custodian  Funds-K-1  

Lord  Abbett  Income  Fund  

Magna  Income  Trust  

Massachusetts  Fund  

Mass  Income  Dev  Fund  (started  10/70)  

Mutual  of  Omaha  Income  Fund  

Nation- Wide  Securities  

National  Securities 

Balanced  Fund  

Dividend  Fund  

Income  Fund  

Oppenheimer  Inc  Fd  of  Boston  (started  5/72) 

Phoenix  Fund  (started  9/70)  

Provident  Fund  for  Income  

Putnam  Convertible  Fund  (started  6/72)  

The  George  Putnam  Fund  of  Boston  

Putnam  Income  Fund  

Sentinel  Balanced  Fund  

Shearson  Income  Fund  (started  9/71)  

Sigma  Trust  Shares  


Maximum 
Sales 
Charge 


D 
D 
D 
A 
D 


C 

A+ 
B 

A+ 
A 


5.9% 
13.5 

5.1 
18.9 

7.8 


28.0% 
50.9 
11.9 
17.8 
1.6 


2.9% 

3.8 

1.8 

1.3 

2.0 


22.7 
122.9 

21.5 
265.2 

16.5 


16.4 
48.6 
30.3 
55.5 
9.3 


8.50% 
8.50 
none 
8.50 
t 


3.9% 

3.3 

3.5 

2.7 

3.5 


5.3% 
0.3 
5.2 
5.2 
-2.1 


5.2% 

6.4 

5.3 

6.2 

8.9 


$107.7 
93.5 

185.2 
27.7 

201.4 


-5.7 
-14.8 
-7.2 
-4.8 
22.9 


8.50% 

8.50 

8.00 

8.50 

7.50 


1.8 
4.7 
2.9 
5.0 
6.2 


6.5 
7.1 
2.5 
^3.4 
11.2 


5.4 
6.2 
6.2 
8.8 
7.7 


75.0 
17.2 
81.6 
27.7 
31.4 


-9.3 
3.6 
-8.5 
-9.8 
16.3 


8.50 
7.00 
7.25 
7.25 
7.25 


B 
C 
•B 

C 

A+ 


•F 

C 
•C 

D 

C 


4.4 

3.4 
7.7 


0.9 
8.1 
3.2 
3.1 
8.0 


6.4 
6.2 
7.6 
6.2 
5.4 


12.0 
106.0 
269.5 
1,661.1 
42.3 


0.0 
-8.9 
64.6 
-9.5 

0.5 


8.00 
8.50 
8.50 
8.00 
8.50 


C 
B 
A 
F 
•D 


4.2 
5.5 
5.1 
4.0 


-0.1 
-2.2 
-1.5 
6.2 
2.5 


7.9 
7.8 
9.7 
5.4 
7.3 


63.0 
37.4 
6.8 
199.1 
212.4 


-8.3 
37.0 
6.3 
-3.8 
-6.8 


8.50 
7.25 
7.25 
8.50 
7.25 


4.6 
5.3 

2.6 
5.0 


1.0 
5.4 

4.0 
6.1 


7.4 

5.5 

5.8 
6.5 


24.6 
45.4 

2.2 
86.8 


-0.4 


-12.0 
-3.5 


8.00 
8.50 

7.25 
7.25 


C 
•C 
•D 

C 
•A 


B 
•C 
•C 

D 
•D 


6.1 


3.6 


3.8 
2.1 
4.7 
0.5 
4.9 


6.8 
7.9 
6.4 
7.4 
5.6 


59.7 
49.5 
16.6 
127.3 
16.0 


-5.7 
-4.4 
13.7 
-4.3 
-7.5 


7.25 
8.50 
8.50 
7.25 
8.50 


Ah 
D 
D 
•D 

C 


F 
B 
B 
•A 

C 


4.4 
4.3 

5.2 

4.4 


5.4 
-3.6 
0.1 
1.9 
3.1 


5.2 
8.9 
6.7 
7.0 
6.4 


262.6 
174.0 

13.9 
6.8 

23.2 


-5.5 
-7.7 
-8.0 
-8.1 
11.0 


8.50 
8.50 
8.50 
8.50 
8.50 


•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 


t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 


88 


FORBES,  AUGUST  20,  1979 


Nobody  can  shrink  your  catalog 
mailing  costs  the  way  3M  can. 


Right  now,  you'd  spend  $2.18  What's  more,  microprinting 

on  postage  to  mail  a  typical  and  duplicating  is  far  less 

100-page  catalog,  price  list,     jSSf^i^  expensive  than 

update  sheet,  or  technical  paper  printing  and 

manual  You  can  mail  a     Jfr*£* production  N  oli 
420-page  catalog  with  a    &wS>J&^f^?^fii'f    could  save  80<t  on 
15d  stamp  when  it's        ^^Mf^t^K^^^    every  dollar.  And  you 
printed  on  microfilm  with  ^^WjSWy     can  '''m-  ,l,'t'  a,1('  !)m 

a  3M  "Fichemaker"  System.  ^^^/   cess  a  complete  420-page 


Business  Products  Center 


catalog  in  less  than  an  hour. 

For  all  the  details  on 
"Fichemaker"  microprinting, 
call  your  local  3M  Business 
Products  Center.  Or  write 
Micrographic  Products  Divi- 
sion, 3M  Company,  St.  Paul, 
MN  55101. 


3M 


Humana,  the  investor-owned 
hospital  company,  continues  to 
prove  that  a  hospital  can  provide 
more  and  better  services  for 
patients  — and  their  physi- 
cians—when that  hospital  is  run 
like  a  business. 

Each  of  Humana 's  hospitals  is 
managed  to  produce  a  profit. 
And  that  is  how  a  hospital 
should  be  run.  Like  a  business. 
With  performance  the  yardstick. 
Performance  that  has  made 
Humana  the  largest  company  in 
the  hospital  industry. 

Humana's  performance 
yardstick  is  based  on  our  unique 
system  of  standards  and  prac- 
tices, a  system  that  identifies  the 
values  and  needs 
of  patients  and 
physicians  in  all 
of  our  hospitals. 

This  innova- 
tive system  re- 
sults in  more  and 
better  patient 
and  physician 
services.  Our 
cost  effective- 


ness generates  increased  profits. 

We  have  found,  as  have  most 
businesses,  that  employee  pro- 
ductivity is  stimulated  also  by 
participation  in  profits.  10,900 of 
Humana's  employees  are  owners 
of  Humana  stock  through  our 
employee  Thrift  Plan. 

When  top  professionals  think 
of  a  company  as  "their"  com- 
pany, the  result  is  loyalty.  And 
with  lovalty  comes  perfor- 
mance... better  quality  patient 
care. 

Humana's  leadership  in 
providing  better  and  more  eost 
effective  care  is  further  evi- 
denced by  the  fact  that  our  out- 
patient service  is  growing  faster 


a  hospital 
profits 

while 


than  in-patient,  resulting  in  sig- 
nificant economies  for  the  pa- 
tient. 

Humana's  revenues  continue 
to  grow.  In  fiscal  1978  they  were 
more  than  six  times  higher  than 
they  were  in  fiscal  1973.  One  rea- 
son for  this  record  is  that  our 
recently  constructed  hospitals 
enable  us  to  provide  increased 
services  more  effectively.  In  fact, 
46  percent  of  our  capacity  has 
been  built  in  the  last  five  years. 

At  Humana,  we  believe  in  prof- 
its. As  in  any  other  successful  en- 
terprise, profit  is  essential  to 
providing  a  superior  product  or 
service.  In  our  case,  that  means 
profitable  hospitals  providing 
more  and  better 
patient  and  phy- 
sician services. 

For  further  in- 
formation about 
us,  write  Hu- 
mana Inc.,  1800 
First  National 
^  Tower,  Dept.  F4, 
>  Louisville,  KY 
40201. 


flumana 


Hospital 
Company 


1979  Fund  Ratings 


Performance 
Ratings 


Investment 
Results 


In  In 

UP  DOWN 
Markets  Markets 


Average 
Annual 
Total 
Return 
1968-79 


Latest  12  Months 


Return 
from 
Capital 
Growth 


Return 
from 
Income 
Dividends 


Total  Assets 


6/30/79 
In 

Millions 


%  Change 
1979  vs. 
1978 


Maximum 
Sales 
Charge 


-  -  Standard  &  Poor's  500  Stock  Average 

C  D  FORBES  Stock  Fund  Average 

A  D  FORBES  Balanced  Fund  Average 

BALANCED  FUNDS  (LOAD) 

B  *F  SoGen  International  Fund  (started  4/70)  

D         »B  Transamerica  Investors  Fund  (started  4/69) ... 

B  B  Union  Income  Fund  

•C  »F  United  Contl  Income  Fund  (started  6/70)  

A  D  Vance,  Sanders  Investors  Fund  

BALANCED  FUNDS  (NO  LOAD) 

—  —  Commerce  Income  Shares  *  

A  D  Dodge  &  Cox  Balanced  Fund  

•D         »A  The  Dreyfus  Special  Inc  Fd  (started  10/71) .... 

A+         F  Loomis-Sayles  Mutual  Fund  

-  Newton  Income  Fund*  (started  9/70)  

C  D  Scudder  Income  Fund  

A+         F  Stein  Roe  &  Farnham  Balanced  Fund  

•D         »B  Wellesley  Income  Fund  (started  7/70)  

B  D  Wellington  Fund  

C  F  Wisconsin  Income  Fund  

BALANCED  FUNDS 
(CLOSED  END) 

•A         »D  Am  Genl  Convert  Securities  (started  6/72).... 

•B         «C  Bancroft  Convertible  Fund  (started  4/71)  

•B         »C  Castle  Convertible  Fund  (started  11/71)  

•C  »F  Chase  Convertible  Fd  of  Boston  (started  2/72) 

•A         »D  RET  Income  Fund  (started  6/72)  


3.5% 
2.0% 
3.5% 


7.7% 
8.4% 
4.8% 


5.1% 
3.8% 
5.7% 


6.0% 
4.7 


6.8% 
1.7 
2.5 
1.0 
10.2 


3.0% 

5.5 

7.7 

6.3 

4.6 


5  19.6 
5.1 
60.7 
57.1 

141.2 


-2.0 
0.0 
6.9 

-14.9 
5.6 


4.50% 

8.00 

7.25 

8.50 

8.50 


1.1% 
4.1 

2.6 


2.9% 
8.3 
3.3 
3.3 
-1.6 


7.3% 

5.4 

7.9 

5.1 

7.3 


52.2 
16.4 
93.4 
87.7 
6.7 


11.8 
7.9 
-11.3 

-9.3 
-18.3 


none 
none 
none 
none 
none 


2.9 
2.4 

3.4 
1.1 


-0.9 
9.6 
2.2 
8.0 

^.1 


7.9 
4.1 
8.2 
5.8 


63.0 
99.2 
123.9 
652.1 
14.9 


-0.3 
-8.4 
-4.0 
^3.0 
-8.6 


none 
none 
none 
none 
none 


Where 
Traded 


12.9% 

8.9 
-0.5 

4.7 
33.8 


5.2% 
4.7 
6.8 
6.1 
none 


80.2 
52.9 
25.0 
67.1 
41.0 


9.4 
9.8 
-3.1 
4.7 
9.9 


NYSE 
ASE 
ASE 

NYSE 
ASE 


Not  Rated 


BOND  AND  PREFERRED 
STOCK  FUNDS  (LOAD) 

American  Gen  Cap  Bond  Fd  (started  10/71)... 

Axe-Houghton  Income  Fund  

Colonial  Income  Fund  (started  12/69)  

Colonial  Senior  Securities  (started  10/71)  

Delchester  Bond  Fund  (started  8/70)  

First  Investors  Fund  for  Income  (started  1/71) 

Franklin  Cust-US  Govt  Series  (started  5/70) . 

Investors  Selective  Fund  

Keystone  Custodian  Funds 

B-l  

B-2  

B-4  

Lord  Abbett  Bond  Deb  Fund  (started  3/71)  .... 
National  Securities 

Bond  Fund  

Preferred  Fund  

Sentinel  Bond  Fund  (started  9/69)  

United  Bond  Fund  

BOND  AND  PREFERRED 
STOCK  FUNDS  (NO  LOAD) 

Alpha  Income  Fund  (started  7/70)  

Babson  (D  L)  Income  Trust  

Fidelity  Corporate  Bond  Fund  (started  8/71).. 
Fund  for  U  S  Govt  Securities  (started  10/69).. 

Northeast  Investors  Trust  

Steadman  Associated  Fund  


Maximum 
Sales 
Charge 


0.8% 


-2.9% 
-1.3 
-2.4 
3.2 
-2.4 
-0.1 


9.3% 
7.8 
9.0 
8.1 
8.8 
10.0 


6118. 9 
43.3 

254.1 
27.8 
34.5 

519.3 


-4.0 
-6.3 
-9.4 
-1.4 
-1.4 
25.1 


8.50% 

8.00 

8.50 

8.50 

8.50 

8.-50 


6.9 

5.8 
6.3 
6.6 


-2.1 
-0.9 

-1.5 
-1.1 
-1.2 


7.1 
8.7 


9.0 
9.4 


9.4 
597.1 

70.7 
52.7 
463.1 


-8.7 
20.1 

-1.8 
5.8 
-3.1 


7.25 
7.00 

4.25 
8.50 
8.50 


4.0 
4.8 

5.8 


0.7 

^.7 
-0.4 
^3.1 
-2.6 


8.6 

9.7 
7.9 
8.7 


191.6 

142.8 
3.8 
7.4 

309.9 


4.5 

0.9 
-9.5 
8.8 
9.5 


8.50 

7.25 
7.25 
8.50 
8.50 


Not  Rated 


1.6% 


5.6 
2.6 


-2.1% 
-1.2 
-1.7 
0.1 
-4.4 
-0.4 


7.6% 

7.9 

8.9 

7.7 

9.6 

5.2 


$  5.8 
34.4 
99.0 
84.7 

165.3 
43.7 


-22.7 
-2.8 

0.3 
-9.2 

4.0 
-7.8 


none 
none 
none 
none 
none 
none 


Ratings  deleted  due  to  recent  change  in  investment  objectives 


•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 
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1979  Fund  Ratings 


Investment 
Results 


Latest  12  Months 

Total  Assets 

Average 

Annual 

Return 

Return 

Total 

from 

from 

6/30/79 

%  Change 

A  nnti  qI 

A 1111  Ual 

Return 

Capital 

Income 

In 

1979  vs. 

Where 

Expenses 

1968-79 

Growth 

Dividends 

Millions 

1978 

Traded 

Per  $100 

Standard  &  Poor's  500  Stock  Average 

3.5% 

7.7% 

5.1% 

FORBES  Stock  Fund  Average 

2.0% 

Din/ 

0.4% 

FORBES  Balanced  Fund  Average 

3.5% 

4.8% 

5.7% 

Not  Rated 

BOND  AND  PREFERRED  STOCK 

FUNDS  ( 

£iI\D) 

American  General  Bond  Fund  (started  10/70) 



-1.5% 

8.9% 

$216.0 

-1.6 

NYSE 

$0.78 

Drexel  Bond-Deb  Trading  Fund  (started  9/71) 



-0.3 

7.8 

46.7 

-0.2 

NYSE 

1.25  ; 

Federated  Inc  &  Pvt  Place  Fd  (started  3/72) ... 

_ 

-2.0 

9.6 

44.6 

-2.0 

O-T-C 

1.37  1 

F*f»rf  nparhnm  Inrnmp            /ctartprl  1?/7'7\ 
run  L^cdiuuiii  linuiuc  jcu  pioiicu  i*-;  *-j 

-1.7 

8.4 

99.3 

-1.7 

NYSE 

n  7i 

John  Hancock  Investors  (started  1/71)  

-2.3 

8.7 

128.7 

-1.0 

NYSE 

0.65 

Independence  Square  Inc  Sees  (started  2/72).. 



-1.4 

8.9 

33.0 

-1.5 

O-T-C 

0.91 

Lincoln  Natl  Direct  Place  Fd  (started  1 1/72) .. 

0.8 

9.2 

48.6 

0.8 

NYSE 

1.00 

iTiass iiiu lud i  v  ui  p  1I1VCSIUC9  JMdricU  Of/  I 

7.5 

7.3 

91  1 

7.6 

NYSE 

U.70 

MassMutual  Income  Investors  (started  1/73) 

-1.4 

8.5 

130.1 

-1.4 

NYSE 

0.88 

Mutual  of  Omaha  Interest  Shs  (started  1/72). 

—3.4 

8.6 

88.1 

—2.2 

NYSE 

0.69 

— 

0.8 

7.3 

41.8 

0.7 

O-T-C 

1.07 

St  Paul  Securities  (started  9/72)  

_ 

-1.2 

8.5 

113.6 

-1.2 

NYSE 

0.82 

Transamerica  Income  Shares  (started  1 1/72) . 



-2.2 

8.8 

118.3 

-2.8 

NYSE 

0.66 

USLIFE  Income  Fund  (started  12/72)  



-1.8 

7.7 

57.6 

-1.4 

NYSE 

1.09 



—3.7 

10. 1 

80.7 

-1.2 

NYSE 

1.00 

\1 i  vt  mil  hi 

Sales 

Not  Rated 

EXCHANGE  FUNDS 

Charge 

3.5% 

11.0% 

3.0% 

$  52.5 

2.3 

none 

$0.65 

3.0 

11.1 

3.1 

43.1 

6.2 

0.66 

2.2 

10  5 

3.3 

49  1 

0.4 

none 

0.66 

0.3 

8.6 

2.9 

8.1 

-2.4 

none 

1.17 

3.6 

12.5 

3.3 

53.4 

3.7 

none 

0.65 

3.4 

L1.J 

46.2 

c  c 

J.J 

none 

0.67 

3.6 

15.2 

3.1 

199.3 

7.6 

none 

0.60 

3.4 

1  l.O 

39.4 

1.8 

none 

0.68 

3.0 

14  4 

3  3 

54  6 

4.8 

none 

0.65 

Kind  nf 

*VJ  11U  III 

Where 

Shares 

DUAL  PURPOSE  FUNDS 

Traded 

Capital 

-  5.9% 

13.9% 

none 

$  18.9 

-51.4 

* 

$1.01 

Income 



8.2% 

Capital 

6.5 

14.4 

none 

68.3 

5.4 

NYSE 

0.66 

Income 

21.8 

(' '  ir\'\  til 

— L  f  .3 

none 

17.4 

2.4 

NYSE 

1.02 

Income 

— 

5.6 

Capital 

-6.9 

4.6 

none 

28.3 

2.2 

NYSE 

0.87 

Income 



10.1 

Capital 

3.0 

18.2 

none 

71.1 

9.6 

NYSE 

0.65 

Income 

10.1 

Capital 

-11.9 

17.4 

4.7 

-14.6 

2.85 

Income 

11.8 

Capital 

-  1.1 

17.4 

none 

32.0 

4.9 

O-T-C 

0.91 

Income 

9.9 

Capital 

-0.4 

10.9 

none 

110.7 

5.6 

NYSE 

0.73  ; 

Income 

9.9 

Capital 

•  -1.3 

7.9 

none 

21.3 

^3.6 

O-T-C 

0.89 

Income 

10.2 

*  Fund  became  open-end  investment  company  in  July  1979.  Income  shares  have  been  redeemed  or  converted. 
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Crump 

up 

this  ad 


Then  take  it  to  your  local  Xerox  office. 

Tell  a  sales  representative  that  if  the  Xerox  5400  copier 
is  so  terrific,  let's  see  if  the  ball  of  paper  in  your  hand  will  go  through 
its  document  feeder. 

Chuckle  to  yourself  as  he  smooths  out  the  ad  and  carries 
it  to  the  5400.  After  all,  you've  never  seen  a  document 
handler  that  could  handle  a  problem  like  this. 

Then  he  may  pause  to  tell 
you  how  the  5400  can  automatically 
copy  on  two  sides  of  a  sheet  of  paper. 
He  may  even  point  out  its  uncanny 
self-diagnostic  systems  and  lightning- 
fast  automatic  bi-directional  sorter. 

But  you  both  know  why  you're  there. 

At  last,  he  slides  the  crumpled  page  towards  the  document 
handler  and  pushes  the  button.  And . . .  and . . .  and . . . 

Sorry.  But  what  happens  next  is  between  you  and  your 
local  Xerox  representative.  So  pay  him  a  visit,  soon. 

Ana  find  out  if  the  original  goes  in. 

And  if  it  does,  how  the  copy  comes  out. 


XEROX 


XEROX®  and  5400  arc  trademarks  of  XEROX  CORPORATION 


1979  Fund  Ratings 


Investment 
Results 


Latest  12  Months 

Total  Assets 

Average 

Annual 

Return 

"  Return 

Total 

from 

rrom 

6/30/7V 

%  Change 

M  a  v  1  m  1 1  m 

A  nri  *  1 3 1 

Type  of 

Return 

Capital 

Income 

In 

1979  vs. 

Sales 

Expenses 

fund 

1968-79 

Growth 

Dividends 

Millions 

1978 

Charge 

Per  $100 

Standard  &  Poor's  500  Stock  Average 

3.5% 

7.7% 

5.1% 

FORBES  Stock  Fund  Average 

2.0% 

8.4% 

3.8% 

FORBES  Balanced  Fund  Average 

3.5% 

4.8% 

5.7% 

NEW  FUNDS* 

Bond 

Aetna  Income  Shares  (started  5/73)  

— 

-1.0% 

9.2% 

$  36.7 

36.4 

none 

$0.28 

Bond 

Alliance  Bond  Fund  (started  9/73)  

— 

-0.4 

7.5 

25.9 

-1.2 

none 

0.65 

Bond 

American  Fund  of  Govt  Sees  (started  12/73).. 

— 

0.2 

7.5 

15.6 

2.6 

1.75% 

0.86 

American  Gen  Exchange  Fund  (started  9/76). 

11.8 

2.4 

46.4 

4.7 

none 

0.91 

Bond 

American  Gen  High  Yield  Inv  (started  1 1/78). 

— 

# 

175.2 

— 

6.75 

0.91 

Bond 

American  Investors  Income  Fd  (started  1/76) 

— 

3.2 

8.8 

11.1 

38.8 

none 

1.50 

Stock 

American  Managed  Securities  (started  12/75) 

— 

6.8 

2.6 

2.8 

-6.7 

none 

1.57 

Bond 

American  National  Bond  Fund  (started  8/78). 

— 

— 

# 

3.9 

— 

5.00 

0.74 

Stock 

American  National  Income  Fd  (started  5/70) . 

13.2 

5.5 

8.0 

29.0 

o.DU 

Bond 

Bond  Fund  of  America  (started  5/74)  

-1.4 

9.0 

155.9 

15.8 

8.50 

0.64 

Bond  (C) 

Bunker  Hill  Income  Securities  (started  10/73) 

— 

-1.8 

9.0 

53.2 

-1.7 

none 

0.85 

Bond 

Calif  Fd  for  Inv  in  US  Gov  Sees  (started  5/73) 

— 

0.6 

8.6 

16.4 

-50.2 

none 

1.21 

Exchange 

Chestnut  Street  Exchange  Fund  (started  9/76) 

— 

9.1 

3.2 

87.3 

2.0 

none 

0.75 

Bond  (C) 

Circle  Income  Shares  (started  6/73)  

-1.1 

8.5 

31.2 

-1.0 

none 

U.  lb 

Stock  (C) 

CL  Assets  (started  1/73)  

NM 

none 

12.5 

34.4 

none 

3.50 

Bond  ((  1 

— 

-2.0 

8.9 

61.5 

-1.9 

none 

0.84 

Stock 

Colonial  Option  Income  Fund  (started  4/77) . 

— 

10.5 

3.8 

170.7 

20.7 

8.50 

0.88 

Stock 

Colonial  lax  Managed  I  rust  (started  11/78).. 

— 

— 

# 

41.0 

— 

8.50 

1.34 

Bond 

Composite  Income  Fund  (started  1/76) 

-2.9 

8.1 

5.5 

7.8 

7  nn 

1  AO 

1  ,uy 

Balanced 

Convertible  Yield  Securities  (started  3/78) .... 

3.6 

6.1 

24.3 

1.3 

6.50 

1.19 

Bond (C) 

— 

-3.3 

9.1 

44.6 

^.3 

none 

0.80 

Bond 

f-\  e  A     n  J_   l\|  _l   i_.__._J    /  «/l 

— 

-3.2 

8.2 

7.5 

^4.8 

none 

1.26 

Stock 

T^v  f  mi  1  » T •  /  _.  .  |  « 

— 

20.5 

1.0 

25.1 

70.8 

none 

1.40 

Stock 

Eagle  Growth  Shares  (started  10/71).. . 

20.5 

1.6 

3.4 

6.3 

o.DU 

Stock 

Equitec  Fund  (started  5/77)  

2.4 

5.9 

3.8 

-9.5 

8.50 

2.00 

Stock 

The  Evergreen  Total  Return  Fd  (started  9/78) . 

— 



# 

8.5 



none 

NA 

Bond  (C) 

— 

-2.8 

8.6 

45.8 

-2.8 

none 

0.78 

Stock 

Farm  Bureau  Growth  Fund  (started  7/71)  

— 

7.4 

2.7 

28.2 

15.1 

8.50 

0.96 

Exchange 

Federated  Exchange  Fund  (started  1/77) 

10.6 

2.7 

81.7 

2.1 

none 

1.U2 

Bond 

Federated  High  Income  Sees  (started  12/77) .. 

-2.4 

10.3 

53.9 

24.2 

6.50 

1.10 

Stock 

Federated  Option  income  Fund  (started  6/77) 

— 

4.9 

4.6 

25.8 

-27.1 

6.50 

1.47 

Bond 

Fidelity  Aggressive  Inc  Fund  (started  1 1/77) .. 

— 

-1.1 

11.0 

81.7 

138.2 

none 

0.70 

Exchange 

Fidelity  Exchange  Fund  (started  12/76)  

— 

7.7 

3.5 

98.1 

4.1 

none 

0.69 

Bond 

Fidelity  Thrift  Trust  (started  5/75)  

-1.8 

9.0 

30.4 

-10.6 

none 

U.  /  0 

Bond 

Financial  Bond  Shares  (started  1/77)  

—3.1 

9.1 

2.3 

21.1 

none 

0.00 

Stock 

First  Index  Investment  Trust  (started  8/76)  ... 

— 

8.0 

4.8 

63.5 

2.9 

none 

0.36 

Bond 

First  Investors  Bond  Apprec  Fd  (started  5/78) . 

— 

8.2 

8.1 

30.7 

64.2 

7.25 

1.18 

Stock 

— 

14.6 

1.6 

21.9 

2.3 

6.50 

1.50 

Inv  Abroad 

G  T  Pacific  Fund  (started  1/77)  

-1.1 

0.1 

12.3 

30.9 

none 

Stock 

Gateway  Option  Income  Fund  (started  12/77) 

7.1 

4.5 

11.6 

65.7 

none 

1.50 

Stock 

— 

40.7 

none 

2.1 

61.5 

none 

6.10 

Stock 

Edson  Gould  Fund  (strated  12/76)  

— 

9.4 

1.6 

4.5 

-13.5 

none 

1.50 

Balanced 

GPM  Fund  

6.5 

none 

2.6 

23.8 

8.00 

1.52 

Stock 

The  Guardian  Park  Ave  Fund  (started  6/72) ... 

— 

10.5 

3.2 

16.9 

42.0 

8.50 

0.92 

Bond 

John  Hancock  Bond  Fund  (started  11/73)  

-3.2 

8.8 

23514 

28.6 

8.00 

0.73 

Bond IC) 

John  Hancock  Income  Sec  (started  2/73)  

-3.1 

8.9 

152.5 

-3.0 

none 

0.62 

Bond (C) 

Hatteras  Income  Securities  (started  4/73)  

-2.2 

8.9 

49.1 

-2.0 

none 

0.79 

Bond 

High  Yield  Securities  (started  9/77)  

-2.3 

10.6 

110.3 

34.7 

6.50 

0.91 

Bond 

Holdings  of  U  S  Govt  Sees  (started  1 1/77)  

0.0 

9.0 

4.4 

46.7 

none 

0.49 

Bond 

IDS  Bond  Fund  (started  10/74)  

-1.8 

9.5 

321.4 

87.0 

3.50 

0.57 

*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  #  Fund  not  in  operation  for  full  period.       t  Formerly  Dreyfus  Intermediate  Bond  Fund. 

January  1 1,  1973  or  have  met  the  $2  million  criterion  for  the  first  tame.       (C]  Closed-end  investment  company.    NM  Not  meaningful.    NA  Not  available. 
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Each  dawn  is  a  victory  in  the  life 
of  a  growing  plant. 


The  cotton  plant  in  our  picture  is  a  healthy  and  promising  producer.  Yet  at  any  stage  of 
growth,  it  could  have  been,  still  can  be,  destroyed  by  ravaging  insects. 

FMC  has  an  answer  to  this  threat:  a  pesticide  specifically  developed  for  cotton,  called 
Pounce?  with  a  proved  ability  to  halt  the  types  of  pests  which  have  caused  the  most  serious 
damage  in  the  world's  cotton  fields.  Wherever  Pounce  is  in  proper  use,  cotton  production 
goes  up. 

Food  production  goes  up,  too,  with  the  aid  of  other  FMC  pesticides,  such  as  Furadan® 
insecticide-nematicide.  This  effective  product  alone  is  increasing  yields  of  some  45  major  crops 
on  millions  of  acres  in  more  than  70  countries.  Victory  for  the  plant  is  also  a  victory  for  people. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  food  and  agricultural  machinery, 
environmental  equipment,  material  handling,  power  transmission,  industrial  and  agricultural 
chemicals.  Write  FMC  Corporation,  200  East  Randolph  Drive,  Chicago  60601. 
Or  call  800-621-4500  (in  Illinois:  312-861-5900). 


One  flag. 
Five  continents. 


When  Farreil  Lines  acquired  American 
Export  Lines  in  1 978,  it  was  the  beginning 
of  an  American  superfleet. 

Each  line  had  stars  of  its  own,  stars  such 
as  the  GREAT  REPUBLIC  and  YOUNG 
AMERICA,  huge  containerships  that  plow 
the  Atlantic  at  24  knots  even  when  fully 
loaded;  stars  such  as  the  AUSTRAL 
ENVOY  and  AUSTRAL  ENTENTE  that 
have  been  jumboized  to  carry  a  mighty 
1708  TEU  containerloads  each,  much  of  it 
in  a  unique  refrigerated  cold-holding 
capacity  that's  been  specially  developed 


for  the  shipping  needs  of  the  frozen  meat 
and  dairy  producers  of  Australia  and  New 
Zealand. 

American  ingenuity  has  built  up  this 
fleet  of  modern  ships  to  offer  shippers 
more  than  200  scheduled  sailings  a  year, 
to  more  than  150  ports  of  the 
world — covering  5  continents.  Service  is 
not  once  in  a  blue  moon,  either.  Most  ports 
are  on  a  regular  weekly  or  semi-monthly 
schedule. 

Fleet  expansion  is  continuing,  with  four 
more  ultra-modern,  ultra-efficient  ships 


being  built  right  now  at  Bath,  Maine  and 
Sparrows  Point,  Maryland. 

In  addition  to  Farreil  Lines  Atlantic  ser- 
vice between  the  East  Coast  ports  and  the 
East,  West  and  South  Coasts  of  Africa,  and 
regular  East  and  Gulf  Coast  routes  to  Aus- 
tralia and  New  Zealand,  Farrell's  new 
routes  in  its  American  Export  Line's  ser- 
vice to  Europe,  the  Mediterranean,  Middle 
East,  South  Asia  and  the  Far  East  give  you 
the  opportunity  to  use  Farreil  Lines  service 
to  and  from  almost  anywhere  in  the  world. 
We've  put  our  money  where  our  flag  is. 


In  the  Tradition  of  Great  American  Seamanship 


Fmell  Likes 


INCORPORATED 
One  Whitehall  Street,  New  York,  N  Y.  10004    (212)  425-6300 


1979  Fund  Ratings 


Investment 


Latest  12  Months 

Total  Assets 

Average 

Annual 

Return 

Return 

Total 

from 

from 

6/30/79 

%  Change 

Maximum 

Annual 

Type  of 

Return 

Capital 

Income 

In 

1979  vs. 

Sales 

Expenses 

fund 

1968  79 

Growth 

Dividends 

Millions 

Charge 

Per  $100 

Standard  &  Poor's  500  Stock  Average 

3.5% 

7.7% 

5.1% 

FORBES  Stock  Fund  Average 

2.0% 

ft  do/ 

1  Ho/ 

FORBES  Balanced  Fund  Average 

3.5% 

4.o  /o 

<*  7°/ 

J./  /o 

NEW  FUNDS  * 

Bond (C) 

INA  Investment  Securities  (started  1/73)  

_ 

-0.9% 

8.2% 

$  84.0 

-0.8 

none 

$1.07 

Bond 

Inc  Trust  for  US  Gov  Guar  Sees  (started  6/77). 

— 

-0.6 

8.3 

7.1 

2.9 

2.50% 

0.50 

Bond  (C) 

I nter capital  Income  Securities  (started  4/73) . 

— 

-2.7 

9.3 

186.0 

-2.6 

none 

0.69 

Bond 

TP  Income  Fund  Started  8/781 

— 

# 

12.7 

— 

8.00 

0.74 

Bond 

Kemner  Hieh  Yield  Fund  (started  1/781 

-2.7 

10.5 

104.5 

40.8 

6.75 

0.93 

Bond 

Kemper  Inc  &  Cap  Preserv  Fd  (started  4/74) .. 



-0.5 

8.6 

1 18.8 

1.0 

6.00 

0.54 

Stock 

Kemper  Option  Income  Fund  (started  6/77)... 

— 

4.9 

4.2 

68.5 

-1.2 

8.50 

0.83 

Bond 

Lexington  Income  Fund  (started  10/73)  

— 

-2.9 

8.6 

8.4 

^.5 

none 

1.05 

Stock 

Lindner  Fund  (strated  5/73) 

19.0 

2.4 

11.2 

12.0 

none 

1  A  A 

1.44 

Stock 

Lord  Ahhett  Dev  Growth  Fund  (started  10/731 

16.8 

1.0 

28.8 

119.9 

8.50 

i  cn 
1 .3U 

Stock 

The  Lowry  Fund  (started  12/76)  

■   

-2.5 

2.4 

2.5 

38.9 

1.50 

1.50 

Bond 

Mass  Financial  Bond  Fund  (started  5/74)  

— 

-1.1 

8.5 

153.9 

5.0 

7.25 

0.76 

Bond 

Mass  Financial  High  Income  Tr  (started  2/78) 

— 

1.2 

9.8 

25.0 

762.1 

7.25 

1.00 

Bond 

Mass  Fund  for  Income  (started  12/73) 

-3.3 

8.5 

36.1 

2.3 

0.3U 

i  nn 
I  .UU 

Stock 

Merrill  Lynch  Basic  Value  Fund  (started  7/77) 

10.1 

4.5 

84.0 

-6.0 

4.UU 

l  no 

Stock 

Merrill  Lynch  Capital  Fund  (started  10/73) .... 

13.9 

3.7 

96.6 

-9.1 

4.00 

0.83 

Balanced 

Merrill  Lynch  Equi-Bond  I  Fund  (started  1/78) 

— 

0.8 

3.9 

16.0 

-12.6 

t 

1.30 

Bond 

Merrill  Lynch  High  Income  Fd  (started  11/78) 

— 

— 

# 

160.6 

— 

4.00 

0.82 

W  orri  11  I  unrn  Qnon*  *a  1  V  Mini'  V  f\  Ictirtprl  S> 

ivicriiii  i.y  1 1 \. 1 1  .ipciidi  v  aiui  ru  \ s i  di  i  i  u  ?    oj  . 

3.8 

3.6 

51.0 

-8.6 

4.00 

1  10 

1.22 

Mnnpv  M  a  rk  pt /f^r*  tt  nn  c  Invpct  /flirted  ~Kf7(^ 
ivlUllCy  ivldJ  KC 1/ V/U  1 1  If  1 1 1  111V  I  >>  I  I  5 Id  I  (CU    >      "  \  • 

1.9 

6.1 

3.1 

-16.2 

C  7C 

5.  Id 

1  CA 

1 .54 

Bond (C) 

Montgomery  Street  Inc  Sees  (started  2/73) .... 



-2.4 

9.0 

170.3 

-2.1 

none 

0.65 

Bond 

Monthly  Income  Shares  (started  3/74)  

— 

-2.8 

8.8 

51.5 

8.9 

8.50 

0.94 

Stock 

Mutual  Benefit  Fund  (started  1/71)  

— 

3.1 

4.1 

19.3 

4.3 

8.50 

0.89 

Bond 

Miifisil  of  ("imana  Ampr  Punn  (etartpn  1fl/7H 
•IU  lUal  VJl  \  'lllal!J  l  \  I11CI  I  U  IIU  1  a  Id  I  IvU  1U1  /  -J  1  • 

-1.1 

7.6 

7.1 

2.9 

4.50 

i  i  /~ 
l.lo 

\]  tiitilut  Fund  fct  irtcii 

— 

# 

10.6 

— 

none 

i  cn 
1  oU 

Bond 

NEL  Income  Fund  (started  1 1/73)  



-2.1 

8.4 

37.9 

11.1 

8.00 

0.76 

Stock 

New  Perspective  Fund  (started  5,73)  

— 

14.8 

2.6 

324.4 

87.2 

8.50 

0.99 

Inv  Abroad 

Nomura  Capital  Fund  of  Japan  (startd  11/76) 

— 

-8.1 

1.7 

12.9 

-25.0 

7.00 

1.62 

Bond 

\Tnrth  sfir  RnnH  FunH  (ctartpH  8/771 

— 

-0.5 

7.6 

5.4 

-6.9 

none 

0.90 

DUI1U 

Onnpnlipinipr  Mioh  YiplH  FunH  /etartpH  8/781 

— 

# 

68.9 

— 

6.75 

0.71 

Stock 

Oppenheimer  Option  Inc  Fd  (started  10/77) .. 



6.9 

3.4 

69.7 

5.3 

8.50 

1.09 

Stock 

Oppenheimer  Special  Fund  (started  1/73)  

— 

26.3 

2.6 

30.9 

41.7 

8.50 

1.12 

Bond  (C) 

Pacific  American  Income  Shs  (started  3/73) .. 

— 

-1.5 

8.3  : 

85.1 

-1.5 

none 

0.74 

Stock 

Partn  prs  Pn  nn 

20.6 

2.3 

31.6 

17.0 

none 

1.26 

Stock 

Pax  World  Fund  (started  8/71)  

4.6 

4.0 

2.2 

15.8 

none 

1.90 

Stock 



28.8 

1.9 

3.5 

9.4 

none 

1.00 

Bond 

Pliyield  Fund  (started  9/75)  

— 

0.0 

7.5 

4.5 

21.6 

8.50 

1.64 

Stock  (C) 

Precious  Metals  Holdings  (started  2/74)  

— 

41.1 

5.3 

39.4 

41.2 

none 

1.40 

Bond 

Rowe  Price  New  Income  Fund  (started  10/73) 

-2.2 

9.0 

292.6 

2.6 

none 

0.59 

Bond 

PRO  Income  Fund  (started  7/74)  

— 

-1.1 

7.9 

20.1 

27.2 

none 

1.20 

Bond 

Putnam  High  Yield  Fund  (started  1/78)  



-2.2 

10.7 

186.0 

229.8 

6.75 

NA 

Stock 

Putnam  Option  Income  Trust  (started  6/77).. 

6.2 

4.9 

84.0 

3.1 

8.50 

0.98 

Stock 

Qualified  Div  Portfolio  It  (started  12/75)  

— 

6.6 

7.3 

17.8 

38.0 

none 

0.78 

Bond 

Qualified  Div  Portfolio  U  (started  12/75)  

-2.8 

8.9 

22.0 

23.6 

none 

n  "70 
U.  1 L 

Stock 

Quasar  Associates  

36.0 

none 

4.2 

27.3 

none 

1.25 

i  Balanced  (C) 

-1.5 

none 

15.5 

2.7 

none 

2.62 

Bond 

St  Paul  Income  Fund  (started  3/73)  

-1.3 

8.2 

7.5 

10.3 

6.00 

1. 11 

Bond 

Security  Bond  Fund  (started  12/70)  

-2.3 

8.2 

26.3 

32.8 

2.75 

0.89 

Stock 

Siena  Growth  Fund  

13.7 

2.4 

4.0 

-2.4 

none 

1.95 

Bond 

-1.9 

8.5 

22.0 

51.7 

8.50 

0.81 

*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  #  Fund  not  in  operation  for  full  period. 

January  1 1,  1973  or  have  met  the  $2  million  criterion  for  the  first  time.  t  Fund  not  currently  selling  new  shares,  existing  shares  traded  over-the-counter. 

X  Formerly  Qualified  Dividend  Portfolio.  (C)  Closed-end  investment  company.  NA  Not  available. 
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bur  accountants 
should  look  beyond 
your  bottom  line. 
Your  accountants 

should  look  at  your 

business. 


©  1979  Deloitte  Haskins  &  Sells,  1114  Avenue  of  the  Americas,  New  York,  N  Y  10036 


An  accounting  firm  has  to 
be  conscientious  about  examin- 
a  ^  ing  your  financial  statements, 

Jr — *  obviously. 

But  your  accountants 
ought  to  be  conscientious 
about  reviewing  your  business,  too— 
&nd  helping  you  improve  it. 
At  Deloitte  Haskins  &  Sells,  we  think  this 
often  takes  a  specialized  knowledge  of  your  industry. 
Its  accounting  practices.  Its  regulatory  environment.  Its 
financial  pressures. 

So,  we've  organized  teams  to  focus  on  the  unique  needs  of 
specific  industries. 

The  results?  Well,  look  at  some  examples. 
From  our  hospital  experience,  we  just  came  up  with  ways  to 
simplify  SHUR— the  system  of  uniform  hospital  reporting  pro- 
posed by  the  Department  of  Health,  Education  and  Welfare. 

Our  approach  would  deliver  essentially  the  data  HEW  wants, 
but  at  far  less  cost. 

Or  take  municipal  government.  We  showed  some  cities  the 
best  way  to  apply  for  Federal  mass  transit  funds  [and  helped 
them  get  their  fair  share]. 

And  from  our  knowledge  of  life  insurance  companies,  we 
developed  a  computer  program  that  lets  them  quickly  run 
through  their  tax  alternatives,  to  choose  the  one  that  hurts  the 
least. 

No  two  industries  are  exactly  alike— any  more  than  account- 
ing firms  are. 

We  think  that  when  you  treat  a  D6i0ltt6 
clients  needs  as  something  special  UaeLrine  Qollc 
the  results  can  be  pretty  special  too.       ndSKIllS  uCllS 

Beyond  the  bottom  line™ 


1979  Fund  Ratings 


! 

Investment 
Results 

Type  of 
hind 

Average 
Annual 
Total 
Return 
1968-79 

Latest  12  Months 

Total  Assets 

Maximum 
Sales 
Charge 

Annual 
Expenses 
Per  $100 

Return 
from 
Capital 
Growth 

Return 
from 
Income 
Dividends 

6/30/79 
In 

Millions 

%  Change 
1979  vs. 
1978 

Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 

3  W„ 
J.J  /o 

2.0% 
3.5% 

7.7% 
8.4% 
4.8% 

5.1% 
3.8% 
5.7% 

NEW  FUNDS* 

Bond  (C)             State  Mutual  Securities  (started  2/73)  

Exchange            State  Street  Exchange  Fund  (started  12/76)  

Bond                SteinRoe  Bond  Fund  (started  12/78)  

Stock                Strategic  Investments  Fund  (started  2/75)  

Stock               Stratton  Growth  Fund  (started  10/72)  

— 

-2.0% 
8.8 

56.6 
8.2 

8.6% 
3.1 
# 
6.8 
2.7 

$  97.0 
96.0 
7.1 
4.8 

5.8 

-2.0 
5.2 

182.4 
28.9 

none 
none 
none 
8.50% 
none 

$0.94 
0.59 
NA 
1.40 
1.94 

Stock               Sun  Growth  Fund  (started  8/71)  

Stock               Tax  Managed  Fd  for  Util  Shares  (started  4/78) 

Stock               Templeton  World  Fund  (started  1/78)  

Bond               Trinwall  Bond  Fund  (started  12/75)  

— 

— 

7.6 
-1.6 
18.9 
-0.1 
55.1 

3.0 
none 
0.8 
7.9 
3.2 

9.3 
93.8 
97.7 

9.3 
29.4 

12.1 
239.9 
613.1 
1.1 

74.0 

8.50 
8.50 
8.50 
4.75 
none 

1.10 
1.47 
1.20 
0.75 
1.50 

Exchange             Vance,  Sanders  Exchange  Fund  (started  6/76). 
Bond                Vance,  Sanders  Income  Fund  (started  6/73) .... 
Bond               Westminster  Bd  Fd-High  Yld  (started  12/78).. 
Bond                Westminster  Bd  Fd-Inv  Gradet  (started  7/73) 

11.2 

-0.7 

-2.5 

2.7 
8.1 
# 
8.8 

114.3 

13.9 
2.0 
45.8 

5.9 
13.0 

-5.8 

none 
8.50 
none 
none 

0.83 
0.90 
NA 
0.68 

s 

Portfolio 

Avg(d!;srty       MONEY  MARKET  FUNDS 

45                  Alliance  Capital  Reserves  (started  7/78)  

18                  American  General  Res  Fund  (started  7/74)  

26                  American  Liquid  Trust  (started  7/75)  

1 1                 Capital  Preservation  Fund  (started  10/72)  

20                 Cash  Equivalent  Fund  (started  3/79)  

— 

— 

# 

7.9% 
8.9 
7.9 
# 

$  141.9 
13.1 
70.7 
231.8 

/  Uo.  1 

20.2 
176.2 
154.5 

none 
none 
none 
none 
none 

$0.84 
1.00 
0.75 
1.06 
NA 

48                 Cash  Management  Tr  of  Amer  (started  1 1/76) 

51                  Cash  Reserve  Management  (started  1/77)  

40                 Centennial  Cap  Cash  Mgmt  Tr  (started  7/74). 

26                  CG  Money  Market  Fund  (started  1/75)  

59                 CMA  Money  Trust  (started  9/77)  

■ — 

— 

8.7 
8.9 
8.6 
8.5 
9.0 

107.3 
1,065.1 
36.5 
25.2 
449.9 

428.6 
664.6 
22.5 
168.1 
4,898.9 

none 
none 
none 

7.50% 
none 

1  00 

0.52 
0.80 
0.82 
NA 

41                  Columbia  Daily  Income  Co  (started  1 1/74) .... 

40                  Current  Interest  (started  6/74)  

23                  Daily  Cash  Accumulation  (started  7/78)  

67                 Daily  Income  Fund  (started  7/74)  

— 

8.3 
8.7 
9.4 
8.5 
8.7 

81.7 
77.4 
508.8 
222.5 
54.6 

274.8 
1,388.5 

194.7 

none 
none 
none 
none 
none 

1.02 
0.60 
0.72 
0.70 
0.80 

45                  Dreyfus  Liquid  Assets  (started  1/74)  

37                 Dreyfus  Money  Mkt  Instru(started  4/75)  

107                Dreyfus  Money  Mkt-Govt  Sec  (started  5/79) . 
55                  Eaton  &  Howard  Cash  Mgmt  Fd  (started  1/75) 
90                  Federated  Money  Market  (started  2/78)  

— 

—  ' 

— 

8.5 
8.7 

# 
9.0 
8.6 

# 

1,325.7 
521.8 
6.1 
30.9 
97.8 
19.5 

80.9 
716.6 

202.9 
53.3 

none 
none 
none 
none 
none 
none 

0.66 
0.70 

NA 
0.50 
1.18 

NA 

68                  Fidelity  Daily  Income  Trust  (started  5/74)  

125                 Financial  Daily  Income  Shares  (started  3/76) . 
28                  First  Inv  Cash  Management  Fd  (started  10/78) 
1                   First  Multifund  for  Daily  Inc  (started  8/74)  .... 
88                  First  Var  Rate  Fd  for  Govt  Inc  (started  12/76) . 
22                  Franklin  Res  Liquid  Assets  Fd  (started  1/76)... 

9.2 
9.2 
# 

7.5 
9.0 
8.6 

1,779.1 
41.3 
28.5 
2.2 
110.2 
31.6 

162.9 
348.9 

-81.5 
325.5 
444.8 

none 
none 
none 
none 
none 
none 

0.38 
0.60 
0.50 
0.93 
1.05 
0.90 

5                   Fund  for  Government  Investors  (started  3/75) 

108                Gradison  Cash  Reserves  (started  5/76)  

55                 Holding  Trust  (started  6/74)  

66                  IDS  Cash  Management  Fund  (started  10/75)  .. 
55                  Intercapital  Liquid  Asset  Fund  (started  9/75).. 
21                  Kemper  Money  Market  Fund  (started  11/74) .. 





8.2 
8.6 
8.7 
8.8 
9.1 
8.9 

110.5 
133.0 
8.7 
55.4 
1,613.7 
313.4 

159.4 
218.9 
-51.7 
648.7 
877.4 
309.7 

none 
none 
none 
none 
none 
none 

0.65 
1.00 
0.82 
0.75 
0.70 
0.71 

25                  Mass  Cash  Mgmt  Trust  (started  12/75)  

19                 Master  Reserve  Trusttt  (started  2/76)  

56       .           Merrill  Lynch  Gov  Fund  (started  9/77)  

42                 Merrill  Lynch  Instnl  Fdtt  (started  12/74)  

65                 Merrill  Lynch  Ready  Assets  Tr  (started  2/75) ... 

8.7 
8.8 
8.4 
7.9 
8.7 
9.1 

353.9 
81.1 
23.4 
35.7 

339.4 
4,522.5 

515.5 
400.6 
963.6 
1.1 
110.6 
401.4 

none 
none 
none 
none 
none 
none 

094 
0.64 
0.04 
0.79 
0.67 
0.62 

*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  #  Fund  not  in  operation  for  full  period 

lanuary  1 1,  1973  or  have  met  the  $2  million  criterion  for  the  first  time.  t  Formerly  Westminster  Bond  Fund,  tt  Formerly  Ready  Reserves  Trust. 

(C)  Closed-end  investment  company.  NA  Not  available.  tt  Formerly  White  Weld  Money  Market  Fund. 
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HOW  THE  NEW  EATON  PROFITS  FROM  CHANGE 


We're  giving  farmers  the  power  to  increase  crop  yields 

by  200  percent. 


Ve  also  profit 
rom  change  in 
:ommunication  s . 


You  can  see  them  from  airplanes  -  half-mile 
circles  of  green  in  an  otherwise  brown  and 
arid  land. 

The  circles  come  from  center 
pivot  irrigation,  a  major  change  in 
farming  technology.  A  long  spray 
pipe  swings  slowly  around  a  center 
point,  spreading  moisture  as  it  goes. 
The  pipe  is  mounted  on  wheels  pow- 
ered by  hydraulic 
motors,  which  Eaton 
designs  to  keep  run- 
ning and  running. 


■■OH 

fuel-saving  fan 
drives  for  cars  and 
trucks... 


In  spite  of  dirt,  moisture,  and  time. 

Center  pivot  systems  are  so  effec- 
tive, they  can  often  double  or  triple 
crop  yields.  Which  means  more  food 
for  a  hungry  world. 

Achievinq  market  leadership  in 

~  .      .  ,        and  improved 

various  technologies  has  helped  us  appliance  controls. 
grow  to  an  annual  rate  of  $3  billion  in 
sales  -  and  increase  earnings  per  share  by 
45  percent  in  the  last  five  years.  For  the 
complete  story,  write:  Eaton  Corporation, 
World  Headquarters,  100  Erieview  Plaza, 
Cleveland,  Ohio  44114. 


Subtract  all  our 
acquisitions, 

and  the  numbers 
still  look  good. 


cash  flow  rate  of  return  of 
more  than  1 5%  after  taxes. 


NORTHWEST  INDUSTRIES' 
EARNINGS  PER  SHARE 


'68  69 


1978  Earnings  Per  Share  $4  90  1978  Aftertax  Return  on  Average  Common  Equity:  20  7% 

Current  Dividend  Rate  Per  Share  S2  05     1978  Aftertax  Return  on  Average  Total  Capital:  13.3% 


A lot  of  people 
assume  that 
conglomerates  grow 
mostly  by  making  acqui- 
sitions. But  that's  not  true 
of  Northwest  Industries. 

Even  if  we'd  never 
made  an  acquisition, 
earnings  per  share  over 
our  1 1  -year  history  would 
have  compounded  at  an 
annual  rate  of  2 1 .2%.  To 
place  this  performance  in 
perspective,  the  earnings 
per  share  of  Standard  & 
Poor's  400  compounded 
at  about  8%  over  this 
period. 


$1  Billion  Invested 

Internal  growth  is  our 
number-one  priority.  And 
we've  backed  this  with  in- 
vestments of  more  than 
$1  billion  in  fixed  and 
working  capital  over  the 
last  1 1  years. 

Of  course,  spending  a 
lot  of  money  doesn't 
mean  much  unless  you 
spend  it  well.  And  that's 
where  management 
comes  in.  We  want  to  put 
our  money  where  it  will 
bring  the  greatest  return. 

Our  operating  com- 
panies won't  even  ask  for 
funds  to  improve  opera- 
tions unless  they  expect  a 
high  return  on  capital. 
We  require  that  such  proj- 
ects hold  the  likelihood 
of  achieving  a  discounted 


Leadership  Companies 

As  a  result  of  this  em- 
phasis on  internal  growth, 
our  companies  have  ex- 
panded their  facilities 
and  increased  efficiency 
. .  .with  the  goal  of  main- 
taining quality  while 
lowering  production  costs. 

We've  usually  achieved 
that  goal,  and  the  leader- 
ship positions  of  our  com- 
panies have  strength- 
ened. Lone  Star  Steel 
Company,  for  example, 
is  a  top  producer  of 
tubular  steel  for  the  oil 
industry— we  believe  it  is 
the  most  efficient  pro- 
ducer anywhere. 

Union  Underwear  has 
widened  its  lead  as  the 
world's  largest  producer 
of  men's  and  boys' 
underwear.  And  Acme 
Boot  Company  is  the 
largest  manufacturer  of 
western  and  casual-style 
boots. 

Employee  Growth,  Too 

Our  internal  invest- 
ments have  helped  our 
employees.  And  the  com- 
munities where  they  work, 
too.  General  Battery,  for 
example,  a  leading  sup- 
plier of  automotive  re- 
placement batteries,  has 
grown  from  a  regional 
company  to  one  that  is 
now  national  in  scope. 
But  its  roots  are  still  very 
much  in  Reading, 
Pennsylvania. 

General  Battery  re- 
cently built  its  new  head- 
quarters in  downtown 
Reading,  and  has  two 
automotive  battery  plants 
nearby,  plus  an  industrial 
battery  plant  and  a  motor- 
cycle battery  plant.  It  also 
has  a  lead  smelter,  a  new 
distribution  center,  a 
technical  center,  and  a 
marketing  office. 


The  Reading  facilities 
employ  more  than  1 ,600 
people,  almost  twice  the 
number  of  10  years  ago. 
General  Battery's  payroll 
in  the  area  has  almost 
quadrupled  in  those  10 
years,  to  nearly  $24 
million.  And  it  purchased 
more  than  $28  million  of 
goods  and  services  from 
businesses  in  and  near 
Reading  last  year. 

No  Haphazard 
Acquisitions 

When  you're  doing 
well  with  the  companies 
you  own,  you  can  be 
highly  selective  about 
acquisitions.  To  help  us 
determine  which  com- 
panies are  right  for  us,  we 
formulated  demanding 
standards.  As  a  result, 
we've  acquired  only  four 
companies  since  1968. 
But  they  have  been 
major  and  successful 
acquisitions. 

When  we  include  the 
results  from  these  com- 
panies, the  compound 
annual  growth  in  earn- 
ings per  share  over  the 
past  1 1  years  was  24.9%. 

Our  earnings  have 
moved  up  every  year  for 
the  past  nine,  with  our  net 
earnings  reaching  $150.5 
million,  or  $4.90  per 
share,  in  1978.  And  our 
dividend  rate  has  grown 
from  25  cents  per  share 
in  1971  to  the  current 
rate  of  $2.05. 

If  you'd  like  more  infor- 
mation, write  for  our 
annual  report  or  SEC 
Form  10-K  to  6300  Sears 
Tower,  Chicago,  IL  60606. 


Northwest  Industries, lnG 


1979  Fund  Ratings 


Investment 
Results 


Average 

Latest  1 

2  Months 

Total  Assets 

Annual 

Return 

Return 

Portfolio 

Total 

from 

from 

6/30/79 

%  Change 

Maximum 

Annual 

Avg.  Maturity 

Return 

Capital 

Income 

In 

1979  vs. 

Sales 

Expenset 

(days) 

1968-79 

Growth 

Dividends 

Millions 

1978 

Charge 

Per  $101 

Standard  &  Poor's  500  Stock  Average 

j.j/o 

7  7o/ 

e  10/ 
J.  t  /o 

FORBES  Stock  Fund  Average 

2.0% 

8.4% 

3.8% 

FORBES  Balanced  Fund  Average 

3.5% 

4.8% 

5.7% 

MONEY  MARKET  FUNDS 

/  u 

— 

— 

8.2% 

$  67.4 

155.3 

none 

$0.88 

67 

Money  Market  Management  (started  1/74)  

8.4 

uc  c 

□  j.j 

— Zo.U 

none 

0.99 

27 

7.9 

1  Q 

J.O 

—Id.  d 

none 

0.94 

47 

Moncymart  Assets  (started  6/76)  





8.7 

1  7  U 

Oi  f  .0 

none 

0'82 

54 





8.7 

A  1A  A 

none 

0.67 

39 

NEL  Cash  Management  Account  (started  7/78) 





# 

56.4 

none 

063 
 1 

21 

Oppenheimer  Monetary  Bridge  (started  4/74)... 

8.9 

1  HA  A 
lOO.u 

1  la  A 

none 

0.68 

33 

Paine  Webber  CASHFUND  (started  5/78)  

8.8 

WW// 

1  1/1  1  1 

none 

0.65 

36 

Rowe  Price  Prime  Reserve  Fund  (started  3/76).. 





9.1 

*tjj.y 

D04.0 

none 

0^68 

61 

Putnam  Daily  Dividend  Trust  (started  9/76)  .... 





8.5 

ah  n 

Zo  1  .U 

none 

0.84 

29 

The  Reserve  Fund  (started  11/71)  





8.9 

1   107  A 

zy  1  .y 

none 

0.85 

37 

Scudder  Cash  Investment  Trust  (started  7/76)  . 





8.5 

45.5 

21.7 

none 

0.65 

129 

Scudder  Managed  Reserves  (started  8/74)  

8.7 

389.0 

60,9 

none 

0.68 

45 

Selected  Money  Market  Fund  (started  10/77)  ... 

8.7 

5.3 

120.8 

0.54 

55 

— 

— 

# 

143.5 

— 

none 

NA 

18 

Short-Term  Yield  Securities  (started  5/78)  

— 

— 

8.7 

8.3 

1,975.0 

none 

0.52 

68 

SteinRoe  Cash  Reserves  (started  10/76)  

O.O 

141.7 

193.4 

none 

U.  f\j 

53 

Temporary  Investment  Fund  (started  10/73)  





8.8 

1,961.0 

218.0 

none 

0.43 

24 





8.2 

15.9 

-7.0 

none 

075 

43 

Trust  for  Short  Term  Fed  Sees  (started  10/75)  ... 

— 

— 

8.3 

188.0 

78.7 

none 

0.59 

35 

Union  Cash  Management  Fund  (started  1/77) .. 

— 

— 

8.8 

85.7 

355.9 

none 

0.69 

64 

The  Value  Line  Cash  Fund  (started  4/79)  

m 

w 

4.4 

— 

none 

54 

Whitehall  Money  Market  Trust  (started  6/75) .. 

u  0 

o.y 

91.8 

247.7 

none 

U.Jl 

MUNICIPAL  BOND  FUNDS 

Alpha  Tax  Exempt  Bond  Fund  (started  1/77) .... 

0.1% 

5.6% 

t  1  7 

*+Z.  1 

none 

$1.00 

American  Gen  Munic  Bond  Fd  (started  1 1/76).. 



1.1 

5.7 

17  7 

LI  .1 

4.75% 

0.78 

Bullock  Tax-Free  Shares  (started  2/77)  



2.8 

5.7 

ZU.o 

A  1  ^ 
4  1  .D 

4.75 

1.09 



0.8 

5.9 

37.4 

64.0 

7.50 

075 

Composite  Tax-Exempt  Bd  Fd  (started  1/77)  



0.5 

5.5 

3.3 

13.8 

4.50 

1.03 

DMC  Tax-Free  Inc  Tntst-Penna(started  3/77)  . 

1.7 

5.7 

OKJ.J 

ZD. 3 

4  50 

0.65 

Dreyfus  lax  Exempt  Bond  Fund  (started  10/76) 

-o'l 

6~0 

849.3 

A  1  O 

4o.y 

none 

0.75 

Federated  Tax-Free  Income  Fd  (started  10/76) .. 



0.0 

5.6 

fV.vJ 

1  Q 
—O.J 

none 

1.20 

Fidelity  High  Yield  Municipals  (started  12/77) . 



0.0 

6.4 

183.7 

162.4 

none 

0.65 

Fidelity  Limited  Term  Munic  (started  4/77)  



-0.8 

4.7 

75.8 

6.9 

none 

060 

Fidelity  Municipal  Bond  Fund  (started  8/76)  .... 

-0.7 

5.8 

DO  /  .  U 

D  1 
0. 1 

none 

0.60 

First  Investors  Tax  Exempt  Fund  (started  8/77) 

3^4 

57 

1  7  O 

1  u  1 . 1 

7.25 

0.63 

Franklin  Tax-Free  Income  Fund  (started  2/77).. 



1.2 

6.0 

L.o 

7.25 

1.14 

John  Hancock  Tax  -Exempt  Inc  Tr  (started  1/77) . 



-0.9 

5.5 

15.0 

48.5 

8.00 

0.79 

IDS  High  Yield  Tax-Exempt  Fd  (started  5/79) ... 





# 

13.9 

4.00 

NA 

IDS  Tax-Exempt  Bond  Fund  (started  12/76)  

0.0 

S.7 

lOZ.O 

jU.O 

4  on 

0.61 

Kemper  Municipal  Bond  Fund  (started  4/76) .... 



0^6 

5.4 

^lA  A. 

o.y 

4.75 

0.57 

Mass  Fund  for  Tax  Exempt  Inc  (started  1/78) .... 



0.7 

5.4 

A  Q 

4.y 

/in  n 
4U.U 

4.75 

0.50 

Merrill  Lynch  Municipal  Bd  Fd  (started  1 1/77) . 



-0.1 

5.4 

— o.y 

2.00 

1.00 

MFS  Managed  Municipal  Bd  Tr  (started  10/76) 



3.0 

5.8 

62.6 

24.2 

4.75 

079 

Mutual  of  Omaha  Tax-Free  Inc  (started  1/77) ... 

0.5 

5.6 

1  1  1 

C  Q 

J.O 

 —  

8.00 

n  70 

Natl  Securities  Tax  Exempt  Bd  (started  1 1/76).. 

0.5 

5.9 

1  fi  1 

i  cs.z 

ou.y 

6.00 

0.73 

NEL  Tax  Exempt  Bond  Fund  (started  5/77)  

-07 

6.1 

1  z.u 

O.Z 

4.50 

0.78 

Nuveen  Municipal  Bond  Fund  (started  1 1/76) .. 



2.1 

5.5 

fy.  1 

CO  c 

4.50 

0.75 

Oppenheimer  Tax-Free  Bd  Fd  (started  10/76)  .... 



-0.6 

5.6 

AO  O 

— 4.0 

none 

0.93 

Pennsylvania  Tax-Free  Inc  Tr  (started  2/77)  

— 

2.6 

5.5 

10.4 

14.3 

4.50 

070 

Rowe  Price  Tax  Free  Income  Fd  (started  1 1/76) 

-0.6 

5.3 

240.2 

15.9 

none 

n  £7 

0.0/ 

Putnam  Tax  Exempt  Income  Fd  (started  1 1/76) 

— 

-2.0 

5.8 

37.0 

0.3 

4.75 

0.75 

Scudder  Managed  Munic  Bd  (started  10/76)  

0.7 

5.3 

126.6 

11.4 

none 

074 

Selected  Tax-Exempt  Bond  Fd  (started  10/77) ... 

1.0 

5.8 

2.0 

33.3 

none 

0.41 

SteinRoe  Tax-Exempt  Bond  Fund  (started  2/77) 

1.1 

5.3 

26.7 

11.3 

none 

0.80 

United  Municipal  Bond  Fund  (started  1 1/76)  ... 

0.7 

57 

30.8 

20.8 

4.00 

078 

Vance,  Sanders  Munic  Bond  Fd  (started  3/78) ... 

3.8 

5.6 

3.4 

36.0 

8.50 

0.60 

Warwick  Munic  Bd  Fd  High  Yld  (started  12/78) 

# 

7.0 

none 

0.46 

Warwick  Munic  Bd  Fd  Inter  Tm  (started  9/77) . 

0.2 

5.0 

12.2 

56.4 

none 

0.46 

Warwick  Munic  Bd  Fd  Long  Tm  (started  9/77) . 

0.3 

5.9 

29.8 

159.1 

none 

0.46 

Warwick  Munic  Bd  Fd  Short  Tm  (started  9/77) 

0.0 

3.9 

64.5 

146.2 

none 

0.46 

#  Fund  not  in  operation  for  full  period.  NA  Not  available. 
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The  most  cunning  animal  in  the  forest 
is  struggling  to  survive. 

A  ndyou  think  you  're  out  of  the  woods. 

With  a  diminishing  habitat  and  depletion  of  its  natural  prey, 
the  hungry  fox  is  forced  to  attack  livestock.  In  turn, 
this  animal  is  further  threatened  by  understandably  angry  farmers. 

In  industry,  too,  the  vicious  circle  spins  'round. 
But  you  can  increase  your  plant's  chances  of  survival  just  by 
practicing  the  basic  principles  of  loss  control. 
And  that's  where  Allendale  Insurance  can  help. 
Allendale  Mutual  Insurance  Company,  Allendale  Park, 
Johnston,  Rhode  Island,  02919. 


Allendale  Insurance 


6  Any  computer  company  that 
finances  a  fleet  of  clamboats 
and  helps  market  the  'catch5 
is  more  than  a  computer  company. 


Paul  G.  Miller 

President  and  Chief  Executive  Officer 
Commercial  Credit  Company 


"The  American  Original  Corporation  is  a  leading 
seafood  processor.  So  if  youYe  a  lover  of  seafood, 
chances  are  youVe  enjoyed  their  clams. 

"The  American  Original  Corporation  also  operates 
the  nation's  largest  clamboat  fleet.  Recently,  as 
part  of  an  expansion  program,  they  decided  to 
purchase  an  additional  sixteen  trawlers.  But 
before  these  ships  could  be  added  to  the  fleet, 
they  had  to  be  completely  refitted  for  clamming 
operations.  And  for  the  plant  to  be  able  to  process 
the  additional  catch,  a  major  equipment  instal- 
lation was  required. 

"Ordinarily,  you  don't  look  to  a  computer  company 
to  finance  or  lease  equipment.  But  Control  Data 
is  more  than  a  computer  company. 

"Through  Commercial  Credit,  an  important 


part  of  Control  Data,  we  financed  the  pur- 
chase and  refitting  of  all  sixteen  trawlers. 
We  also  purchased  the  processing  equipment 
and  leased  it  to  the  seafood  company. 

"Another  part  of  Control  Data,  the  Service 
Bureau  Company,  provides  data  processing 
services  for  The  American  Original  Corpora- 
tion—including payroll,  accounts  payable, 
accounts  receivable  and  general  ledger. 

"Through  its  computerized  sales  analysis 
service,  SBC  also  provides  the  seafood  com- 
pany with  a  better  base  for  sound  marketing 
decisions. 

"Financing,  leasing,  data  processing  services 
. . .  just  three  of  the  many  ways  Control  Data 
can  help  a  business,  no  matter  what  its  size!'' 


CONTROL  DATA 
CORPORATION 


More  than  a  computer  company 


How  a  former  professor  runs  a 
railroad  for  fun — and  profit. 


It  couldn't  be 
done,  but 
it  was 

By  Brian  McGlynn 

Anyone  who  starts  a  business  is  just  ignorant  of  the  fact 
that  it  won't  work,"  says  Hugh  Crane,  president  of 
Marion,  Ill.'s  Crab  Orchard  and  Egyptian  Railroad.  Any 
sensible  person  would  have  told  Crane  that  he  couldn't  start  a 
railroad  and  run  it  profitably.  Not  in  this  day  and  age. 

Crane,  37,  a  former  professor  at  Milwaukee  School  of  Engi- 
neering, leans  against  the  wall  of  the  old  commuter  car  that 
serves  as  his  office.  He  lets  a  Forbes  reporter  take  in  the  scene. 
Outside,  a  CO&E  coal-fired  steam  engine  belches  black  smoke 
as  it  prepares  to  make  the  8.5-mile  run  down  the  length  of  the 
short  line's  track,  bringing  a  train  of  truck-trailer  loaded  flat- 
cars  to  the  line's  interchange  with  the  Missouri  Pacific  main 
line.  At  the  side  of  the  track,  next  to  the  terminal  building 
gutted  by  fire  two  years  ago,  a  child  and  his  mother  stand 
watching  engine  No.  17. 

Like  all  children,  the  boy  is  enthralled  by  the  smell,  sight  and 
general  clamor  of  a  steam  engine  getting  under  way.  His 
mother,  though  she  knows  the  soot  will  eventually  come  to 
rest  on  her  carefully  dusted  furniture  at  home,  is  also  well 
aware  that,  without  the  CO&E,  the  factories  and  farms  around 
Marion  would  surely  shut  down. 

The  CO&E  line,  entirely  within  Williamson  County,  was 
part  of  a  spur  owned  by  the  Illinois  Central  Gulf  that  connected 
Marion  with  the  main  line  22  miles  to  the  west  in  Carbondale. 
For  ten  years  before  Crane  took  it  over  in  1973,  the  ICG  had 
been  cutting  back  service.  It  just  didn't  pay  to  dedicate  a  crew 
and  a  train  to  making  the  50-mile  round  trip  from  Marion  to 
the  main  north-south  line  each  day.  Since  there  were  infre- 
quent runs,  manufacturers  preferred  trucks  for  shipping. 

When  Crane  started  the  CO&E,  it  was  as  a  tourist  line — a 
quaint  anachronism  running  camera-  and  child-laden  sightse- 
ers and  railroad  buffs  down  and  back  the  8.5  easternmost  miles 
of  the  spur.  By  1977,  charging  adults  $3.00  a  head,  it  had 
started  to  make  money.  Then  fire  gutted  the  red  brick  depot, 
forcing  Crane  to  try  building  a  freight  business  without  the 
support  of  tourist  profits. 

Crane  remained  "ignorant."  He  convinced  the  city  fathers 
to  buy  the  roadbed  and  tracks  (called  "trackage")  from  the  ICG 
for  $200,000.  He  also  sold  $300,000  in  stock,  partly  for  con- 
struction of  a  link  with  the  MoPac's  main  north-south  freight 
line  running  through  town.  He  still  needed  cars  and  cargo. 

The  cars  proved  to  be  no  problem — Itel,  the  West  Coast 
financial  and  leasing  company,  was  happy  to  take  the  chance. 
Shippers  like  Norge,  the  appliance  manufacturer,  and  Ameri- 
can Fiberlite,  which  makes  canoes,  were  nearby  and  needed  a 
cheaper  way  to  move  their  products.  A  local  grain  elevator 
began  to  use  the  line,  saving  small  farmers  at  least  5  cents  to  7 
cents  a  bushel  over  truck  hauling. 
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In  October  1977  the  freight  operation  got  under  way,  shi] 
ping  15  cars  out  to  the  MoPac  line  in  that  month.  This  yej 
Crane  hopes  to  move  some  2, 100  carloads  in  and  out  of  Marie 
and  by  1981  it  should  climb  to  nearly  5,000.  For  the  line  th| 
year  that  means  revenues  of  about  $201,000  and  net  income  i 
around  $33,000;  by  1981,  revenues  should  reach  near) 
$330,000  and  income  about  $68,000. 

But  the  whole  measure  of  the  CO&E  is  not  in  dollars,  ton 
carloads  or  miles.  "If  you  find  any  town  today  that's  shot,  ha 
no  future,"  insists  Crane,  "it's  because  the  railroad  is  gom 
Creal  Springs,  southeast  of  here,  was  as  big  as  this  town  4 
years  ago.  It's  nothing  now,  because  the  railroad  that  werfnly 
through  it  isn't  there  anymore." 

One  of  the  reasons  for  CO&E's  success  is  its  low  capitif ansror 
needs.  All  it  owns  are  the  two  coal-fired  steam  engines,  tende 
cars  to  carry  fuel,  and  the  once-grand  cars  that  now  serve  i 
offices,  equipment  rooms  and  workshops.  Even  the  coal  : 
bargain  basement — some  comes  from  gob  piles,  the  cast-o  udbuii 
from  once-active  local  mines  shut  down  because  the  coal  i  wv! 
central  Illinois  was  too  "dirty."  But  rain  and  snow  hav  'as 
worked  on  those  piles,  leaching  out  all  the  noncombustible  dii  ae." 
and  the  sulfur  that  so  offends  environmentalists. 

Besides  Crane,  there  is  Herbert  J.  Soberg,  40-year-old  execi 
tive  vice  president  of  operations  and  William  Schreiber,  the  6, 
year-old  vice  president  and  general  manager.  The  titles  appea 
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lily  on  business  cards  and  stationery.  The  dark  green  work 
flirts  and  heavy  construction  boots  these  executives  wear 
(ansform  them  into  engineer,  fireman,  brakeman  or  any  other 
jile  as  needed  to  assist  the  four-man  train  crew  on  the  payroll. 
I  Born  in  Chicago,  Soberg  met  Crane  through  a  scale-model 
j  ilroading  club  in  that  city's  suburbs  about  ten  years  ago.  Both 
jid  built  working  steam  engines,  some  10  feet  to  15  feet  long. 
|iys  Soberg:  "Once  [Crane]  had  the  feasibility  study  done  and 

is  sure  it  would  work,  he  sprang  the  idea  for  the  CO&E  on 
|e."  It  took  Soberg  three  hours  to  decide  to  chuck  his  old  job 

supervisor  of  a  Lowrey  Organ  manufacturing  unit.  "I've  got 

louse  in  the  country  now  on  an  acre  of  land,"  says  Soberg. 
I've  got  my  privacy.  I'd  never  have  that  in  Chicago." 

"They"  said  it  couldn't  be  done,  but  it  could — and  it  was.  H 


CO&E's  old  No.  17  and  President  Hugh  Crane 
Built  in  1940  by  the  Canadian  Locomotive  Co.,  the  biggest 
of  CO&E's  three  engines  is  still  pulling  strong.  It  would  be 
dwarfed  by  some  of  the  400-ton  giants  of  the  past  but  it 
pulls  hard  enough  far  the  COSbE  and  the  economy  of  Mar- 
ion, and  still  fascinates  young  and  old  alike. 
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Leonard  Shane  brings  folksy  promotion  and 
daredevilry  to  the  California  banking  scene 
with  his  Mercury  Savings  and  Loan. 


Banking  as 
theater 


By  Howard  Rudnitsky 


Tin:  S&L  husinkss  is  no  different 
than  the  supermarket  business/' 
says  Leonard  Shane,  57,  ehairman 
of  California's  Mereury  Savings  and 
Loan  Association.  "The  faster  you  turn 
over  your  inventory  the  better  return  you 
get  on  your  equity." 

If  you  thought  that  the  savings  and 
loan  business  was  strictly  a  financial 
business  you  don't  know  southern  Cali- 
fornia and  you  don't  know  Leonard 
Shane,  a  burly  former  financial  writer 
who  in  just  15  years  has  built  a  $601) 


million  (assets)  outfit  from  scratch  and 
has  become  rich  in  the  process. 

In  1964,  when  he  was  already  42, 
Shane  opened  his  first  office  in  Buena 
Park,  Calif.,  taking  in  $2  million  in  de- 
posits. Today  Mercury's  13  offices  have 
over  $400  million.  They  netted  $47  mil- 
lion in  the  last  six  months,  more  than  in 
all  of  1978 — making  Mercury  one  of  the 
fastest-growing  S&Ls  in  the  land.  Shane 
and  his  family  own  about  500,000  of 
Mercury's  3.45  million  Amex-listed 
common  shares;  at  recent  prices  (around 
10)  they're  worth  $5  million — a  nice  re- 
turn on  an  investment  of  $400,000. 


Mennrx  Chairman  bednard  Shane 

Cm  \-n  a  livings  and  l«an  lik-r  you  run  a  supermarket? 


I  ID 


Leonard  Shane  isn't  your  typical  coi 
servative  banker.  He  began  his  career  i 
a  UPI  financial  writer  in  Chicago.  In  tH 
late  Forties  he  started  a  West  Coast  bus) 
ness  program  for  ABC  radio,  then  ran 
successful  marketing  consul  tingbusinei 
for  financial  institutions  until  he  "r 
tired"  in  1961  at  the  age  of  40.  He  spei 
two  years  as  the  $300-a-year  president  J 
the  Los  Angeles  Recreation  &  Parks  Di 
partment,  where  the  contacts  and  expi 
rience  from  letting  contracts  for  projec 
like  the  $10  million  Los  Angeles  Zc 
didn't  hurt.  In  1963  he  gathered  togeth< 
20  investors  who  would  later  help  (j 
start  Mercury  with  $2  million  in  capita] 

From  the  start,  Shane  took  the  vie] 
that  everything  starts  with  deposits;  g« 
them  flowing  in  and  they'll  push  ever] 
thing  else  along.  To  get  deposits,  Shari 
uses  Mercury's  smallness  to  personalia 
its  services.  He  hires  schoolteachers  j 
about  $5  an  hour  as  part-time  "saving 
counselors"  to  hand  out  free  pens  an 
maps  door-to-door  and  to  persuade  sul 
urbanites  to  stop  by  the  local  Mercuii 
branch  and  pick  up  free  personalizd 
memo  sheets. 

To  obtain  the  sheets  you  have  to  maW 
two  trips  to  the  brancb.  There's  no  seU 
no  lines — customers  are  all  seated,  somj 
times  with  a  cup  of  coffee.  Most  pcopj 
feel  pretty  guilty  accepting  kindness  liM 
this  without  doing  something  in  returt 
Shane  claims  that  within  90  days,  abou 
30%  to  35%  of  all  memo-sheet  recip 
ents  wind  up  with  an  account.  All  th  " 
costs  less  than  1%  of  Mercury's  net  sal 
ings  gain  each  year,  well  below  wh; 
most  S&Ls  spend  on  traditional  mecfi 
advertising  (which  Shane  avoids). 

He  also  knows  how  to  put  the  monej 
to  work.  Shane  sells  most  of  Mercury) 
mortgages  into  the  secondary  markq 
without  delay,  and  quickly  relends  at  tc 
day's  higher  rates.  He  makes  construi  ■ 
tion  loans  to  builders,  then,  once  th  I 
properties  are  built,  permanent  loans  t  I 
buyers;  thus  he  gets  fees  and  interei  I 
each  time.  In  fact,  last  year  loan  origins  I 
tion  fees  were  $6.2  million  rs.  $1.8  mi  I 
lion  in  1975.  Through  joint  venture  I 
with  builders  Shane  earned  another  $  I 
million  last  year. 

Mercury  also  sells  an  undivided  inte  | 
est  in  its  loans — usually  about  90%-\ 
mainly  to  the  Federal  Home  Loan  Mori 
gage  Corp.  or  to  other  S&Ls,  banks  an) 
pension  funds.  Turnover.  The  groceit 
store.analogy:  The  cans  of  peas  turn  ovc 
with  dizzying  speed. 

Shane  uses  $4  of  debt  for  every  $1  tj 
equity  as  compared  with  the  more  typ 
cal  California  S&L's  $2  to  $1.  Is  he  woi 
riedi1  "What  would  you  like  us  to  do!"'  h 
huffs.  "Issue  a  lot  more  stock  and  dilut 
our  earnings  per  share?  I  don't  see  whci 
we're  taking  any  real  risks  with  this  kin 
of  capital  structure.  We're  doing  what  w 
should  be  doing— turning  over  our  loan 
rapidly.  That  requires  less  capital." 
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Helping  Ilic  Goose  Produce. 


Profitable  business  is  the  goose 
that  lays  the  golden  egg.  In  South 
Carolina^  we're  committed  to  helping 
the  goose  produce.  We  always  have 
been. 

Back  when  dollars  were  hard  to 
find,  we  scrimped  and  scraped  to 
build  America's  most  advanced 
employee  training  program.  When 
times  were  tough,  we  went  the  extra 
mile  to  establish  tax  incentives  to 
help  industry  grow.  When  other 
states  were  accumulating  debt*  we 
stuck  to  our  constitutionally 
mandated  balanced  budget. 

Now  other  states  are  beginning 
to  offer  some  of  the  "relocation 
incentives"  we've  been  offering  all 
along.  But  as  business  has  found 
before... government  incentives  can  I 
be  here  today  and 
gone  tomorrow.  ^ 


What  counts  is  attitude, 
stability,  commitment... the  things 
which  haw  always  made  South 
Carolina  different.  The  intangibles 
which  no  government  can  change. 

In  the  fable,  impatience  and 
greed  killed  the  goose  that  laid  the 
golden  egg.  And  in  many  places,  they 
still  do.  But  not  in  South  Carolina. 
Being  good  for  business  is  in  our 
blood.  It  always  has  been.  It  always 
will  be. 

South  Carolina 


Write  or  call  the  professionals  at  the  South  Carolina  State  Development  Board,  Robert  E.  Leak,  Director, 
Suite  103,  P.O.  Box  927,  Columbia,  South  Carolina  29202  (803)  758-3145.  TWX  810-666-2628. 


How  quickly 
can  your  company's  reputation 

turn  negative? 


As  quickly  as  tomorrow's  newspapers. 


You  know  only  too  well.  Just  one  well-publicized 
problem  can  seriously  hurt  your  company's  rep- 
utation among  millions. 

You  know  also  that  people  can  buy  a  prod- 
uct without  giving  much  thought  to  the  com- 
pany that  makes  it.  Until  they  have  a  reason. 

And  if  the  reason  is  negative,  it  can  have  the 
lasting  impact  of  a  first  impression. 

But  if  the  public  already  has  a  good  impres- 
sion of  your  company,  one  negative  won't 
change  it.  We  mean  a  positive  impression  built 
before  problems  come  up,  by  good  products  and 
service,  by  responsible  corporate  actions... and 
by  corporate  advertising. 

Knowing  all  this,  many  companies  now  use 
this  logic... 

1.  The  time  to  make  friends  is  before  you 
need  them. 

2.  You  never  know  where  you  will  need 
friends  tomorrow. 

3.  Corporate  advertising  should  seek  to 
make  friends  everywhere— among  millions. 

4.  You  stand  the  best  chance  of  making 
friends  among  reasonable  open-minded  people. 


5.  Especially  when  you  catch  them  in  a 
friendly  mood,  prepared  to  believe  what  you  say. 

The  conclusion.  Run  your  corporate  adver- 
tising in  Reader's  Digest. 

(Traditional  corporate  media  talk  mainly 
to  other  businessmen.They  don't  need  to  be 
convinced.) 

The  Digest  goes  into  over  18  million  homes 
...reaching  more  than  one  out  of  every  four 
families.  It  guarantees  you  the  kind  of  reach  that 
TV  can  only  claim. 

And  The  Digest  goes  to  reasonable,  open- 
minded  people  who  are  ready  to  feel  friendly 
toward,  and  believe,  companies  that  come  into 
their  homes  with  The  Digest. 

Which  explains  why  so  many  companies 
regularly  use  Reader's  Digest  for  their  corporate 
advertising. 


Reader's  Digest 

The  place  lo  make  friends  for  your  company 


In  times  of  prosperity  like  the  past  few 
:ars  this  kind  of  leverage  really  pays  off. 
.ercury  earned  a  return  of  33%  last  year 
1  stockholders'  equity,  compared  with 
ie  18%  or  so  return  of  the  typical  pub- 
:ly  owned  S&L. 

But  the  promotion-minded,  leveraging 
lane  was  badly  burned  in  1974.  He  then 
id  about  $190  million  in  assets,  less 
ian  a  third  of  today's  levels.  When  in- 
rest  rates  were  at  their  peak,  he  was 
ddled  with  lots  of  fixed  commitments 
i  builders  at  lower  rates.  He  swallowed 
ird  and  honored  every  last  one.  "It  was 
ie  of  the  proudest  things  I've  ever 
me,"  he  says.  "It  was  our  finest  hour, 
lien  building  came  back  we  had  some 
etty  grateful  builders  who  came  to  us 
j|t." 

The  contractors  may  have  been  grate- 
1,  but  most  of  Shane's  stockholders 
ere  sore  as  hell.  Earnings  were  nearly 
iped  out  for  1974  and  Mercury  ran  a 
ificit  one  quarter.  Its  shares  plummeted 
om  10%  in  1973  to  IV*  in  1974.  Now 
lane,  like  other  S&Ls,  no  longer  makes 
xed-rate  commitments.  He  buys  mon- 
'  at  short-term  rates  and  has  variable 
ortgages  to  hedge  on  the  lending  side. 
To  be  sure,  like  everyone  else  during 
e  last  12  months  Mercury  has  become 
uch  more  dependent  on  costly  six- 
onth  T-bill  certificates.  Thus,  despite 
s  sharp  inflow,  its  cost  of  savings  rose 
ster  in  the  June  30  quarter  than  the 
tes  at  which  loans  were  made.  Result: 
irnings  were  off  by  nearly  9%  from  last 
:ar's  record  results.  But  it  appears  that 
e  benefits  of  lower  money  rates  may 
ime  in  the  third  quarter.  With  short- 
rm  rates  probably  having  peaked,  the 
>reads  may  begin  widening  again.  Mer- 
lry— with  sharply  higher  levels  of  sav- 
gs — should  have  little  trouble  lending 
ie  money  even  in  a  gradually  shrinking 
:alty  market.  Most  analysts  expect  Mer- 
iry  to  come  within  10%  of  equaling  last 
bar's  record  $2.27  a  share  (adjusted  for  a 
p>  stock  dividend)  and  pay  50  cents  in 
ish  dividends. 

But  what  happens  in  a  sharp  reces- 
on — in  a  collapse  of  both  new  construc- 
lon  as  well  as  values  in  existing  real 
ptate?  Mercury  also  has  over  20%  of  its 
etax  earnings  locked  into  real  estate 
int  ventures.  Every  S&L  would  be  hurt, 
lit  Mercury  more  than  most  because  it's 
uch  more  leveraged. 
The  fact  is,  the  Shane  formula  depends 
l  the  assumptions  that  southern  Cali- 
•rnia's  booming  economy  may  with- 
:and  the  recession  better  than  other 
eas,  and  that  T-bill  certificates  will  do 
ie  job  for  which  they  were  intended — to 
ep  the  S&Xs  from  experiencing  a  sharp 
inoff  of  deposits  as  investors  turn  to 
gher-yielding    instruments    such  as 
loney  market  mutual  funds.  Those  as- 
amptions  seem  fairly  reasonable  so  far. 
ut  even  in  sunny  California,  the  good 
mes  may  not  roll  forever.  ■ 


The  smoke  detector  business  is  one  whose  time 
has  come.  And  gone. 


Better  luck 
next  time 


When  they  were  first  introduced 
on  the  market  back  in  1971, 
smoke  detectors  looked  like  the 
perfect  business  to  get  into.  These  small, 
plastic  covered,  screw-into-the-wall  pho- 
toelectric and  ion  devices  were  simple  to 
make,  and  since  they  offered  home  own- 
ers unprecedented  on-site  fire  protec- 
tion, the  demand  was  sure  to  be  there. 
And  it  was.  From  50,000  units  sold  in 
1971,  the  market  quickly  grew  to  a  10- 
million-unit-a-year  business  by  1978, 
worth  more  than  $100  million. 

But  that's  only  half  the  story.  Because 
the  business  looked  so  good,  dozens  of 
producers  flooded  the  market,  cutting 
prices  ferociously  as  they  entered  to  gain 
market  share.  The  average  retail  price  for 
smoke  detectors  fell  from  $50  when  they 
were  first  introduced  to  under  $15  today. 
Then  last  year  the  market  stopped  grow- 
ing. That  convinced  more  than  20  com- 
panies, including  Gillette,  to  call  it  quits, 
leaving  only  four  major  producers — 
Pittway  Corp.,  General  Electric,  Hon- 
eywell and  Wells  Fargo.  And  none  of 
them  are  making  smoke  detector  profits 
worth  talking  about. 

What  we  have  is  a  textbook  case  of  an 
attractive  product  speeding  through  its 
normal  life  cycle,  says  Neison  Harris, 
president  of  Pittway,  the  $255  million 
(sales)  Chicago  conglomerate  which  ac- 
counts for  a  third  of  all  smoke  detector 
sales.  Executives  like  Harris  realize  that 
the  industry  has  reached  a  saturation 
point  where  conservatively  25%  to  30% 
of  American  households  already  own  one 
or  more  smoke  detectors.  Harris  does 
say,  "There  are  still  a  lot  of  smoke  detec- 
tor sales  to  be  made."  Many  states,  for 
example,  have  made  them  mandatory  in 
new  housing  and  Boston  will  require 
them  in  all  residences  by  1981.  Other 
manufacturers,  however,  are  even  less 
optimistic  and  are  forecasting  a  falloff  to 
8  million  unit  sales  a  year  by  1983. 

Harris  says  Pittway  is  still  making 
money  on  its  smoke  detectors  and  has 
no  plans  to  quit  the  business.  But  it  can't 


GE's  Home  Sentry  Smoke  Alarm 

Phttttt  

be  making  much,  given  that  it  is  spend- 
ing $8  million  a  year  just  to  advertise  its 
First  Alert  smoke  detector.  (In  contrast, 
Pittway's  biggest  competitor,  GE,  says 
its  advertising  budget  for  smoke  detec- 
tors has  "drifted  downward"  since  1976.) 
That  may  help  explain  why  Pittway's  net 
income  fell  to  $23  million  last  year  from 
$30  million  in  1977. 

The  best  bet  is  that  Harris  is  now 
using  Pittway's  smoke  detectors  as  ice- 
breakers for  a  hopefully  slower-growing 
but  more  profitable  market  in  a  new  gen- 
eration of  home  security  devices — bur- 
glar alarms.  The  new  intrusion  devices, 
as  the  industry  prefers  to  call  them, 
should  be  in  the  department  stores,  dis- 
counters and  hardware  chains  by  the  fall, 
with  price  tags  ranging  from  $40  to  $150. 
Says  one  eager  executive,  "The  smoke 
detector  has  led  the  consumer  into  home 
security  awareness.  Now  he  is  ready  to 
accept  these  new  devices." 

What's  to  prevent  intrusion  devices 
from  succumbing  to  the  same  price-cut- 
ting fate  that  befell  smoke  detectors? 
Says  Pittway's  Harris:  "We're  talking 
about  an  average  $100  installation  com- 
pared to  a  $30  installation.  Intrusion  de- 
vices won't  be  as  easy  to  sell  as  smoke 
detectors,  but  at  higher  prices,  if  only 
10%  of  the  75  million  U.S.  family  dwell- 
ings respond,  that  means  a  $750  million 
market  with  lots  of  growing  room."  ■ 
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Today's  Bunker  Ramo 
is  making  bad  checks  a  lot 
easier  to  spot  and  a  lot 
harder  to  pass. 


Some  people  will  always  try 
passing  a  bad  check.  But  if  the 
outlet  where  they  try  to  cash  it  has 
one  of  our  Financial  Transaction 
Terminals,  all  they'll  get  will 
be  a  big  fat  "no." 

That's  why  financial  institutions 
coast  to  coast  are  making  these 
terminals  available  to  supermarkets, 
restaurants  and  stores  for  check 
verification,  check  guarantee, 
credit  card  authorizations, 
withdrawals,  transfers,  and  the  like. 
For  merchants,  the  safe  acceptance 
of  checks  and  other  non-cash 
vehicles  helps  build  sales  volume. 
For  consumers,  the  almost 
instantaneous  okay  means  shorter 
lines  and  fewer  problems. 


Today,  Bunker  Ramo  is  a  major 
producer  of  the  data  terminals  and 
minicomputers  that,  together, 
comprise  the  information  systems 
widely  used  by  commercial  banks, 
thrift  institutions,  insurance 


companies,  and  brokerage  houses. 
In  addition,  through  our  well-known 
Amphenol"  connectors,  we  have  a 
leading  position  in  the  aerospace 
and  aircraft  industries,  a  strong 
foothold  in  telecommunications, 
and  a  growing  role  in  fiber  optics. 

Most  important,  we  are  a 
company  with  a  reservoir  of  high 
technology,  a  solid  base  of 
innovative  products,  and  a  strong 
management  team. 

Which  is  why  today's  Bunker 
Ramo  is  a  company  that's  on  the 
move.  For  our  latest  financial 
reports,  write  Bunker  Ramo 
Corporation,  Dept.  FR,  900 
Commerce  Drive,  Oak  Brook, 
Illinois  60521. 


BUNKER 
RAMO 


Nashua  Corp.  has  done  well  by  riding  other 
peoples  coattails,  but  what  happens  when  it 
goes  out  on  its  own? 


Cutting  the 
umbilical 


By  John  Merwin 


WHILE  DRIVING  TO  WORK  each 
morning  in  Nashua,  N.H.  Wil- 
liam E.  Conway  might  get  a 
chuckle  if  he  read  the  state's  motto,  em- 
bossed on  license  plates  ahead  of  him. 
"Live  Free  or  Die,"  the  motto  says,  a  bit 
of  early  American  patriotic  fervor.  These 
words,  however,  have  a  more  modern 
meaning  today  for  Conway,  53,  current 
president  of  Nashua  Corp. 

Nashua,  which  has  been  making  heaps 
of  money  selling  Japanese-made  copiers 
in  Europe,  Australia,  Central  and  South 
America,  is  being  forced  to  free  itself 
from  its  Japanese  supplier,  Ricoh,  just 
when  things  are  going  magnificently. 
Now,  it  must  set  up  its  own  copy  ma- 
chine assembly  lines,  organize  a  U.S. 
sales  force  and  wade  into  the  tough  desk- 
top copier  business,  facing  hardball  play- 
ers like  Xerox,  Savin,  Canon  and  Sharp. 

Nashua,  a  75-year-old  company  that 
got  its  start  making  bread  wrappers  and 
playing  cards,  isn't  used  to  such  hand-to- 
hand  combat.  For  years  Nashua's  impres- 
sive profits  have  stemmed  from  a  not-so- 
subtle  secret.  Through  the  Sixties  and 
Seventies  Nashua  made  a  handsome  liv- 
ing by  moseying  along  behind  techno- 
logical giants  Xerox,  3M,  IBM  and  East- 
man Kodak,  picking  off  pieces  of  their 
businesses.  Let  them  take  the  technologi- 
cal risks  and  spend  the  big  money.  Nash- 
ua piggybacked  its  way  into  their  busi- 
nesses. The  strategy  has  worked  beauti- 
fully for  Nashua,  a  company  so 
conservative  that  its  top  four  executives 
share  one  secretary  and  work  out  of 
dowdy  offices  unremodeled  in  20  years. 

When  Xerox,  Kodak  and  3M  came  out 
with  the  first  office  copiers,  Nashua,  al- 
ready producing  coated  papers,  devel- 
oped copy  paper  and  other  related  sup- 
plies to  sell  to  the  skyrocketing  number 
of  new  machine  owners.  Why?  Because 
the  big  money  is  in  selling  not  the  ma- 
chine, but  the  needed  supplies — paper, 
toner,  drums,  etc.  (Over  time,  profits 


Nashua  President  William  E  Conway 
Talcing  on  Xerox,  Savin,  Canon,  Sharp. 

from  supply  sales  far  exceed  the  one-time 
profit  from  the  actual  machine  sale.)  Lat- 
er, when  Japan's  Ricoh  Co.,  Ltd.  began 
producing  the  first  reliable,  low-cost, 
desk-top  copier,  Nashua  was  right  there 
to  take  over  the  sale  of  Ricoh's  machines 
outside  the  U.S.  and  Japan. 

What's  more,  when  the  computer  busi- 
ness mushroomed,  Nashua  developed 
memory  components  for  sale  to  IBM  ma- 
chine users.  And  while  Kodak  was  enjoy- 
ing the  healthy  amateur  photography 
market,  Nashua  tagged  along  with  a 
mail-order  photo-processing  service. 

Hardly  a  daring  strategy,  but  a  profit- 
able one.  Except  for  1975-76,  when  the 


tali  < 


company  was  overextended  with  ti 
bles  in  its  copier  and  computer  divisici 
Nashua's  earnings  have  risen  impress 
ly,  from  $1.57  a  share  in  1969  to  $4.S 
share  last  year,  while  its  revenues  h 
climbed  from  just  over  $100  milliorj 
$509  million.  Except  in  those  two 
years,  it  has  never  averaged  less  t 
16%  on  stockholders'  equity.  Desjl 
heavy  expenditures  for  the  copy  machj 
business,      1979     first-half  earni] 
climbed  to  $2.80  per  share  from 
year's  $2.40. 

But  back  to  the  state  motto,  "Live  R  r 
or  Die."  Ricoh,  which  manufactures  i 
chines  sold  by  Savin  in  the  U.S.  and 
Nashua  in  much  of  the  rest  of  the  wo 
apparently  wants  not  only  the  manuf 
turer's  profit,  but  also  the  distribute  itei 
Believing  Ricoh  might  not  be  a  relia 
manufacturing    source    much  lonj 
Nashua  decided  to  build  its  own 
chines  in  New  Hampshire.  "We  rej 
didn't  have  any  choice,"  Conway  o 
cedes  in  his  heavy  New  England  acc« 
Conway,  who  sports  a  military-sh 
haircut  as  befits  a  Naval  Academy  gra< 
ate,  admits  he's  steering  Nashua  into 
copy  machine  production  business  ji 
as  it's  getting  rough 

So  now  Nashua,  the  super  marke 
and  tag-along  artist,  suddenly  finds  it! 


flat 
i\ 
my 
riori 
Sal< 


in  the  manufactuiing  business,  squar 

am 


facing  a  host  of  aggressive  Japanese  ma  ; 
ufacturers  and  America's  strongi 
Xerox.  The  task  is  formidable,  especia|ant 
when  one  considers,  for  instance,  tl 
Xerox'  $380  million  research  and  dev 
opment  budget  for  this  year  will  eq) 
about  two-thirds  of  Nashua's  total  salt  usu 

Perhaps  just  as  frightening  is  the  c 
throat  competition  developing  in 
$2,000-to-$6,000  low  end  of  the  cop 
market,  where  Nashua  is  jumping  in. 
First  Manhattan's  Brian  Fernandez  pi 
it,  "The  cherry-picking  phase  is  ove 
Not  only  are  the  aggressive  Japan* 
manufacturers    fighting    for    busine  v. 
(Sharp  and  Canon  are  the  largest),  Xei 
is  stretching  down  from  its  lofty  heigh 
In  April  Xerox  raised  prices  on  all  of 
copiers  except  its  then  least-expensi  uti 
$4,295  entry.  A  subtle  hint,  perhaj 
Then  in  May  Xerox  introduced  a  $3,7 
machine.  It's  working — Xerox'  low 
sales  are  accelerating  rapidly. 

Another  red  flag:  Fernandez  estimat 
that  worldwide  production  capacity 
copiers  will  more  than  double  in  the  ne 
two -years,  which  might  throw  the  indi 
try  into  overcapacity  as  recession  sets 
and  the  normal  15%-to-20%  sales  gai 
begin  to  slow.  Just  back  from  a  Europe 
trip,  Fernandez  reports  that  price-cutti 
and  distributor  brand-switching  in 
low-end  market  is  already  starting  ther 
Dataquest,  a  Cupertino,  Calif,  researi 
firm,  estimates  that  Savin  leads  the  lo 
end  U.S.  market  in  new-machine  plac 
ments,  followed  by  Xerox,  Sharp  ai 
Canon.  Now  Nashua  is  leaping  into  t 
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mestic  market  with  its  own  ma- 
ines,  as  is  Savin,  which  is  acquiring  a 
mestic  manufacturer  to  eventually  re- 
ice  its  Ricoh  source.  What's  more,  in 
?eral  years,  giant  Ricoh  is  likely  to  be 
ling  its  own  machines  in  the  U.S. 
[n  its  usual  cautious  way,  Nashua  cut  a 
al  with  Ricoh  allowing  Nashua  to  con- 
lue  buying  Ricoh  copiers  for  several 
ars,  as  it  gradually  increases  its  own 
eduction  in  New  Hampshire.  The  ma- 
problems  are  quality  control  and  de- 
ti.  Nashua  is  trying  to  emulate  the 
>anese    manufacturers'  remarkable 
lality  control  methods,  in  hopes  of  pro- 
icing  competitive  machines.  But  if 
ashua  does  produce  a  reliable  machine, 
e  company  is  bound  to  be  sued  for 
tent  infringement,  probably  by  Savin, 
hich  holds  a  number  of  patents  on  low- 
id  copier  technology. 
Outside  the  U.S.,  Nashua's  existing 
les  and  service  forces  are  awaiting  the 
:w  machines.  The  first  model,  retailing 
$2,945,  was  introduced  in  July.  If 
jashua  can't  produce  a  reliable  copier  to 
place  the  Ricoh  machines  currently 
Id  by  its  foreign  sales  reps,  the  com- 
iny  will  be  in  big  trouble  in  its  top- 
iority  foreign  markets. 
Sales  in  the  U.S.  will  be  more  difficult 
r  Nashua,  where  it  has  no  marketing 
ganization.  Currently  Nashua  is  trying 
line  up  independent  dealers,  especially 
vin  dealers.  For  the  moment  Nashua 
n  offer  Savin  dealers  a  less  expensive 
>pier  than  can  Savin,  but  not  for  long — 
vin  is  developing  a  similar  machine. 
Although  the  low  end  of  the  copier 
isiness  is  the  easiest  place  to  jump  in, 
s  also  the  most  treacherous.  Conway 
nphasizcs  that  Nashua  will  climb  up- 
ale  quickly,  adding  midpriced  ma- 
piines,    around    $10,000    to  $15,000, 
here  margins  are  fatter,  competition 
n't  so  vicious  and  the  supply  business  is 
letter.  Archrival  Savin  is  already  there, 
id  others  are  headed  that  way. 
But  Nashua  is  no  patsy.  Conway 
)ints  out  that  the  company's  other 
usinesses,  coated  papers  and  tape,  com- 
iter  products  and  office-supply  prod- 
ts,  are  generating  plenty  of  cash  to 
nance  the  copy  machine  production. 
By  next  fall  we'll  have  some  indications 
how  we're  doing,"  Conway  suggests, 
n  early  1980,  with  a  few  more  models 
ut,  I  think  we'll  be  dispelling  the  wor- 
es  of  our  doubting  Thomases."  If  Con- 
ray  is  right,  then  Nashua,  selling  its  own 
opy  machines,  will  continue  having  ex- 
ellent  entree  to  the  lucrative  supply 
usiness  and  should  rake  in  even  more 
loney.  If  he's  wrong,  Nashua's  days  as  a 
op-profit  company  may  be  numbered. 

Wall  Street  isn't  quite  so  sure.  Nashua 
tock,  at  22,  sells  for  only  4.5  times  last 
ear's  earnings,  even  though  it  is  sup- 
orted  by  a  $1 .30  dividend.  Savin's  P/E  is 
How  about  Xerox?  No  doubters  there: 
sells  for  10  times  earnings.  ■ 


NAR:  Performance  That 
Reflects  Commitment 


North  American  Royalties,  Inc., 
a  company  with  roots  more  than 
113  years  deep  in  the  indus- 
trial South.  A  company  committed 
to  the  future  through  perfor- 
mance. 

NAR's  two  divisions,  continuing 
to  meet  the  needs  of  the  American 
people. 

The  Oil  and  Gas  Division,  ex- 
ploring, developing  and  producing 
new  energy  sources  on  the  North 
American  Continent. 

The  Wheland  Foundry  Division, 
making  grey  iron  castings 
in  strong  demand  by  the 
American  automotive  in- 
dustry. 

Operational  perfor- 
mance in  both  divisions, 
reflecting  a  solid  six- 


year  pattern  of  growth  in  revenue 
and  earnings. 

Corporate  headquarters,  housed 
in  a  cluster  of  restored  historic 
structures,  putting  the  best  of  the 
past  to  good  use  for  the  future. 
A  golden  dome  and  American  flag, 
visible  throughout  the  company's 
home  city  of  Chattanooga,  Ten- 
nessee, proudly  proclaiming  NAR's 
belief  in  its  country  and  the  free 
enterprise  system. 

North  American  Royalties,  a 
company  whose  record  of  per- 
formance reflects  its  commitment 
to  the  future. 


For  more  information 
and  an  annual  report  write 

Corporate  Communications 
North  American  Royalties,  he. 
Chattanooga,  Tennessee  37402 


Listed  on  the  American  Stock  Exchange  and  the  Pacific  Coast  Stock  Exchange  (Symbol:  NAR) 
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Statistical  Spotlight 


How  much  are  the  airlines'  aircraft  worth? 
Usually  more  than  their  stock. 


Supersaver  prices 


The  airlines  haven't  had  to  work  very 
hard  to  convince  people  that  flying 
across  the  country  for  $108  is  a  bargain. 
But  they  haven't  been  able  to  convince 
investors  that  their  stocks  are,  too.  A 
pity.  The  stocks  could  be  a  better  bargain 
than  the  fares. 

Admittedly,  the  industry  today  faces 
big  problems — cut-rate  fares,  soaring  fuel 
costs,  impending  recession  and  strikes. 
But  if  asset  value  has  any  meaning,  many 
of  these  stocks  are  still  bargains.  Michael 
Derchin  and  Bert  Fingerhut  of  Oppenhei- 
mer  &  Co.  have  looked  beyond  book 
value  and  figured  how  much  the  airline 
fleets  are  worth  in  terms  of  what  used 
aircraft  bring  in  today's  market.  The  fig- 
ures are  revealing:  Aircraft  carried  on  the 
industry's  books  at  $6.9  billion  are  worth 
$13  billion!  Not  only  that,  but  with  the 


prices  of  new  planes  increasing  at  a  rapid 
rate,  some  analysts  think  that  the  value 
of  the  planes  could  increase  another  10% 
to  15%  this  year.  And  the  new  equip- 
ment, too,  will  probably  increase  in  value 
with  inflation  just  as  the  older  equip- 
ment has. 

In  addition,  most  of  the  airlines  are 
highly  liquid.  American  alone  has  more 
than  $18  a  share  in  cash;  UAL  has  more 
than  $23  a  share  in  cash.  To  be  sure, 
much  of  this  cash  will  be  dissipated  in 
the  next  few  years  as  the  airlines  buy 
new  planes,  but  it's  nice  to  know  that 
most  of  the  expansion  can  be  paid  for  out 
of  cash  on  hand  and  cash  flow. 

Only  last  month  Air  Canada  ordered  a 
fleet  of  Boeing  767s  for  delivery  in  the 
mid-1980s.  The  average  price:  nearly  $40 
million  each.  By  comparison,  in  the  early 


Seventies  a  Boeing  747  cost  around  $j| 
million  and  today  is  carried  on  the  boo|[ 
at  $13  million.  Its  replacement  cq| 
would  probably  be  around  $45  million 
$55  million.  And  planes  being  phasu 
out,  like  the  Boeing  707s  and  McDonnal 
Douglas  DC-8s,  have  a  nice  resale  valq| 
Last  year  some  $93  million  worth 
these  older  planes  were  sold  at  an  averajl 
price  of  some  $1.5  million.  Unlike  o|[ 
plants,  airplanes  have  residual  value  ar| 
are  salable. 

Airlines  being  sought  in  tender  offell 
command  prices  well  above  current  ma| 
ket  values.  Take  National  Airlines, 
shares  were  selling  at  around  20  whdl 
the  first  tender  offer  was  made.  Noil 
they  are  around  50.  Are  the  bidders  oval 
paying?  Maybe,  but  National's  restate! 
book  value  is  more  than  $75  a  sharl 
When  rumors  spread  late  last  month  th;| 
Continental  Airlines  might  be  a  takeov<[ 
candidate  its  stock  came  to  life,  spurtirj 
nearly  40%  in  a  week.  Even  then  it  wal 
still  selling  at  only  about  25%  on  trjl 
dollar  in  terms  of  its  restated  asset  value! 

It  is  no  wonder  that  merger  or  taki| 
over  rumors  send  the  stocks  up. 

Are  the  values  of  the  airline  fleets  nl 
alizable?  Not  all  at  once,  of  course,  bul 
the  pull  of  value  is  there.  Unless  trjl 
industry  can  earn  a  better  return  on  thesl 
assets  than  it  has  in  the  past,  we  coujl 
well  see  some  liquidation  or  partial  liquil 
dation  of  airlines.  It  may  never  happei)| 
but,  meanwhile,  year  after  year,  their 
resale  value  goes  up  and  up.  ■ 


Total 
number 

of 
planes 

Airline — Major  segments  of  fleet 

Stated 
book  value 
per  share* 

Estimated  market 
value  of  equipment 
total*  per 
(mil)  share 

Cash  and 

equiv 
per  share 

Long-term 

debt 
per  share 

Recent 

price 

Pnce  range 
1978-79 

Latest 
12-month 
EPS 

Price/ 
earnings 
ratio 

168 

American— 56  B727-100, 
32B707-100B, 
31  B727-200,  22  DC-10-10 

$25.91 

$1,438.9 

$50.17 

$18.73 

$34.46 

1  17'8 

19%-  9 

$6.06 

2.0 

85 

Braniff— 59  B727-200, 
15B727-100+100C 

23.86 

720.0 

35.97 

0.66 

19.88 

11% 

18%-  8% 

2.10 

5.4 

65 

Continental— 36  B727-200, 
15  DC-10-10+10CF, 
14B727-100 

27.18 

778.4 

52.27 

1.14 

13.47 

12'/8 

165/8-  7% 

1.40 

8.7 

195 

Deltat— 99  B727-200, 
49  DC-9-32,  24  L-1011 

52.01 

1,935.1 

97.33 

6.24 

8.42 

43  Vz 

58  -36Vi 

6.86 

6.3 

160 

Eastern— 46  B727- 100, 
33  DC-9-30,  32  B727-200 

29.66 

1,388.9 

55.91 

4.15 

37.78 

8'/4 

15%-  57/8 

2.32 

3.6 

55 

Nationalt— 24  B727-200, 
16B727-100 

31.45 

676.4 

79.06 

1.72 

4.72 

49 

50  -13 

1.98 

24.7 

106 

Northwest— 44  B727-200, 
22  DC- 10-40 

39.93 

1,831.5 

84.69 

8.51 

4.62 

32  Va 

37V8-21 

3.20 

10.1 

64 

Pan  American— 28  B707-300B, 
16B747-121 

6.32 

833.7 

11.74 

2.24 

12.07 

7Va 

io-y4-  4y4 

2.19 

3.3 

162 

Trans  World— 38  B707-131B, 
27B727-31,  26B707-331B, 
22  L-1011 

32.50 

1,051.1 

66.02 

11.10 

70.62 

1878 

30%-  9Vi 

4.47 

4.2 

274 

UAL— 59  B737,  56  B727-100P, 
37  B727-222A 

43.21 

2,502.3 

95.35 

23.48 

43.78 

25>/2 

45Va-191/8 

5.18 

4.9 

63 

Western— 22  B737-247, 
22  B727-247 

21.63 

492.0 

37.82 

5.02 

20.43 

9% 

14%-  7 

3.60 

2.7 

'Compiled  by  Oppenhennt  r  &  Co 

t Year-end  June  30,  1978. 
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Old-fashioned  virtues  of  craftsmanship  and 
innovation  flourish  at  J.L  Clark — and  so  does 
high  profitability. 


Virtue 
well  rewarded 


The  Up-And-Comers 


William  O  XelsoH  of  J.I.  Clark  Manufacturing  Co 
"Our  market  im  am  big  as  our  imagiiuUion." 


ONE  OF  THE  THINGS  they  teach  you 
even  at  third-rate  husiness 
schools  is  that  market  dominance 
me. ins  profitability.  Of  course,  gut  busi- 
nessmen don't  need  to  read  this  in  books 
or  hear  it  from  professors.  Rut  how  do 
you  get  "market  dominance"  in  an  in- 
dustry like  container  manufacturing, 
where  products  are  relatively  undifferen- 
tiated and  the  technology  is  simple?  Wil- 
liam O.  Nelson  knows:  You  find  a  corner 
of  the  market  where  the  technology  isn't 
simple  and  where  a  very  specialized 
product  is  required. 

Bill  Nelson's  J.L.  Clark  Manufacturing 
Co.,  with  revenues  of  $92  million,  is  a 
gnat  among  elephants  like  American 
Can  Co.,  Continental  Group,  Inc.  or 
Crown  Cork  &  Seal  Co.,  Inc. — but  a 
mighty  lively  gnat.  It  produces  around 
80%  of  the  more  than  50  million  spice 
cans  filled  in  this  country  annually, 
100%  of  the  metal  Band-Aid  boxes  used 


by  Johnson  &  [ohnson  and  100%  of  the 
dispensers  for  Gillette  Co.'s  double- 
edged  razor  blades.  Other  familiar  brand 
names  that  use  J.L.  Clark's  lithographed 
products  are  Eveready  batteries,  Avon 
cosmetics,  Sucrcts  and  Pepsodent  tooth 
powder.  "We  are  the  unspoken  house- 
hold word,"  says  Nelson. 

Unspoken,  but  very  profitable.  While 
giant  Continental  Can  and  American 
Can  had  returns  on  equity  of  10%  and 
12.7%,  respectively,  last  year  and  after- 
tax margins  of  around  3%,  J.L.  Clark 
produced  a  sparkling  26.1%  return  on 
equity  and  netted  no  less  than  $1 1  mil- 
lion on  $92  million  in  revenues,  a  12% 
aftertax  margin. 

Why  haven't  the  larger  packagers  in 
the  slow-growth,  low-margined  end  of 
the  canning  business  gone  after  J.L. 
Clark's  inviting  market?  "We're  willing 
to  do  what  our  competitors  aren't  inter- 
ested in,"  explains  Nelson.  Continental 


and  American  were  once  directly  cq 
petitive  with  J.L.  Clark  but  dropped  <j 
of  the  specialty  container  business 
most  entirely.  "They  thought  the  I 
ume  business-  beverage  and  food  | 
tamers — was  the  way  to  go,"  says 
son.  "With  a  Schlitz  beer  can,  you 
have  a  run  of  five  weeks;  with  a  Ch 
Chips  can  it  might  be  seven  days." 

There's  more  to  J.L.  Clark's  marl 
dominance  than  that.  Clark  is  not  su 
ply  another  metal  bender.  Visit  its  hej 
quarters  in  Rockford,  111.,  an  hour-anq 
half  drive  from  Chicago  past  open  coj 
fields.  It's  an  older  America,  differe 
from  New  York  or  Los  Angeles  or  Phi 
nix.  At  J.L.  Clark  that  means  craftsm 
ship — skill  in  transferring  colorful 
work  and  tiny  print  to  the  most  conj 
luted  metal  surfaces  that  dry  much  mo 
slowly  than  paper.  Many  great-grandsci 
of  the  original  Swedish  skilled  furnitu 
makers  who  first  came  to  this  commui 
ty  in  1852  make  up  J.L.  Clark's  most 
nonunion  work  force.  Their  meticulo 
ly  decorated  products  have  become 
lectibles — bringing  up  to  $50  a  set  at 
markets  around  the  country. 

Clark  has  gotten  a  technological  ju 
on  its  biggest  competitors,  too.  It  i 
pioneer  in  the  use  of  plastic  closures 
metal  containers  like  spice  cans.  Su 
designs  offer  greater  convenience  to  c 
sumers,  allowing  them  to  shake,  pour 
spoon  out  the  contents  of  a  packai 
more  easily  than  the  sliding  metal  "fii 
gernail-breakers"  of  yore.  And  the  ugh 
fitting,  corrosion-free  closures  provide 
secure  seal  to  preserve  flavor. 

J.L.  Clark  has  been  an  innovator  sin 
1904,  when  John  Lewis  Clark,  then 
Rockford  hardware  dealer,  came  up  wi 
an  improved  flue  stopper  for  pluggn 
chimney  holes.  Originally  intended  f 
local  stores,  it  was  so  successful  th 
Clark  put  $25,000  of  his  savings  in 
mass  production  (the  company  st: 
makes  350,000  flue  stoppers  annualh 
With  the  scrap  metal  left  over,  Cla: 
began  to  make  metal  ointment  tins  ar 
later,  flour  sifters,  typewriter  ribbc 
boxes,  talcum  cans,  tobacco  caniste 
and  stove-top  toasters. 

Then  John  Clark  sent  his  son  Haro 
on  the  road  to  peddle  his  wares.  Haro 
ran  the  operation  after  his  father  died 
1919.  Bill  Nelson  remembers:  "He  used 
leather  hatbox  for  a  sample  case.  He 
put  the  hatbox  down  near  his  custome 
and  proceed  with  his  sales  pitch.  Curio: 
ity  would  get  the  best  of  the  purchasir 
agent  and  he  would  ask  what  was  in  th 
box.  "When  Harold  died  in  1953  he  wj 
followed  by  a  series  of  Clark  career  mei 
including  Nelson,  who  had  joined  th 
company  as  a  management  trainee  aftc 
he  returned  from  serving  in  the  I'acifi 
during  World  War  D.  Nelson  probabl 
could  have  had  a  job  at  nearby  Sunc 
strand  Corp.,  whose  founding  family  wa 
related  to  him.  "I  wanted  to  work  for 
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■taller  company,"  he  explains.  "Be- 
llies, my  father  told  me  never  to  work 

a  relative." 
KHaving  said  this,  the  tall,  crew-cut  Nel- 
■a,  now  56,  leads  this  reporter  on  a  tour 

■  his  plant.  His  enthusiasm  is  evident — 
Id  infectious.  "You  can't  understand  us 
lltil  you've  seen  our  factory,"  he  says, 
b  blue  eyes  sparkling.  The  tour  pro- 
Beds  through  an  immaculate  building 
■nstructed  in  1910.  Here  the  company 
■signs  each  metal  container,  mixes 

■  es  and  turns  out  up  to  2  million  exact 
■pies  of  over  1,000  different  styles  of 

■  ntainer.  "No photos,  please,"  adds  Nel- 
.  n  "Our  production  lines — from  design 
I  packaging — are  kept  under  wraps  to 
l:ep  competitors  from  copying  us." 

The  factory's  water  tank  is  housed  in  a 
ttluc-style  tower  where  Harold  Clark 
ed  to  entertain  customers  at  dinner, 
lat  room  still  contains  the  old  rolltop 
sks  used  by  Harold  and  his  father. 
Because  theirs  is  a  premium  product, 
lark  can  demand  and  get  premium 
jices.  Not  that  the  Clark  company  isn't 
arketing-minded;  it  was,  after  all, 
unded  by  a  salesman.  Clark's  sales 
rce  called  on  Gillette  Co.  31  years  ago 
ith  a  dispenser  designed  for  Gillette's 
•uble-edged  blade.  Perfecting  that  par- 
:ular  dispenser  took  two  years  of  joint 
fort.  Today  almost  all  of  Clark's  pack- 
ing is  customized  to  meet  specific  cli- 
tt  needs.  "Our  market  is  really  as  big  as 


our  imagination,"  Nelson  says. 

This  being  so,  you  might  think  that 
some  cash-rich  big  company  would  come 
along  and  make  an  offer  for  J.L.  Clark. 
Forget  it.  When  Harold  Clark's  widow 
died  in  1967,  her  will  provided  for  her 
stock  to  be  purchased  by  officers,  direc- 
tors and  employees  of  the  company,  who 
bought  80,000  shares  for  $1.7  million. 
Today  nearly  20%  of  the  4.2  million 
common  shares — $22  million  worth — 
are  held  by  executives  and  employees. 


Clark  designed,  a  dispenser 
for  Gillette's  double-edged 
blade  31  years  ago.  Perfect- 
ing it  took  two  years  of  joint 
effort.  Today  almost  all  Clark 
packaging  is  customized. 


(Nelson  owns  less  than  1%  or  about  $1 
million  worth.)  Of  course,  there  is  the 
other  80%  of  the  stock  held  by  the  gener- 
al public,  but  you  can't  buy  that  cheap, 
either.  Even  in  today's  sick  stock  market 
it  sells  for  1 1  times  earnings. 

So  J.L.  Clark  is  more  likely  to  acquire 
than  to  be  acquired.  Beginning  in  1955,  it 
made  a  series  of  small  acquisitions  that 
put  it  into  a  number  of  other  fields,  in- 
cluding tubing,  injection-molded  plastics 
and  metal  housewares.  Its  most  impor- 
tant recent  acquisition,  Nelson  says,  was 


Stone  Industrial  Corp.  This  onetime 
drinking-straw  manufacturer  had  a  tech- 
nological lead  in  the  manufacture  of  spi- 
ral-wound paper  and  plastic  tubes,  which 
has  given  Clark  the  lead  in  the  manufac- 
ture of  composite  cans — containers  witb 
metal  or  plastic  tops  and  cardboard  bod- 
ies like  Tinker  Toy  cans. 

"There's  always  the  possibility  that 
metal  containers  will  become  too  expen- 
sive for  some  uses,"  says  Nelson,  ex- 
plaining this  diversification.  "Today 
there's  no  other  firm  that  can  offer  sucb 
versatility  in  materials.  We're  a  plastic 
molder,  a  canmaker  and  a  composite 
cm  maker.  What  we  can't  do  is  print 
those  paper  labels  that  go  on  composite 
cans,  like  the  ones  we  designed  for  Bige- 
low  Tea.  Acquiring  that  capability,  of 
course,  is  an  obvious  potential." 

With  $22  million  cash  sitting  in  the 
till— 38%  of  Clark's  total  assets— the  ac- 
quiring presents  no  problem.  The  prob- 
lem is  finding  the  right  company.  Nelson 
is  nothing  if  not  choosy.  Listen  to  him: 

"The  analysts  keep  asking  if  we  can 
maintain  our  margins.  They  are  above 
average,  and  we  think  of  ourselves  as 
above  average.  Still,  I  doubt  whether  we 
can  enhance  those  margins — we  might 
even  have  trouble  maintaining  them." 
Not  a  complacent  attitude,  and  if  this 
company's  success  is  any  indication,  it's 
an  attitude  worth  copying. 

— Phyllis  Herman 


That's  a  Butler  building?" 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings  all  the 
time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 
can  be  as  tasteful  and  dramatic 
as  any  building. 


Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about 
energy-saving  Butler  buildings, 
call  the  local  independent 
contractor  who  can  build  one 
for  you.  See  "Butler  Mfg.  Co. 


Builder"  in  the  White  Pages. 
Or  write  Butler  Mfg.  Co., 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141. 


Now,  the  world  s 
simplest  engine 
is  one  of  the 
most  efficient 
and  reliable 


The  men  who  produce  our  ga's 
and  oil  often  work  in  isolated 
locations.  They  demand  engines 
that  work  with  the  greatest 
possible  eff  iciency  and  the  least 
possible  maintenance. 

To  meet  that  demand, 
ingersoll-Rand  has  engineered 
and  manufactured  the  world  s 
first  industrial  rotary  engine. 
A  simple  engine  for  tough  jobs 

ingersoll-Rand  s  rotary  has 
only  two  major  moving  parts.  Its 
simplicity  makes  maintenance 
costs  much  lower  than  more 
complex  reciprocating  engines. 
And  its  efficiency  lets  itconsume 

<  MM 


30%  less  fuel  than  comparable 
turbine  engines. 

The  power  module  can  be 
replaced  in  just  24  hours.  Its 
excellent  reliability— proven  by 
a  record  of  98%  availability-  . 
makes  our  rotary  the  perfect 
engine  for  driving  generators, 
pumps  and  compressors  in  any 
location. 

As  the  needs  of  the  oil 
industry  grow,  so  do  we 

ingersoll-Rand  is  a  $2.3  billion 
company  with  a  worldwide 
commitmentto  helping  people 
discover  pump,  refine  and  de- 
liverthe  oil  and  gas  that  will  keep 


the  energy  crisis  from  growing. 

We  re  also  deeply  involved  in  a 
wide  range  of  other  industries. 
Our  continuous  coal  miners  and 
hauling  equipment  as  well  as  our 
tools,  hoists,  drills  and  gas  and  air 
compressors  are  all  helping 
people  do  the  jobs  that  have  to 
be  done. 

Write  us  at  ingersoll-Rand, 
Dept.  251,  Woodcliff  Lake,  New 
Jersey  07675,  and  get  our  Annual 
Report  and  product  literature. 

You  II  see  how  meeting  the 
needs  of  growth  industries  has 
kept  us  growing  for  more  than 
108  years. 
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If!  Ingersoll-Rand 

innovative  engineering  for  growth  markets 


lave  Mahoney  is  behind  schedule  in  making 
Norton  Simon  into  a  first-rate  company.  But 
lont  count  him  out. 


The  power  of 
positive  thinking 


wrton  Simon  Inc.  CEO  David  Mahoney 

I  Am  I  a  better  or  worse  person  than  I  was  when  my  stock  sold  at  30?' 


By  Phyllis  Berman 
with  Christine  Miles 


David  J.  Mahoney,  the  ruggedly 
handsome,  urbane  chairman  of 
Norton  Simon  Inc.,  is  standing 
y  a  foot-high  birthday  cake  in  the  ban- 
uet  room  of  the  Boca  Raton  Hotel  and 
!lub  in  Florida,  surrounded  by  his  top 
lanagers  and  vice  presidents.  They  are 
inging:  "Happy  birthday  to  you,  happy 
irthday  to  you.  ..."  The  chorus  swells. 
Happy  birthday,  Dear  Daaave.  .  .  ." 
The  birthday  is  his  56th  and  it  hap- 
ens  to  have  coincided  with  his  corpo- 
itewide  pep  meeting,  where  he  will  lat- 
r  exhort  his  executives  to  boost  earn- 
lgs  of  NSI  by  two-thirds  to  $200  uni- 
on— $4-plus  a  share — on  an  increase  in 
lies  to  $4  billion  by  fiscal  1982.  That's 


only  three  years  away  and  the  date  is 
highly  significant:  In  1972  Mahoney, 
then  relatively  new  to  the  job,  told 
Forbes  he  planned  to  stay  on  for  eight  or 
ten  years.  "By  then,"  he  said,  "I'll  either 
have  made  my  pile  or  flopped."  He 
doesn't  feel  he  has  made  it  yet.  Although 
he  earned  over  $2  million  last  year,  $1.1 
million  of  it  from  stock  options,  Ma- 
honey wants  more  from  his  business  ca- 
reer than  the  brief  notoriety  that  comes 
from  being  one  of  the  year's  highest  paid 
executives.  He  wants  to  make  it  big.  He 
wants  his  company  to  make  it  big. 

Back  at  the  pep  session,  Mahoney 
urges  his  associates  on:  "You're  not  the 
kind  of  people  who  want  to  work  for  a 
safe  company.  You're  not  the  kind  who 
get  a  gold  watch  after  40  years.  You're 
special."  He  talks  a  little  about  himself: 


3RBES,  AUGUST  20,  1979 


"I  believe  that  things  can  be  made  to 
happen,  and  that  belief  was  tested  in  the 
Bronx  during  the  Depression  and  on  the 
beaches  of  Okinawa.  I  didn't  get  here  by 
playing  polo." 

Ex-poor-boy-from-the-Bronx,  ex- Army 
officer,  Dave  Mahoney  is  using  all  his 
charm  and  intelligence  and  his  belief  in 
Positive  Thinking  to  bootstrap  a  big  but 
marginally  profitable  food  company  into 
a  first-class  consumer  goods  outfit. 

So,  how's  he  doing,  after  ten  years  on 
the  job? 

Not  at  all  badly.  Norton  Simon's  sales 
were  under  $1.2  billion  when  Mahoney 
took  over  the  company.  They  were  ap- 
proximately $2.8  billion  in  the  fiscal  year 
that  ended  June  30.  Under  $1  a  share 
when  he  took  over,  earnings  per  share 
were  $2.43  in  fiscal  1979.  He  has  shed 
some  of  his  predecessors'  miscellaneous 
acquisitions  and  replaced  them  with  the 
kind  of  repeat  purchase  branded-goods 
operations  that  Mahoney  understands 
and  which,  properly  handled,  can  yield 
above-average  profits. 

But  in  other  ways  the  showing  has 
been  disappointing.  Return  on  stock- 
holders' equity,  at  13.7%,  last  year  was 
far  below  18.5%  for  Procter  &  Gamble 
and  Chesebrough-Pond's.  Worst  disap- 
pointment of  all,  Norton  Simon  stock 
has  gone  nowhere  since  Mahoney  took 
over.  At  a  recent  15,  it  commands  a  P/E 
of  only  six  times  earnings  and  sells  at  a 
slight  discount  from  book  value. 

Hunching  over  in  his  chair  in  the  con- 
ference room  next  to  his  Park  Avenue 
office  recently,  Mahoney  considered  the 
question:  Are  you  disappointed  in  your 
performance?  "Sure  I've  been  disappoint- 
ed about  some  things,"  he  said.  "I  take 
full  responsibility  for  them.  But  are  we 
going  to  deal  solely  with  the  negatives?  I 
think  we've  done  what  I  set  out  to  do: 
build  a  good  group  of  people,  a  strong 
cash  position,  consumer  brands  that  peo- 
ple want;  diversify  into  areas  where  we 
should  and  expand  throughout  the  rest  of 
the  world." 

Certainly  NSI  is  in  many  of  the  right 
places:  liquor,  food,  car  rentals,  cosmet- 
ics and  soft  drinks,  all  areas  where  Ma- 
honey's  merchandising  flair  can  be  put  to 
good  use.  But,  alas.  A  single  acquisition 
went  so  wrong  that  it  has  seriously  im- 
peded Norton  Simon's  momentum.  In 
1973  Mahoney  bought  Max  Factor. 

The  famed  old  name  in  cosmetics 
looked  like  a  beautiful  fit.  Mahoney  paid 
for  it  with  $463  million  worth  of  Norton 
Simon  stock,  in  the  process  diluting  his 
company's  equity  by  77%. 

After  an  extensive  search,  Mahoney 
chose  Samuel  Kalish,  onetime  head  of 
Revlon's  international  division,  to  head 
Max  Factor  in  1975.  The  day  Kalish 
joined  the  team,  the  two  dined  at  Man- 
hattan's Grenouille,  where  Revlon 
Chairman  Michel  Bergerac  arranged  to 
have  a  bottle  of  champagne  sent  to  the 
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table.  A  pleasant  gesture.  Or  was  it  a 
subtle  gesture  of  gratitude  for  taking  Ka- 
lish  off  his  hands?  At  any  rate  it  appeared 
that,  for  once,  even  though  Dave  Ma- 
honey  had  done  his  homework,  he  had 
made  a  bad  choice. 

Under  Kalish,  Max  Factor  plunged  into 
a  host  of  new  products  including  a  fra- 
grance called  fust  Call  Me  Maxi,  aping — 
and  competing  against — Revlon's  Char- 
lie, at  the  time  the  most  popular  perfume 
in  the  world.  About  $12  million  worth  of 
Just  Call  Me  Maxi  was  finally  sold  into 
the  stores,  and  the  introduction  was 
backed  by  an  advertising  campaign  that 
cost  almost  as  much.  But  over  two-thirds 
of  the  fragrance  was  returned,  and  the 
effect  on  the  otherwise  successful  Maxi 
line  of  cosmetics  was  devastating:  In 
1978  Max  Factor  had  $7  million  in  re- 
turns, and  this  year  it  is  still  cleaning  up 
the  rest  of  the  inventory.  Cracks  one 
department  store  buyer,  "The  salespeople 
in  my  department  used  lust  Call  Me  Maxi 


Avis'  Colin  Marshall 

Number  two  is  NSI's  number  one. 

to  clean  the  glass  display  counters." 

Kalish  was  forced  to  resign.  It  took 
Mahoney  over  six  months  to  find  his 
replacement,  Dale  C.  Ratliff,  47 — who 
was  in  office  only  four  months  before  he 
died  of  a  heart  attack.  Mahoney  then 
picked  Robert  Kamerchen,  who  at  the 
time  was  a  senior  vice  president  in  the 
home  office. 

What  is  impressive  is  that  Norton  Si- 
mon was  able  to  absorb  the  Max  Factor 
fiasco  without  suffering  a  decline  in 
earnings — which  have  risen  steadily 
since  Mahoney  took  over  (at  15%  in  the 
beginning  down  to  10%  a  year  recently). 
These  continued  earnings  gains  were 
possible  mostly  because  of  yet  another 
Mahoney  acquisition,  this  one  immense- 
ly successful  and  reasonably  priced — 
Avis.  The  price:  $174  million  in  cash. 

In  the  summer  of  1977  Mahoney  gave 
the  operating  trustee  of  the  onetime  ITT 
subsidiary  just  one  day  to  accept  his  $22 
a  share  offer.  That  price  was  only  five 
times  1978  Avis  earnings.  For  it,  Ma- 


honey got  what  is  now  the  most  impor- 
tant consumer  product  he  sells. 

So  far  NSI  has  made  important  moves 
to  strengthen  its  newest  interest-sensi- 
tive acquisition:  Mahoney  moved  it 
away  from  variable-rate,  short-term  obli- 
gations to  longer-term,  fixed-rate  financ- 
ing and  negotiated  a  new  advertising  and 
promotion  agreement  with  GM  instead 
of  Chrysler.  "Going  with  GM  was  clearly 
a  factor  as  we  moved  more  and  more  into 
the  retail  selling  of  our  used  vehicles," 
says  Colin  Marshall,  president  of  Avis. 

Avis  is  not  Mahoney's  only  strong 
spot.  Early  on,  Mahoney  formulated  the 
policy  of  finding  the  right  manager,  giv- 
ing him  cash  and  giving  him  his  head.  In 
some  cases  it  has  worked  impressively. 
This  year  NSI  will  pour  $22  million  into 
advertising  and  promotion  [vs.  $19  mil- 
lion last  year)  for  Somerset  Importers, 
Ltd.  In  four  years  under  Malaysian-born, 
Cambridge-educated  lohn  Heilmann, 
who  joined  the  company  from  Seagram 
Co.,  Somerset's  fohnny  Walker  Black 
case  sales  were  up  41%  and  Johnny 
Walker  Red  rose  23%,  while  Scotch  sales 
in  general  only  increased  2%;  Tanqueray 
gin  was  up  45%  while  imported  gins 
climbed  only  19%.  Together  these  prod- 
ucts represent  70%  of  Somerset's  profits. 
The  key,  explains  Heilmann,  is  Somer- 
set's concentration  on  the  premium  end 
of  anything  it  does. 

Other  Norton  Simon  divisions  are 
more  pedestrian.  They're  neither  tri- 
umphs nor  tragedies.  Hunt-Wesson  in 
fiscal  year  1978  increased  operating  prof- 
itability from  $66  million  to  $81.3  mil- 
lion,- but  this  fiscal  year's  earnings  are 
probably  down,  owing  to  problems  in  the 
oilseed  operations.  "The  Hunt  and  the 
Wesson  businesses  are  basically  com- 
modities," says  Timm  F.  Crull,  a  folksy 
midwesterner  who  became  Mahoney's 
number  two  man  just  two  years  ago.  The 
basic  job,  Crull  says,  is  to  maintain  the 
market  shares  and  volume  of  the  tomato 
and  oil  business. 

There  is  greater  profitability,  of  course, 
in  high-margined  specialty  foods.  But, 
says  Crull,  "You  don't  just  snap  your 
fingers  and  have  a  new  product."  Some 
of  the  product  launches  are  almost  pro- 
hibitively expensive.  This  year  Hunt- 
Wesson  is  rolling  out  its  Sunlite  oil,  a 
sunflower  cooking  oil,  on  a  national  basis 
against  Procter  &  Gamble's  Puritan. 
That  means  its  national  campaign  for 
newly  acquired  Pfeiffer  Salad  Oils  will  be 
delayed.  When  Edward  Gelsthorpe,  now 
at  H.P  Hood  Inc.,  was  head  of  NSI's  food 
division  in  the  early  Seventies,  he  tried 
to  go  too  fast  into  specialty  items,  in  the 
opinion  of  some  at  NSI.  But  Gelsthorpe 
had  some  notable  successes  like  Man- 
wich,  a  Sloppy  Joe-type  product,  and 
Snak  Pak;  other  internally  developed 
launches  have  met  with  less  success — 
General  Mills'  Hamburger  Helper  defeat- 
ed Hunt-Wesson's  Skillet  Dinner  and  the 


latter  was  dropped  entirely.  Prima  Sals 
spaghetti  sauce,  positioned  againi 
Chesebrough-Pond's  Ragu,  has  been  ba< 
ly  outsold.  Small  acquisitions  like  Orvil' 
Redenbacher's  Popcorn  and  Reddi  Wi 
are  paying  off  but,  overall,  specialtj 
items  account  for  only  $100  million  i 
revenues,  just  10%  of  NSI's  $1  billio) 
food  operation. 

Canada  Dry  is  another  division  wit 
mixed  results.  Just  this  July,  Dick  Bee 
son,  who  had  headed  the  company  sine 
1968,  quit  and  will  be  temporarily  su( 
ceeded  by  Garrett  Bewkes,  vice  chaii 
man  of  the  NSI  board.  During  Beeson 
tenure  there,  he  sold  off  the  U.S.  bottlini 
operations,  and  turned  to  repositioninj 
Canada  Dry  in  soft  drinks  ("Canada  Dr| 
was  begun  as  a  mixer  here  in  the  U.S., 
says  Beeson),  but  with  only  partially  sua 
cessful  results.  International  operation) 
generate  virtually  all  of  Canada  Dryl 
earnings.  Beeson  has  poured  whatevej 
profits  have  been  generated  in  the  U.S 


Max  Factor  President  Robert  Kamerchen 


Smoothing  out  those  old.  wrinkles. 

into  product  development — at  substani 
tial  costs  he  has  introduced  Wink,  Or] 
ange  Spot,  Jamaica  Cola  and  Tahitiarj 
Treat.  So  far  the  only  notable  success  has 
been  Barrelhead  Root  Beer.  Last  yeaj 
Norton  Simon  had  to  repurchase  Canada 
Dry's  New  York  City  bottling  operation^ 
which  was  in  such  trouble  that  it  was 
hurting  market  share. 

Canada  Dry  has  been  able  to  hold  ontd 
only  about  3%  of  the  soft-drink  market 
over  the  last  eight  years,  as  the  competii 
tion  is  intense.  Its  real  strength  comeS 
internationally — particularly  the  Middle 
East  where  it  is  positioned  solely  as  a  soft! 
drink;  it  derives  20%  of  international 
revenues  from  Iran  and  another  10% 
from  countries  in  the  area.  Other  inter- 
national strength  comes  from  Latin 
America  and  the  U.K. 

Meanwhile,  a  great  deal  of  effort  is 
going  into  salvaging  the  key  Max  Factor 
division.  "We've  still  got  our  consumer 
equity,"  says  Robert  Kamerchen,  its  newi 
boss.  "Those  ladies  out  there  in  Sheboy- 
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CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


'The  way  I  see  it, 
clients,  agents  and  insurance  companies 
like  CNA  all  have  the  same  goal.  And  that's 

to  come  up  with  the  best  coverage  at  the  most  reasonable  cost 
over  the  long  haul.  Together,  we're  doing  it.  CNA  people  work 
closely  with  us  on  risk  management.  Identifying  risks  and 
suggesting  improvements,  like  putting  safety  treads  on  a  stair- 
way. A  small  thing,  maybe,  but  it  shows  how  this  three-way 
partnership  can  work.  And  how  clients  can  have  an  important 
effect  on  their  own  insurance  costs.  Because,  I  think  what  we 
have  to  be  is  together."         ^-j  ~ 


INSURANCE  FROM 

OVA 

Judge  us  by  the  agents  who  represent  us 

Continental  Casualty  Company/Continental  Assurance  Company/CNA  Plaza/Chicago,  IL  60685 


The  guessing  gam 


layed  for  keeps. 


Problem  A  police  officer  takes  a  risk 
every  time  he  pulls  someone  over  Who's  waiting  in 
the  car— a  careless  motorist  or  a  des- 
perate criminal?  It's  almost  like 
walking  into  a  dark  alley. 

The  State  of  Delaware  had  <$BMr$t 
a  communications  network  link-  JpwSHJ 
ing  state  and  local  law  enforce-  S^725^/ 
ment  agencies,  designed  to  keep    *  & '  , 
officers  alert  to  potential  dangers. 

But  the  system  used  a  manual 

teletypewriter-tape  relay  that  Downtime  slowed  communication 

WaS  Often  tOO  Slow  tO  keep  Up  With  between  agencies. 

the  flow  of  information.  And  downtime  was  becoming  a 
serious  problem.  The  system  was  due  for  expansion,  so  it 
was  decided  to  improve  speed  and  reliability,  too. 

Solution  The  State  Police  needed  a  sup- 
plier with  a  reputation  for  dependable  equipment 
and  fast,  quality  service.  They  chose  Bell.  Our  problem- 
solvers  designed  a  total  communications  system. 

Using  our  Dataspeed®  40  terminals  and  high 
speed  printers,  a  trooper's  communications  desk  can  ac- 
cess data  from  the  FBI  and  other  sources  in  15  seconds. 
An  officer  on  the  road  can  have  license 
and  registration  information  before 
he  gets  out  of  the  car 

Our  system  speeds  admin- 
istrative matters,  too. 

If  you  haven't  f5n^0nds 
talked  systems  with  your 
problem-solving  Bell  Account 
Executive  lately,  you're 
missing  something. 

The  system  is  the  solution. 


Bell  System 


gan,  in  Dallas,  in  New  York,  in  Atlanta — 
they  don't  know  anything  about  these 
problems.  They  think  this  is  a  company 
that  is  contemporary."  But  the  buyers  do 
know  the  problems.  They  say  tbat  the 
Hollywood  image  is  as  old  as  a  Carole 
Lombard  movie.  They  complain  that 
Max  Factor,  which  once  had  the  reputa- 


tion of  being  easy  to  deal  with  (unlike 
competitor  Revlon),  is  now  slow  on  de- 
liveries and  the  sales  force  lacks  direc- 
tion and  is  slow  on  taking  returns. 

Kamerchen  has  also  moved  to  separate 
the  Halston  fragrance  and  Orlane  cos- 
metics parts  of  the  business  into  a  new 
profit   center,   headquartered  in  New 


York,  not  Los  Angeles.  Is  this  the  fi 
step  in  a  possible  sale  of  the  rest  of  F 
tor?  Speculation  was  that  Kao  Soap  ( 
of  Japan,  which  made  a  bid  for  Hel< 
Rubinstein,  would  be  interested  in  F 
tor  because  almost  half  of  Factor's  $c 
million  sales  are  Japanese.  (Both  com 
nies  have  continued  to  deny  those 
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"Gimmicks,  gimmicks,  gimmicks" 


If  Dave  Mahoney  is  a  natural  optimist,  Norton  Simon  is  a 
classic  pessimist.  But  that  hasn't  hampered  a  brilliant  ca- 
reer. Son  of  a  middle-class  Portland,  Ore.  department  store 
owner  who  was  wiped  out  in  the  panic  of  1921,  he  started 
with  a  tiny  orange  juice  company  in  the  1930s  and  built  a  $  1 
billion-plus  conglomerate  which  he  used  to  buy  up  chunks 
of  undervalued  companies  like  Wheeling  Steel,  Ohio  Match 
and  Northern  Pacific  Railroad,  sometimes  tossing  aside 
their  complacent  managements. 

In  1969  he  walked  away  from  it  all  at  the  age  of  61  with  a 
fortune  in  the  hundreds  of  millions  of  dollars,  selling  much 
of  his  NSI  stock  and  investing  in  corporate  bonds,  mostly 
convertibles,  of  companies  like  20th  Century-Fox,  Exxon, 
Potlatch  and  Caterpillar  Tractor  Co.  He  began  to  dabble  in 
politics  and  amass  one  of  the  world's  great  art  collections. 

So  why  is  Norton  Simon  so  discontented?  Because  the 
world  changed  in  ways  that 
were  unfamiliar  and  dis- 
tasteful to  him. 

"I  felt  possessed,  rather 
than  possessing,"  says  Si- 
mon of  his  last  years  with 
Hunt  Foods,  the  company 
that  was  the  base  of  his  em- 
pire. "I  was  looking  for  a 
way  out  for  13  years.  The 
bureaucracy  had  me." 

A  gray  drab  man  in  a  drab 
gray  suit,  with  an  almost 
self-conscious  way  of 
speaking,  Simon  seems 
more  like  an  embittered  in- 
tellectual than  a  builder  of 
corporate  empires. 

Says  he:  "Competition  in 
business  became  destruc- 
tive. Today  it's  gimmicks, 
gimmicks,  gimmicks.  Ev- 
eryone is  performing  a  ser- 
vice that  nobody  wants.  I 
remember  one  day  a  guy  in 
marketing  at  Redbook  magazine  came  to  me.  'Time  and  Paris 
Match  are  giving  away  TV  sets  to  the  ad  salesmen  who  sell 
the  most,'  he  said.  What  kind  of  competitive  tactic  is  that? 
There  was  little  of  that  when  I  was  developing  my  com- 
pany— then  competition  was  on  a  straightforward  pricing 
basis." 

However,  at  age  72,  Simon  hasn't  stopped  competing.  In 
the  Sixties  when  he  walked  away  for  good  he  turned  to  art 
and  politics,  the  former  more  successfully:  Within  five  years 
he  gained  control  of  the  debt-ridden  Pasadena  Museum  of 
Modern  Art,  where  he  consolidated  his  vast  blue-chip  art 
holdings,  as  he  had  once  consolidated  his  corporate  acquisi- 
tions under  his  own  name. 

Politics  was  a  little  different.  Unsuccessful  in  a  1970  bid 
for  the  U.S.  Senate  from  California,  Simon's  conversation 
centers  not  on  business,  but  on  the  country's  politics:  "For 
me  there's  a  real  desire  to  stay  with  it  and  learn  more."  But 
the  same  ills  infect  politics  and  business,  he  finds.  "You  see 


Art  collector  Norton  Simon 
"Call  it  what  you  will,  I  call  it  a  panic. 


this  same  competitiveness,"  says  Simon.  "In  politics,  it'! 
gone  mad.  Each  local  unit  wants  its  way.  Even  the  Presideni 
today  doesn't  have  the  power  to  be  able  to  compensate  foi 
these  local  power  bases." 

Economics?  Simon  says:  "I  think  we're  in  for  long-tern 
serious  economic  trouble.  I  don't  think  it's  a  recession  we'rj 
talking  about.  We're  looking  at  a  serious  economic  readjust- 
ment as  a  result  of  several  Administrations  that  tried  to  buj 
both  guns  and  butter.  It's  not  party  oriented.  It's  the  times. 

"So  I  don't  own  a  common  stock  but  NSI.  Now  I  might  be 
dead  wrong,  so  I'm  in  some  convertible  bonds,  as  well.  Thi 
thing  I  fear  is  what  kind  of  authority  you'll  have  after  a 
depression.  Or  worse.  Call  it  what  you  will,  I  call  it  a  panic." 

It  seems  strange  for  a  man  who  has  everything — and  wh< 
got  it  all  through  naked  competition — to  be  saying  thesi 
things.  Simon  couldn't  forget  the  disaster  his  family  facec 

after  the  crash  of  1921.  He 
started  by  peddling  bags, 
towels  and  tissues  to  local 
merchants  after  school 
when  he  was  14.  From  thai 
first  business  he  savec 
enough  to  put  himsell 
through  college,  but  decided 
instead  to  put  the  $3,000 
into  the  stock  market  and 
emerged  just  before  the 
crash  of  1929  with  S35,000 
With  that  he  bought  a  deJ 
funct  orange  juice  bottler 
and  changed  its  name  to  Val 
Vita.  Val  Vita  cut  costs,  un 
dersold  competition  ana 
then  diversified  into  th 
canning  of  tomatoes;  then, 
still  in  his  early  30s,  Simon 
sold  out  to  Hunt  Brothers 
With  his  S4  million  in  prof- 
its, he  kept  buying  up  Hunt 
stock  until  by  1943  he  had 
control.  The  Hunt  brand 
was  so  successful  that  Simon  could  use  tough  negotiating 
tactics,  and  the  distributors  couldn't  boycott  him. 

Dave  Mahoney,  Simon's  handpicked  successor,  is  as  dif- 
ferent from  Simon  as  day  is  from  night.  "I  was  in  morel 
scraps.  I  wasn't  prone  to  be  in  groups  like  he  is,"  Simon 
says.  "I  owned  only  10%  or  20%  of  the  company  but  I 
always  acted  like  I  owned  100% — and  people  assumed  is 
was  true.  That  meant  I" never  had  to  socialize  with  thej 
business  establishment  like  Mahoney  does." 

But  he  sees  Dave  Mahoney  as  the  right  match  for  thd 
company  he  created,  nevertheless:  "I  picked  him  becaus  ej 
our  relationship  was  built  on  trust.  It  may  have  looked  likej 
he  was  fourth  in  line  to  succeed  me  but  he  was  the  natural 
top  man.  My  name  is  on  the  door  so  it  means  a  hell  of  a  lolj 
to  me  that  Mahoney  is  doing  what  he's  doing." 

What's  the  essential  difference  between  the  two  men?; 
The  old  man  thinks  for  a  minute.  "He  plays  to  win,"  he 
says.  "I  play  to  win — and  not  to  lose."  — P.B. 
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You  don't  think  exploration  is  part  of  our  business? 


Peoples  Gas  has  interests  in  8  million  acres 

in  the  Rockies  alone. 

During  the  past  year  Peoples  Gas  has  moved  forward  on  a  variety  of 
energy  exploration  programs  to  develop  new  sources  of  gas.  By  far 
the  most  important  has  been  the  promising  search  for  major  new 
natural  gas  fields  located  in  the  Rocky  Mountains. 

Acting  through  Natural  Gas  Pipeline  and  other  subsidiaries, 
Peoples  Gas  has  become  involved  in  more  than  a  dozen  exploration 
projects  in  the  Rockies.  In  addition,  we  have  oil  and  gas  rights  on 
undeveloped  leaseholds  ranging  over  8  million  acres  in  Colorado, 
Arizona,  Nevada,  Wyoming,  Utah,  New  Mexico  and  Idaho. 

This  ongoing  exploration  program  is  another  example  of 
Peoples  Gas  Company's  commitment  to  assure  our  customers  a  steady 
supply  of  clean,  efficient  natural  gas  now  and  in  the  future.  And  it's 
another  facet  of  our  steady  growth  as  a  diversified  energy  company. 

Peoples  Gas  Company 

Managing  energy  is  our  business:  Natural  Gas  •  Oil  •  Coal 

Exploration  •  Production  •  Transmission  •  Storage  •  Distribution  •  Mining  •  Marketing 


"I'd  like  you  to  think  of 
The  Continental  Corporation  as  a  $7  billion 
supermarket  of  insurance." 


"When  a  company  insures  every- 
thing from  3-bedroom  homes  to  giant 
tankers,  'supermarket'  is  the  only 
descriptive  word  that  really  fits. 

"And  it  fits  The  Continental  Corpo- 
ration better  than  just  about  anyone 
else  in  our  industry. 

"We're  a  company  with  $7  billion  in 
assets.  Among  all  U.S.  property  and 
casualty  insurers,  we  stand  fourth  in 
premium  volume.  And  we  write  just 
about  every  kind  and  form  of  insurance 
there  is.  We  rank  first  in  ocean  marine, 
second  in  farmowners,  third  in  allied 
lines  and  in  inland  marine,  fifth  in  fire 
insurance,  homeowners  and  fidelity 
sixth  in  commercial  multi-peril,  ninth 
in  automobile  and  eleventh  in  workers' 
compensation. 

"Many  of  our  subsidiaries  are 
preeminent  in  their  fields.  For  example, 
MO  AC  is  one  of  the  world's  largest 
marine  insurance  companies.  And 
Swett  &  Crawford  is  a  leader  in  spe- 
cialty coverages  for  industries  as  diverse 
as  motion  pictures  and  mining. 

"On  our  shelves,  customers  can  find 
every  kind  of  policy.  Some  we  invented 
—like  the  Comprehensive  Business 
Policy.  And  Personal  Comprehensive 
Protection,  a  unique  home  and  auto 
policy. 

"But  we're  not  limited  just  to  insur- 
ing insureds.  We  also  insure  insurers. 


John  B.RickerJr.,  Chairman  and  President 

Actually,  we  have  the  second  largest 
reinsurance  operation  in  the  U.S.  and 
the  fifth  largest  in  the  world. 

"Our  customers  do  business  with  us 
in  a  variety  of  ways — through  a  network 
of  agents  in  the  U.S.,  Canada  and  over- 
seas, through  our  joint  ventures  abroad 
with  foreign  companies  and  through 
part  ownership  of  successful  local  in- 
surers worldwide. 

"So  it's  no  exaggeration  to  say  we're 
a  supermarket.  And  a  profitable  one  at 
that.  In  1978  we  reported  record  results 
with  operating  income  rising  to  $303 
million.  That's  a  21%  increase  over 
1977.  What's  more,  The  Continental 
Corporation  has  been  paying  cash  divi- 
dends without  interruption  since  1853. 
And  since  1960,  we've  increased  our 
dividend  14  times. 

"So  the  next  time  you  hear  the  name 
'Continental,'  think  of  The  Continental 
Corporation.  The  one  with  the  soldier 
in  its  logo,  and  a  lot  of  shareholder  bene- 
fits in  its  history." 

For  our  latest  financial  reports,  write 
The  Continental  Corporation,  Dept.  D, 
80  Maiden  Lane,  New  York,  New  York 
10038. 


THE 

CONTINENTAL 
CORPORATION 

The  Continental  that  means  insurance. 


It  takes  you  to  Eustace  Tilleys  neighborhood, 
but  knows  more  than  twice  as  many  people. 


Eustace  Tilley,  The  New  Yorker' s  exquisite  top-hat- 
ted admirer  of  butterflies,  knows  some  of  the  best  peo- 
ple. But  not  ail  the  best  people. 

In  fact,  in  these  gilded  purlieus,  TIME  Z  reaches 
more  than  twice  as  many  readers  as  The  New  Yorker. 

We  do  it  with  ZIP  Codes.  A  mere  20%  of  the 
nation's  residential  ZIP  Code  areas  buy  73%  of  all  the 
California  chablis  sold  in  America,  57%  of  all  the  dish- 
washers, 47%  of  all  the  life  insurance  policies— and  so 
on,  through  virtually  every  category  of  goods  and  ser- 
vices you  can  name. 

As  real-estate  agents  have  known  for  years,  location 
is  everything. 

The  seductive  statistics  on  TIME  Z's  performance 
are  outlined  below.  It  is,  in  brief,  the  biggest  ultraselective 


media  buy  around.  With  this  curious  and  useful  consis- 
tency: that  the  higher  the  neighborhood  income  level, 
the  greater  the  penetration  of  TIME  Z.  In  some  cases,  it's 
25-30%. 

As  a  marketing  tool,  TIME  Z  could  make  the  crucial 
difference  between  hoping  your  advertisement  will  go  to 
the  right  neighborhoods,  and  making  sure  that  it  will. 

Call  your  TIME  representative  for  all  the  facts. 


Circulation:  1.200,000 

Average  HH  Income:  $37,200 

B&W  Page  Rate:  $19,545 

Attended  College:  89% 

4-Color  Page  Rate:  $30,490 

Professional /Managerial:  79% 

c- 1979  Time  Inc  All  rights  reserved 


There's  a  right  TIME  for  every  advertiser. 


People 
Caring  for  People 

At  Hospital  Corporation  of  America  caring  for  people  is  our 
business. 

Since  our  Company's  founding  in  1 968,  our  foremost  objective 
has  been  to  improve  the  quality  of  health  care  in  communities  which 
we  serve  Hospital  Corporation  of  America  now  owns  and  manages 
more  than  1 30  hospitals  with  over  20,000  beds  in  the  United  States 
and  internationally. 

HCA  is  proving  that  hospitals  can  be  operated  more  efficiently 
through  private  enterprise.  By  utilizing  the  many  resources  avail- 
able within  our  multi-hospital  system,  we  achieve  major  cost  sav- 
ings for  each  of  our  hospitals  and  the  communities  they  serve. 

Hospital  Corporation  of  America  has  maintained  a  steady  and 
predictable  rate  of  growth  well  in  excess  of  20  percent  per  year 
since  its  beginning.  The  increasing  emphasis  on  containing  health 
care  costs  is  providing  many  opportunities  for  HCA  to  construct 
hospitals  to  replace  outdated  facilities  and  to  acquire  or  manage 
existing  hospitals. 

As  the  industry  leader,  we  are 
proud  of  our  Company's  growth  and 
proud  to  be  a  part  of  growing  com- 
munities in  the  United  States  and 
abroad. 

Call  or  write  for  more  information. 


CORPORATION 
OF  AMERICA 
One  Park  Plaza 
Nashville,  TN  37203 
(615-327-9551) 


■tors.)  But  Max  Factor  has  been  having 
roblems  abroad.  Foreign  customers  are 
.  ading  up  to  higher-priced  cosmetics, 
specially  in  Japan,  and  that  level  product 
lis  not  been  Factor's  forte.  Garrett 
jswkes  spent  the  first  six  months  of  this 
ear  in  the  Far  East  concentrating  on  the 
osmetics  business. 

i  Here  in  the  U.S.  Kamerchen  has 
j.unched  a  new  $4  million  ad  campaign 

0  reposition  its  line  of  cosmetics  called 
jDon't  You  Enjoy  Being  A  Woman?" 
ihere  will  be  no  more  major  product 
jitroductions  for  at  least  two  years.  Al- 
liough  there  are  rumors  that  Max  Factor 
('ill  withdraw  entirely  from  department 
|:ores,  Kamerchen  denies  it. 

|  What's  next  on  Mahoney's  agenda? 

1  actor,  while  salvageable,  is  going  to  take 
I  ears — and  a  near-miracle.  Avis  and 
omerset,  though  growing,  will  be  hard 
ut  to  offset  the  slow  growth  of  much  of 
le  rest  of  the  business.  Mahoney  needs 
Dmething  else  if  he  is  to  meet  his  goals. 


omerset  Importers' John  Heilmann 
Concentrate  on  the  premium  end. 

le  is  poised  for  another  acquisition. 
"JSTs  balance  sheet  makes  this  clear. 

In  a  private  placement  this  past  March 
>JSI  borrowed  $250  million  for  25  years, 
vhich  Mahoney  tucked  into  the  corpo- 
ate  treasury.  The  company  ended  the 
iscal  year  with  $470  million  in  cash — 
ilmost  a  half-billion  dollars.  Let's  put 
hat  sum  in  perspective:  The  company's 
otal  capital  is  only  $1.7  billion  and  a  full 
hird  of  that  is  cash.  NSI  has  $10  a  share 
:n  cash.  The  company  won't  say  much 
ibout  that  liquidity  except  (in  the  words 
)f  Senior  Vice  President  Orhan  Sadik- 
Chan):  "It  is  a  basic  tenet  of  Mahoney  to 
iave  financial  flexibility."  But  old  ru- 
nors  about  NSTs  interest  in  20th-Cen- 
ury  Fox  Film  (in  which  it  now  has  a  3% 
itake)  have  surfaced  again  with  the 
ecent  resignation  of  Dave  Mahoney 
rom  the  board  of  Fox'  largest  sharehold- 
er, Chris-Craft  Industries. 

Another  Avis  might  just  put  Mahoney 
wer  the  top.  Figure  it  this  way:  If  that 
5470  million  could  buy  $50  million  in 
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Our  second  quarter  ending  May  1 3, 1 979 
marks  the  80th  CONSECUTIVE  quarter  off 
record  sales  and  earnings,  a  record 
unequaled  in  the  ffood  service  industry. 

SECOND  QUARTER  OPERATING  RESULTS: 

•  Revenues:  $46,115,000  up  34% 

•  Net  income:  $2,577,000  up  28% 

•  Earnings  per  share:  $.32  up  28% 

•  Average  restaurant  shows  real  gain  in  customer  count  of  2.1% 
MAJOR  HIGHLIGHTS: 

•  Captain  D's  average  annual  sales  are  $466,000,  the  highest  in  the 
fast  seafood  industry 

•  Shoney's  Big  Boy  Restaurants  average  $811,000  per  year,  which 
is  among  the  highest  of  any  major  family  restaurant  chain 

•  90%  of  new  construction  for  fiscal  year  1979  is  financed  through 
internal  cash  flow 

•  Our  corporate  objective  is  to  increase  earnings  20%  annually  . . . 
and  we  have  done  this  for  20  years 

•  We  are  successful  because  we  are  operations  oriented.  We  run 
restaurants  in  which  customers  enjoy  eating. 


REVENUES  IS  Mill  CMS  NET  INCOME  IS  MILLIONS'  STOCKHOLDERS  IS  MILLIONS' 

U8  1  E0UITY 
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WANT  TO  KNOW  MORE? 

Write:  Taylor  Henry,  Jr. 

Vice  President— Finance 
Shoney's,  Inc. 
1727  Elm  Hill  Pike 
Nashville,  Tennessee  37210 


Slip  Cases  For  FORBES 

Rugged  and  handsome  cases  in  red  and  black  with  title 
embossed  in  gold.  Prices:  $4.95  each,  3  for  $14.00, 
6  for  $24.00.  Send  check  to  Jesse  Jones  Box  Corpora- 
tion, Department  FB,  Post  Office  Box  5120,  Philadel- 
phia, Pennsylvania  19141.  Please  allow  three  to  four 
weeks  for  delivery. 


aftertax  earnings,  it  would,  even  allowj 
for  the  net  cost  of  the  money,  bolsl 
Norton  Simon's  bottom  line  by  $25  n| 
lion  a  year,  or  almost  50  cents  a  sha 
and  carry  the  company  a  good  way 
ward  the  boss'  goal  of  $200  million) 
earnings  within  three  years.  That  goalj 
not  yet  'in  the'  bank.  But  it  is  c 
unachievable.  All  that  cash  plus  positj 
thinking  may  make  it  come  to  pass. 

Positive  thinking  has  worked  well 
Dave  Mahoney.  He  earned  a  B.S.  fr<j 
Wharton  by  oommuting  nights  to  Phi 
delphia  from  his  New  York  home  a 
opened  his  own  small  New  York  advi 
tising  agency  while  still  in  his  twenti 
At  the  age  of  38,  he  was  number  ti 
man  at  Colgate-Palmolive,  where 
gave  P&G  fits  in  the  detergent  market!! 

When  the  eccentric  Norton  Simi 
wanted  to  retire  from  the  multibilliq 
dollar  company  he  had  built,  he  tapa 
Dave  Mahoney  "for  the  job,  picking  hi 
over  another  first-rate  executive— Hs 


Hunt-Wesson's  Cndl 


You  cant  do  it  by  snapping  fingers. 

old  Williams,  now  chairman  of  the  S 
curities  &  Exchange  Commission.  Na 
ton  Simon,  a  brilliant  businessman,  w; 
a  shrewd  judge  of  men. 

"Would  I  like  to  accomplish  more? 
Mahoney  says,  repeating  our  questioi 
"Will  I?  I  think  so.  I'm  talking  about  a  lc 
of  things — including  my  own  person; 
development. 

"I  don't  think  my  whole  identity  : 
what  Wall  Street  or  anyone  thinks  of  mi 
Am  I  a  better  or  worse  person  than  I  w« 
when  my  stock  was  selling  at  30?" 

This  much  is  clear:  If  Mahoney  ca 
achieve  his  goal  of  $4  earnings  per  shai 
by  1982,  Norton  Simon  won't  be  a  $1 
stock  much  longer.  In  the  meantime  : 
will  take  more  than  a  skeptical  judgmer 
by  the  stock  market  to  make  Dave  Mi 
honey  lose  faith  in  himself. 

He  paraphrases  an  idea  from  Ala 
Watts'  book  The  Wisdom  Of  Insecurit_ 
"You're  secure  until  you  think  you're  nc 
secure,  then,  by  definition,  you  becom 
insecure."  ■ 
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"They've  got  balance.  One,  oil  and  gas  and  coal. 
Two,  worldwide  licensing  of  technology.  Aad  three, 
chemicals  —  they're  a  mgjor  factor  in  major  markets." 

"Energy,  technology,  chemicals.  Not  a  had  combination 
for  the  Eighties." 


Diamond  Shamrock 

Resourceful  in  energy,  technology,  chemicals. 

Diamond  Shamrock  Corporation,  Dallas,  Texas  75201 . 


Troubles  brewing  in  the  $2.4  billion  credit  insurance  business  fa 
came  so  many  people  are  making  so  much  money  on  it. 


Got  to  give  them  credit 


Banking  regulator  Ford  Barrett 

Unraveling  schemes  to  sweat  cash  out  of  insurance. 


By  Richard  Greene 

ELECTION  TIME  IN  TENNESSEE  is  al- 
ways a  spectacle,  but  the  guberna- 
torial contest  last  November  was 
especially  colorful.  Jake  F.  Butcher,  a 
country  boy  turned  city  slicker,  was  pit- 
ted against  Lamar  Alexander,  a  city 
slicker  turned  country  boy.  Butcher 
started  out  with  a  couple  of  strikes 
against  him:  He  was  a  banker — one  of 
the  biggest  in  the  populist  state — and  he 
was  rich  (his  Clinton  mansion  has  13 
bathrooms,  reportedly  one  for  every  year 
of  his  impoverished  youth  he  went  with- 
out indoor  plumbing). 

It  was  a  seemingly  innocuous  item 
that  may  have  tipped  the  balance  against 
Butcher:  His  1977  personal  income  from 
credit  insurance — sold  by  banks,  finance 
companies,  credit  unions  and  retailers  on 
money  loaned — totaled  $153,000  in  bo- 
nuses. The  citizenry  didn't  cotton  to  the 
idea  that  Butcher  was  profiting  from  this 
controversial  business  on  such  a  lucra- 
tive scale.  Lamar  Alexander  won. 

As  Butcher's  defeat  suggests,  credit  in- 
surance is  a  hot  topic.  Nationwide,  it  has 
embroiled  banks,  the  comptroller  of  the 
currency,  the  Federal  Deposit  Insurance 
Corp.  and  consumer  groups. 

Last  year  about  $2.4  billion  worth  of 
premiums — on  credit  life,  health  and  ac- 
cident— was  taken  in  nationwide.  It's  a 
lovely  business.  The  payout  rate  on  cred- 
it insurance  often  runs  only  35%  vs.  63% 
for  all  forms  of  life  insurance.  This  differ- 
ence partially  accounts  for  the  huge  com- 
missions— sometimes  as  much  as  40% 
on  credit  life,  as  against  6.5%  on  all  life 
insurance.  Not  bad. 

Credit  insurance  works  like  this:  Say 
you  borrow  $5,000  on  a  12%,  four-year 
loan  to  build  a  new  room  on  your  house. 
For  a  flat  rate  you  buy  credit  life  insur- 
ance through  a  bank — with  the  banker 
often  acting  as  agent.  Should  you  die, 
your  spouse  won't  be  saddled  with  the 
debt,  the  insurer  will.  Though  the  rates 
are  not  affected  by  age  or  health,  they 


vary  widely  from  state  to  state.  Credit 
life  insurance  on  that  $5,000  loan  would 
cost  $126  over  the  four  years  in  Pennsyl- 
vania but  twice  that  much  in  Mississip- 
pi. Often  the  officers  (and  not  the  banks) 
receive  personal  income  from  the  hefty 
commissions — as  Jake  Butcher  once  did. 

Though  it  is  sometimes  legal  to  require 
credit  insurance  as  a  condition  for  a  loan, 
few  banks  do  so  because  the  increased 
cost  must  be  reflected  in  the  annual  per- 
centage rate  of  the  loan — and  bankers 
would  rather  keep  the  high  cost  hazy. 
But  in  some  cases  such  a  hard  sell  is  used 
that  the  customer  may  feel  compelled  to 
take  the  insurance. 

Comptroller  of  the  Currency  John  G. 
Heimann  figured  all  those  commissions 
might  distort  a  banker's  view  when  pass- 
ing on  loan  applications.  So,  Heimann 
introduced  a  regulation  on  Jan.  1,  1978 
prohibiting  national  banks'  officers  from 
taking  the  credit  insurance  commissions 


for  themselves. 

The  Independent  Bankers  Associatic 
of  America  sued,  arguing  that  the  comj 
trailer's  office  isn't  empowered  by  sta 
ute  to  make  such  regulations.  The  LBA 
lost  the  first  round  but  it  is  appealin 
Many  bankers  are  putting  their  credl 
insurance  income  in  trusts,  awaiting  J 
decision  on  the  case. 

Other  bankers,  however,  like  Chark 
R.  Vickery  Jr.,  executive  of  five  sma 
national  banks  in  Texas,  haven't  bee 
intimidated.  Says  the  blunt  Vickery:  "It 
ridiculous.  The  comptroller  is  arguin 
that  if  I  own  40%  of  a  $42  million  ban! 
that  I  am  going  to  bust  the  bank  lettir 
officers  make  bad  loans  for  the  cred 
insurance  income.  To  think  I  would  ei 
courage  anything  that  might  make  loa 
losses  is  manifestly  absurd." 

Vickery  proudly  violates  the  spirit 
not  the  letter  of  the  regulation.  "Whe 
we  establish  salaries  for  our  officers,  w 
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The  Corroon&Black 
Business  Insurance  Checkup: 

It  separates  real 
from  imagined  risks. 


Do  you  sometimes  lose  sleep  worrying  about  your  risk  coverage? 
Do  you  occasionally  have  nightmares  that  something  totally  un- 
expected will  cripple  your  business?  These  are  symptoms  that 
should  alert  you  to  have  a  checkup  by  Corroon  &  Black.  We're  one 
of  the  world's  top  ten  insurance  brokers.  And  one  of  the  fastest 
growing,  too. 

From  customer  order  to  consumer  use,  we'll  diagnose  all  the 
potential  risks  for  your  business.  Measure  the  financial  impact  of 
each.  Formulate  a  policy  for  controlling  it.  And  prescribe  a  total 
risk  management  program  to  match  your  company's  needs  exactly. 
It's  the  approach  Corroon  &  Black  has  used  successfully  for  seventy- 
five  years,  for  companies  of  all  sizes  —  all  over  the  world. 

Put  the  Corroon  &  Black  team  to  work  for  you.  Make  an 
appointment  now.  And  get  a  good  night's  sleep. 

For  a  Complete  Checkup, 
call  Richard  M.  Miller,  President,  toll-free  at  800-221-7024 

(In  New  York,  call  collect  212-363-4100) 

Q Corroon  &  Black 
Wall  Street  Plaza,  New  York,  New  York  10005 
Offices  Nationwide  and  Worldwide 


say  we  agree  to  pay  them  a  commission 
equal  to  15%,  or  whatever,  of  the  credit 
life  commissions  for  the  year,"  he  says. 
"Then  you  clear  it  into  the  bank,  and 
right  out  to  them." 

Other  banks  use  more  circuitous 
routes.  One  bank  gives  the  loan  officer 
who  sells  the  most  insurance  a  skiing 
vacation  in  Colorado  as  a  reward.  Or, 
sometimes,  officers  get  merchandise 
from  the  Sears,  Roebuck  catalog. 

In  the  South  and  Midwest,  some  folks 
have  found  a  way  to  pocket  even  more 
money  for  the  banks — and  themselves — 
from  credit  insurance  premiums.  Ford 
Barrett,  assistant  chief  counsel  for  the 
comptroller,  explains  the  complex 
scheme:  A  bank  might  sell  credit  insur- 
ance as  an  agent  for  a  large  insurance 
firm,  getting  the  agent's  fee.  The  large 
insurance  firm,  in  turn,  reinsures  the 
policy  with  one  of  329  Arizona  charter 
insurance  companies,  set  up  for  just  that 
purpose.  Here's  the  twist:  The  small  Ari- 
zona firm  is  owned  by  the  officers  of  the 
bank.  Their  cut  is  something  like  15%. 

The  Arizona  firm  is  nothing  but  a  fa- 
cade. Says  Barrett,  "You  could  try  to  con- 


tact one  of  these  reinsurance  firms  but 
many  of  them  probably  don't  even  have 
telephones." 

The  game  is  played  in  Arizona  to  take 
advantage  of  that  state's  low  minimum 
capital  and  surplus  requirements  for  set- 
ting up  a  reinsurance  firm — now  only 
$60,000.  Arizona,  however,  is  increasing 
its  minimum  each  year,  peaking 'in  1985 
with  a  requirement  of  $150,000,  so  the 
scheme  may  get  harder  to  work. 

In  addition  to  the  comptroller,  Senator 
William  Proxmire  (D-Wis.)  and  various 
consumer  groups  are  calling  for  more 
control  over  the  credit  insurance  busi- 
ness. Proxmire  complained  to  Forbes 
that  "the  cost  of  credit  life  insurance  is 
far  too  high  in  relation  to  the  benefits. 
And  there  is  virtually  no  competition  in 
the  industry." 

The  FDIC,  with  jurisdiction  over 
state-chartered  banks,  has  done  little. 
About  18  months  ago,  the  FDIC  board 
ordered  its  staff  to  write  a  report  on 
credit  life.  That  report  came  out  last 
summer,  presenting  a  number  of  options 
but  stressing  the  need  for  uniform  regula- 
tion. One  insider  says  the  FDIC  is  lean- 


ing toward  the  comptroller's  stance 

Irvine  H.  Sprague,  a  former  assistan 
President  Johnson  and  FDIC  direc 
who  took  over  as  FDIC  chairman  in  F 
ruary,  hasn't  demonstrated  any  eaj 
ness  to  pick  up  on  the  project.  There 
been    talk    around  Washington 
Sprague  might  prefer  delaying  a  decis 
as  long  as  he  can.  After  all,  if  he  sj 
with  the  comptroller's  office,  he's  go 
to  make  a  lot  of  small,  state-reguL 
bankers  angry. 

Meanwhile,  yet  a  third  group  is  ge 
involved:  the  state  insurance  co: 
sioners.  According  to  Earl  T.  Nal 
chairman  of  the  Credit  Competio 
Task  Force  of  the  National  Associati 
of  Insurance  Commissioners,  there  a 
strong  movement  afoot  to  lower  era 
insurance  rates  in  many  states — as  H 
already  been  done  in  California.  Tl 
could  be  accomplished  in  a  number 
ways  including  establishing  caps 
commissions  or  forcing  up  payout  raj 
to  as  much  as  60%.  The  idea  is  that 
bankers  can't  make  a  good  dollar  fro 
selling  credit  insurance,  they  won't  pij 
it  so  vigorously.  ■ 


The  Streetwalker 


In  which  we  learn  the  bad  news,  and  hear  that 
it  could  end  up  good  news. 


IBM,  what 
ails  you? 


While  giant  International  Business  Ma- 
chines Corp.  has  been  clobbering  its 
competitors  with  new  product  an- 
nouncements, the  stock  market  has  been 
clobbering  IBM.  The  stock  has  made 
new  lows  on  heavy  volume  lately  and 
now  sells  lower  than  it  did  a  decade  ago 
when  earnings  and  dividends  were  one- 
fourth  of  what  they  will  be  this  year. 
What  people  once  bought  on  faith  they 
can  now  buy  for  yield;  it  returns  5%  on  a 
steadily  rising  dividend. 

What's  going  on  here? 

We  sought  out  possibly  the  most  re- 
spected IBM-watcher  on  Wall  Street. 
"Actually,  Phypers  [Dean  Phypers,  IBM's 
vice  president-finance  and  planning  and 
the  basic  'official'  contact  with  Wall 
Street]  let  the  earnings  cat  out  of  the  bag 
too  slowly  for  my  taste,"  replied  Gideon 
I.  Gartner.  "The  company  is  wrestling 
internally  with  some  major  problems 


right  now.  They  may  be  looking  at  a 
couple  of  essentially  flat  or  down  quar- 
ters— almost  unheard  of  at  IBM."  We 
listened  attentively.  "The  problems  are 
actually  the  first  visible  signs  of  a  major 
shift  in  corporate  strategy  that  grew  out 
of  the  government's  antitrust  suit.  It  has 
major  implications  for  the  future  of  IBM 
and  other  computer  manufacturers." 

First,  a  word  about  Gartner  and  why 
he  should  be  taken  seriously.  After  eight 
years  at  IBM  he  became  an  IBM-watcher 
at  E.F.  Hutton  in  1970,  then  moved  to 
Oppenheimer  &  Co.,  where  he  rose  to 
partner  and  vice  president.  He  is  known 
for  his  contacts  inside  IBM — prized  pos- 
sessions among  computer  analysts — and 
for  his  penchant  for  calling  the  turns  in 
that  multibillion-dollar  poker  game,  the 
computer  industry.  "The  premier  tech- 
nology analyst  in  the  country,"  his  boss 
at  Oppenheimer  told  us.  "A  visionary  in 
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the  technological  area.  We  were  sorry 
lose  him."  (Seems  he's  now  started  1 
own  research  "boutique,"  The  Gartn 
Group,  feeding  strategic  dope  to  W 
Street  through  Dillon,  Read  &  Co 
directly  to  the  computer  makers  and  t  imes 
really  big  end  users.) 

Okay,  back  to  IBM.  Gartner  is  son- 
times  criticized  for  being  a  perpetual  bl  ic 
on  the  stock,  but  he's  a  realistic  bull 

"The  antitrust  suit  led  them  to  cc 
elude  that  there  was  only  one  way  left 
compete  effectively  in  the  computer  i 
dustry,"  he  continued.  "That  was  to  ta 
the  lead  in  innovation.  Then  they  cou 
safely  go  after  more  market  share.  IB 
could  cut  prices  faster  than  the  othe 
and  yet  maintain  its  margins  by  steppii 
up  the  pace  of  introducing  more  cos 
efficient  products.  It's  not  predatory  pri 
ing  or  unfair  practice  if  you  grow  becau 
you  have  a  better  mousetrap;  can  y< 
imagine  the  government  suing  for  offe 
ing  too  good  a  product? 

"The  problems  come  from  the  spee 
up.  They  oversold  their  new  produc 
this  year,  and  were  flooded  with  orders- 
three  years'  worth  the  first  week  aft 
the  announcement.  More  announc  la- 
ments are  coming.  Hence  their  currei 
problem:  Nobody  wants  to  buy  old  equi 
ment  while  they're  waiting  for  the  ne\  . 
so  they're  all  leasing." 

Some  problem,  we  muttered.  "Yes. 
affects  earnings  near-term.  But  now  the 
have  to  deal  with  the  long-term  implic 
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NOW  FIDELITY  OFFERS 
MONEY  MARKET 
FUNDS  FOR  BOTH 
LARGE  AND  SMALL 
INVESTORS. 

Now  even  more  investors  can  benefit  from  Fidelity's  high 
money  market  yields  and  free  checkwriting  privileges. 


Fidelity  Daily  Income 
Trust  for  the  substantia 
investor. 

1.  $5,000  minimum  ini- 
tial investment. 

2.  $500  or  more  addi- 
tional investment. 

3.  Checkwriting  ($500 
minimum). 

4.  Cost  structure  favor- 
ing investois  with 
$10,000  or  more. 


Call  Free 
(800)225-6190 

In  Mass.  Call  Collect  (617)  726-0650 

Fidelity  Daily 
SdrS  m  Income  Trust 


PO  Box  832,Dept    J B  082079 

82  Devonshire  St  ,  Boston,  Mass  02103 

For  more  complete  infor- 
mation, including  manage- 
ment fees  and  expenses, 
please  write  or  call  for  a  pro- 
spectus. Read  it  carefully 
before  you  invest  or  send 
money. 


II  1 1  PHONl 


Fidelity  Cash  Reserves  for 
a  $1000  investment. 
1.  $1,000  minimum  initial 
investment. 

2.  $100  or  more  addi- 
tional investment. 

3.  Checkwriting 
($250  minimum). 

4.  Cost  structure 
favoring  investors 
with  less  than 


FIDELITY 

r — CASH  1 

RESERVES 


PO  Box  832,  Dept.  JB  082079 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  infor- 
mation, including  manage- 
ment fees  and  expenses, 
please  write  or  call  for  a  pro- 
spectus. Read  it  carefully 
before  you  invest  or  send 
money. 


ms:  How  much  new  capacity  should 
;y  add?  There's  a  recession  this  year 
d  many  of  those  orders  may  be  'soft' — 
>t  customers  seeking  a  good  place  in 
e.  So  if  they  build  aggressively,  they 
k  more  earnings  embarrassment.  But 
they  build  too  slowly,  they  risk  losing 
siness;  who's  really  going  to  wait 
Dund  three  years  if  someone  else 
!mes  up  with  an  alternative  product? 
id  the  costs  involved  are  big  money, 
en  for  IBM:  The  difference  between 
le  'fast  budget'  and  the  'slow  budget'  is 
the  hundreds  of  millions  of  dollars." 
lAn  interesting  quandary,  all  right,  but 
b  were  looking  for  answers. 
"The  consequence  of  their  pricing  on 
le  new  products,"  concluded  Gartner, 
s  aggressive  buildup.  They  have  to  go 
ter  volume  to  make  up  for  the  prices 
d  keep  earnings  climbing." 
So,  we  asked,  are  you  still  bullish  on 
M,  and  what  about  the  competition? 
-low  can  you  not  be  bullish  on  IBM?" 
t  rejoined.  "But  there  are  now  risks 
here  before  there  were  none.  There  is 
essure  inside  the  company  to  back  off 
id  play  'safe'  with  comparatively  high 
ice  structures.  IBM  would  then  risk 
sing  more  market  share.  It  would  be 
eat  for  their  competitors.  Yet  if  they 
ess  forward  they  have  to  count  on  de- 
and  staying  at  least  as  price-elastic  as 
i  the  past.  That's  a  risk,  too.  And  price- 
astic  or  not,  that  move  would  be  very 
oigh  on  competitors." 
So,    the   setback   looks  temporary, 
ieanwhile,  there's  that  5%  yield  and  a 
emium  growth  stock  at  only  1 1  times 
)79  earnings.         — Harold  Seneker 
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Faces 

Behind  The  Figures 


Boardroom  enigma 

"I'd  been  to  too  many  strategy  meetings, 
sat  through  too  many  hirings  and  firings 
and  attended  too  many  funerals,"  says 
Samuel  B.  Casey  Jr.  in  an  attempt  to 
explain  his  departure  from  venerable 
Pullman  Inc.  at  a  directors'  meeting  in 
London  last  month. 

Casey  once  said  that  he'd  leave  in  1980 
after  ten  years  as  chief  executive — he 
just  about  made  it.  However,  the  fact 
that  Casey,  51,  was  replaced  by  Pullman 
veteran  Clark  P.  Lattin  Jr.,  who  is  63, 
seems  to  confirm  his  own  description  of 
the  move  as  being  "a  stopgap  measure." 
Why  a  stopgap  if  this  was  an  orderly 
transfer  of  power? 

An  engineer  and  the  son  of  a  wealthy 
Pittsburgh  contractor  who  sold  his  busi- 


E\  Pullman  CEO  Casey 
A  political  move. 


ness — Swindell  Dressier — to  Pullman 
back  in  1959,  Casey  went  on  the  Pull- 
man board  in  1964  and  became  CEO  in 
1970.  Since  then  sales  have  increased 
fivefold,  to  $3  billion,  while  earnings  are 
up  to  the  point  where,  in  the  second 
quarter  of  this  year,  Pullman  netted  $30 
million,  almost  triple  the  total  earnings 
in  Casey's  first  full  year. 

As  he  runs  through  the  figures,  Casey 
says,  "I'll  look  back  on  that  as  a  satisfied 
objective,"  and  notes  that  Pullman's 
recent  stock  price  of  37  is  up  130%  since 
he  took  over,  while  the  Dow  has  risen 
12%.  Ahead,  he  sees  earnings  rising 
steadily  past  this  year's  projected  $7.50 


as  Pullman  rides  through  the  vigorous 
boom  in  leased  rail  cars. 

But  not  everybody  has  been  satisfied 
with  the  results.  Until  last  year,  Pull- 
man's return  on  its  stockholders'  equity 
was  fairly  mediocre — even  though  it  is  in 
four  booming  businesses:  freight-car 
building,  freight-car  leasing,  truck  trail- 
ers and  engineering  and  construction 
(through  Pullman  Kellogg).  The  stock 
still  sells  around  book  value  and  at  not 
much  more' than  five  times  this  year's 
expected  operating  earnings.  It  is  sitting, 
moreover,  with  a  large  pile  of  cash  and 
very  little  debt — indications  of  an  un- 
aggressive financial  strategy. 

Last  year  a  dissident  former  executive 
started  a  stockholders'  proxy  fight  charg- 
ing Casey  with  mismanagement.  The 
fight  blew  over,  only  to  be  followed  by  a 
suit  brought  by  New  York  City  charging 
that  Pullman  had  sold  the  city's  transit 
system  defective  subway  cars.  There 
were  also  rumors — perhaps  fed  by  the 
dissidents — of  bribes  and  the  services  of 
prostitutes  given  to  city  officials  in  ex- 
change for  the  750-car  contract.  (The 
company  took  a  $39.8  million  writeoff  in 
the  first  quarter  to  get  out  of  the  passen- 
ger transit  car  business,  a  sound  move 
under  the  circumstances.) 

During  the  turmoil,  the  Pullman  board 
set  up  a  special  committee  to  look  into 
various  allegations,  but  since  the  board 
has  chosen  to  let  Casey's  departure  stand 
as  a  resignation,  nothing  more  has  been 
said  about  the  report. 

Meanwhile,  Casey  is  taking  a  shot  at 
politics  as  an  operative  in  the  presiden- 
tial campaign  of  his  friend  John  Connal- 
ly.  The  two  became  friends  when  Pull- 
man moved  a  subsidiary  to  Houston.  As 
for  political  ambitions  of  his  own,  Casey 
says,  "Too  frustrating."  But  probably  no 
more  so  than  the  recent  politics  in  Pull- 
man's boardroom. 

Nickels  and  dimes 

If  you  want  to  work  a  deal,  you  go  to  your 
investment  banker.  But  when  you're 
New  York  City,  you  hire  one  to  work  in- 
house.  And  that's  what  the  city  has 
done.  Despite  his  title  of  Deputy  Mayor 
for  Economic  Policy  and  Development, 
Peter  J.  Solomon,  a  former  managing  di- 
rector at  Lehman  Brothers  Kuhn  Loeb, 
Inc.,  is  New  York's  m-house  dealmaker. 

"You  really  do  need  an  investment 
banker,"  says  the  40-year-old  graduate  of 
Harvard  College  and  Harvard  Business 
School,  "someone  to  put  together  pack- 
ages and  sell  them  aggressively."  He 
spends  80%  of  his  time  putting  together 
land  and  building  packages  through  the 
city's  Public  Development  Corp.  to  sell 
to  companies  like  Ebasco,  with  more 
than  4,000  employees,  one  of  the  city's 
largest  employers,  or  Loehmann's,  a 
women's  wear  retailer,  which  will  open  a 
120,000-square-foot  distribution  center 


New  York  City's  Solomon 
Gotham  is  gaining  again. 


employing  more  than  500  people  on 
parcel  of  land  assembled  by  Solomon 

Between  1969  and  1977  New  York  lc 
some  570,000  jobs,  mostly  in  manufg 
turing  and  wholesale  and  retail  trade.  B 
in  1978  the  job  picture  stabilized.  T 
city  gained  2.5% — about  66,400  jobs 
and  through  the  first  five  months  of  th 
year,  more  than  33,000  new  jobs  can 
into  the  city  including  (surprise!)  a  srtt 
increase  of  100  manufacturing  jobs. 

"What  people  don't  realize,"  says  t 
curly  black-haired,  easy-smiling  Sol 
mon,  "is  that  we  have  cheap  land  ava 
able  everywhere.  Not  in  Manhattan,  b 
in  Queens,  Brooklyn,  the  Bronx  and  Sti 
en  Island.  Also,  Carter's  done  a  good  j< 
on  urban  development  funds — there 
more  money  available  nationally  thi 
there  are  projects." 

Sitting  in  his  hot  basement  office 
City  Hall,  he  leans  back,  lights  a  cigj 
and  says,  "This  is  a  small  business  kir 
of  town.  Of  the  190,000  or  so  busines: 
here,  about  170,000  employ  fewer  thi 
20  people.  Look,  most  of  the  gains  we'll 
made  are  small,  nickels  and  dimes — bi| 
that's  New  York." 


Pipe  dream  or  reality? 

Until  a  few  weeks  ago,  people  were  saj 
ing  the  Alaska  gas  pipeline  was  the  bij 
gest  pipe  dream  ever.  The  original  cos 
estimates  of  $10  billion  are  climbing  t< 
ward  $20  billion,  which  makes  the  Ala 
ka  pipeline  (first  estimate,  $1  billion;  1 
nal  cost,  $9  billion)  seem  cheap.  At  thi 
price,  it  would  mean  gas  at  maybe  $6  t 
$10  per  thousand  cubic  feet,  when  th 
top  going  price  now  is  around  $2.50. 

But  now  John  G.  McMillian's  fneni 
said  he  would  "insist  personally  that  thi 
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One  of  these  men  had  a  business 
that  went  into  a  slump,  into  the  red 

and  up  in  smoke. 


He  had  a  fire  of  a  "suspicious"  nature,  but  arson 
could  not  be  proved.  So,  he  was  able  to  collect  a  sub- 
stantial amount  on  his  insurance.  He  turned  his  business 
loss  into  a  profit  for  himself  but  into  an  additional  expense 
for  the  insurance  company  and  the  policyholders. 

Arson  has  become  the  "hottest"  crime  in  the  nation. 
Who  are  these  arsonists? They  range  from  small,  one-time 
offenders,  like  the  man  on  the  left,  to  organized  profes- 
sional "torches."  Many  have  found  arson  a  profitable 
crime.  Shocking!  Even  more  shocking  are  the  losses  re- 
lated to  arson — 700  lives  and  an  estimated  $1.6  billion  in 
insured  fire  losses  in  1977.  When  you  consider  lost  jobs, 
property  taxes  and  higher  costs  in  consumer  goods,  the 
total  economic  loss  is  a  staggering  $10  billion! 

We're  a  major  group  of  property  and  casualty  insur- 
ance companies  and  we're  alarmed  by  the  rise  in  this  vio- 
lent, costly  and  dangerous  crime.  Not  only  does  arson 
jeopardize  lives  and  property,  it  costs  policyholders  a  lot 
of  money — approximately  400  of  every  claim  dollar  paid 
for  fire  losses. That's  four  times  more  than  ten  years  ago. 

Recently,  the  FBI  re-classified  arson  as  a  major 
crime,  in  the  same  category  as  murder,  rape  and  grand 
larceny. This  re-classification  will  result  in  greater  attention 
by  federal,  state  and  local  law  enforcement  agencies.  We 


in  the  insurance  industry  urged  the  government  to  take 
this  action.  We  will  continue  working  with  law  enforcement 
agencies  to  stop  the  spread  of  this  vicious  crime. 

Here's  what  we're  doing: 

■  Trying  to  take  the  profit  out  of  arson  by  more  extensive 
investigation  of  claims  and  by  cooperating  in  the  pros- 
ecution of  more  persons  involved  in  "suspicious"  fires. 

■  Supporting  the  Insurance  Crime  Prevention  Institute's 
investigations  of  insurance  fraud. 

■  Conaucting  arson-detection  seminars  for  insurance 
personnel. 

■  Developing  the  Property  Insurance  Loss  Register — a 
computerized  file  of  previous  loss  claims  which  will  alert 
investigators. 

■  Encouraging  state  legislators  to  pass  stricter  laws  that 
carry  heavier  punishments  for  arson. 

■  Encouraging  community  and  state  arson  task  force 
programs  to  deal  with  arson  problems  on  a  local  level. 

Here's  what  you  can  do: 

■  Report  any  suspicious  persons  or  activity  to  the  police, 
fire  department  or  fire  marshal. 

■  Support  efforts  in  your  community  to  fight  arson. 


This  message  is  presented  by  the  American  Insurance  Association,  85  John  Street,  New  York,  N  Y.  10038. 

Affordable  insurance  is  our  business—and  yours. 


>  1979  American  Insurance  Association. 
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Northwest  Alaskan  Pipeline's  McMillian 


What  are  friends  for? 

gas  pipeline  be  built  without  further  de- 
lay." Since  John's  friend  is  Jimmy  Carter, 
this  so-called  pipe  dream  is  beginning  to 
look  a  bit  more  real.  Natural  gas  from  the 
North  Slope  of  Alaska  and  Canada  to  the 
lower  48  states  can  provide  the  energy 
equivalent  of  700,000  barrels  a  day  of 
imported  oil.  Targeted  for  completion  by 
1984  to  1985,  the  pipeline  will  be  built  by 
a  consortium  of  companies  in  the  U.S. 
and  Canada.  McMillian,  52,  chairman 
and  chief  executive  officer  of  the  North- 
west Alaskan  Pipeline  Co.,  the  lead  com- 
pany for  the  project,  claims  that  by  the 
mid-1980s  this  Alaskan  gas  will  be  in 
high  demand  and  will  be  cheaper  than 
uncertain  OPEC  oil. 

But  President  Carter's  wish  to  see  the 
pipeline  built  may  be  frustrated  by  his 
own  government.  The  plan  calls  for  the 
majority  financing  to  be  provided  by  the 
companies  that  would  supply  the  pipe- 
line's gas.  However,  the  three  major 
North  Slope  oil  producers — Exxon,  At- 
lantic Richfield  and  British  Petroleum — 
have  been  prohibited  by  law  from  own- 
ing a  share  of  the  project.  They  are,  not 
surprisingly,  hesitant  to  invest  billions  of 
dollars  in  something  they  would  not  con- 
trol. McMillian  replies  that  Big  Oil  can 
make  $50  billion  from  the  sale  of  Prud- 
hoe  Bay  gas. 

"I  knew  I  wouldn't  win  a  popularity 
contest  with  the  oil  companies,"  McMil- 
lian says.  He  jokes,  "I  have  a  speaking 
arrangement  with  the  oil  companies.  I 


see  them  in  the  halls  and  say,  'Screw  you, 
Bill,'  and  they  say,  'Screw  you,  John.'  " 

Whatever  McMillian's  relations  with 
oil  companies  actually  are,  he  appears  to 
be  the  best  connected  pipeman  around. 
He  is  spending  60%  of  his  time  in  Wash- 
ington until  the  pipeline  project  is  under 
way.  A  lifelong  Democrat,  he  occasional- 
ly talks  to  President  Carter,  is  a  longtime 
friend  of  Robert  Strauss  and  was  a  major 
financier  for  the  state  dinner  held  for 
Menachem.  Begin  and  Anwar  Sadat  re- 
cently. He  was  an  active  fundraiser  for 
the  McGovern  and  Carter  campaigns. 

With  $120  million  already  spent  by 
Northwest,  McMillian  would  like  to  see 
the  project  done  without  government 
aid,  but  concedes  this  may  not  be  possi- 
ble, given  the  oil  companies'  reluctance. 

What  next  for  the  Texas  entrepreneur 
and  political  activist  if  he  is  able  to  guide 
the  world's  largest  project  to  a  successful 
completion?  "I'd  like  to  build  a  pipeline 
across  Alaska  to  the  Bering  Straits  to  get 
Russian  gas.  It's  more  a  dream  than  a 
plan,"  McMillian  says. 


OPEC  amicus  curiae 

The  13  OPEC  nations  may  have  precious 
few  friends  in  America  but  they've  cer- 
tainly got  a  good  one  in  Santa  Fe  Interna- 
tional's President  E.  L.  Shannon  Jr.  When 
Los  Angeles  Federal  District  Judge  A. 
Andrew  Hauk  asked  some  1,500  corporate 
and  government  leaders  to  comment  on  a 
bizarre  legal  action  under  way  in  his  court, 
the  only  support  so  far  for  the  defendant — 
OPEC — came  from  Shannon. 

The  suit,  scheduled  for  an  Aug.  20 
hearing,  was  filed  by  the  900,000-mem- 
ber  International  Association  of  Machin- 
ists &  Aerospace  Workers  against  OPEC, 
asking  Judge  Hauk  to  grant  an  injunction 
barring  price-fixing.  OPEC's  sheikhs 
aren't  exactly  shaking  in  their  sandals — 
they  haven't  responded  to  the  suit  and 
aren't  likely  to.  But  OPEC  couldn't  ask 
for  a  more  adamant  defender  than  the 
53-year-old  Shannon. 

In  his  letter  to  the  court  Shannon  said 
accusations  that  OPEC  is  practicing 
"blackmail,  price-gouging  and  conspir- 
acy couldn't  be  further  from  the  truth." 
Admitting  that  OPEC's  role  in  "setting 
price  benchmarks  may  not  be  the  epit- 
ome of  a  'free  market,'  "  Shannon  told 
the  judge  that  "OPEC's  primary  function 
is  to  maintain  an  orderly  marketplace  in 
which  every  effort  is  made  to  balance 
supply  and  demand  at  market  clearing 
prices." 

Shannon  explained  later,  in  a  tele- 
phone interview  from  his  Orange  Coun- 
ty, Calif,  headquarters,  that  "OPEC  is 
actually  holding  down  prices.  Several 
months  ago  when  the  world  market  was 
chaotic,  some  oil  was  going  for  $40  a 
barrel  in  the  spot  market.  That  was  the 
free  market  price.  Without  OPEC,  and 
the  Saudis'  moderating  influence,  there's 


no  telling  what  we'd  be  paying  for  c 
He  says  nothing  about  OPEC's  hold 
down  of  production. 

About  one-third  of  Santa  Fe  Intel 
tional's  drilling,  engineering  and  c 
struction  business  (1978  revenues:  $ 
million)  comes  from  nine  OPEC  sta 
When  asked  if  that  has  anything  to 
with  his  willingness  to  speak  out 
OPEC,  Shannon  replies,  "Of  course  n< 

In  urging  Judge  Hauk  to  throw  out 
suit,  Shannon  warns  that  any  attemp 
enforce  an  injunction  against  OI 
would  probably  result  in  OPEC  cut) 
off  oil  to  the  U.S.,  pulling  out  Ameri 
investments  and  refusing  to  buy  I 
goods  and  services.  The  Justice  Dep 
ment  is  diplomatically  ignoring  the  c 
but  the  machinists  union  does  not  st 
completely  alone.  Charles  Bluhdc 
chairman  of  Gulf  &  Western  Industi 
has  asked  his  lawyers  to  draft  a  le 
supporting  the  suit. 

Meanwhile  39-year-old  Richard  I.  Fi 
the  Los  Angeles  attorney  who  filed 
action,  is  gleefully  pursuing  the  case 
his  own,  after  being  dropped  as  1 
counsel  by  the  union  due  to  perse 
conflicts.  Says  Fine,  a  former  Justice 
partment    foreign    commerce  law; 
"I've  been  waiting  for  a  chance  to 
OPEC  ever  since  the  cartel  was  form 
If  we  win  this  one,  new  plaintiffs  will 
coming  out  of  the  walls.  If  we  lose,  I'L 
'that  California  flake.'  " 


Shannon  of  Santa  Fe  Inter-national 


Whose  bread  I  eat,  his  song  I  sing. 

The  end  of  the  necktie? 

Dallas  supermerchant  Stanley  Marcj 
master  of  sophisticated  self-publicity,| 
at  it  again.  Retired  since  1975  as  ch| 
man  of  Neiman-Marcus,  the  quality-i) 
age  specialty  chain,  Marcus  still  occupj 
an  office  provided  by  Carter  Hawley  H$ 
Stores  Inc.,  which  bought  N-M  in  19< 
A  consultant  and  idea  merchant,  he  b 
written  what  amounts  to  a  sequel  to  1 
1974  book,  Minding  the  Store. 
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Major  equipment  leasing... 

The  answer  is\fes. 

Yes. 


We  can  handle  major  equipment  leasing  transportation  containers,  railroad 

in  just  about  any  field  you  can  name:  rolling  stock;  and  of  course,  anything 

computers,  medical  equipment;  mining,  that  flies— executive  jets  to  DC-lOs. 
oil  drilling,  and  construction  equipment; 

Yes. 


You'll  be  working  with  a  thoroughly 
qualified  financial  consultant,  from 
your  first  contact  with  us  right  through 
the  life  of  the  lease.  An  individual  with 
a  strong  financial  background,  including 

Yes. 


the  tax  aspects  of  leasing.  A  person  with 
a  thorough  knowledge  of  your  business 
or  industry,  and  the  equipment  to  be 
financed. 


You  can  expect  our  response  quickly. 
Usually  within  24  hours. 

Yes. 


We'll  wrap  up  the  transaction  quickly  and 
simply.  Because  we  develop  information 
on  our  own  computerized  lease  analysis 
system.  And  since  we're  our  own  pri- 

Yes. 


mary  source  of  capital,  the  approval 
process  is  direct  and  efficient,  without 
third  party  considerations. 


You  can  put  our  money  where  your 
need  is.  Wherever  your  business  calls 
for  major  equipment  leasing,  you're  just 
a  phone  call  away  from  the  Yes  People  at 
McDonnell  Douglas  Finance  Corporation. 


And  the  money  help  you  need.  Call  us 
in  Long  Beach  at  (213)  593-8471.  Or  write 
MDFC,  3855  Lakewood  Blvd.,  Long 
Beach,  CA  90846. 


THE  YES  PEOPLE 

MCOOMMELL  DOUGLAS  FI/VA/VCe  COFtF*OFt/\  7~f  O/V 


<  tvluwalll  w  MCDOMNELI  DOUGL48 


Faces 

Behind  The  Figures 


This  one  is  called  Quest  Jar  the  Best,  and 
it  is  a  compendium  of  reflections,  anec- 
dotes, tales  from  his  Neiman-Marcus 
days  and  some  lists — the  best  cigars  (in- 
cluding Cuban  Montecristos),  the  best 
things  (Saul  Steinberg,  Chateau  Petrus 
1953,  among  others),  less  than  the  best 
(home  cooking,  stock  options,  etc.),  Mar- 
cus' Laws  (Number  ten:  "Never  divorce 
the  boss'  daughter,  or  son.").  In  a  chapter 
on  the  "Death  of  Elegance,"  he  rues  the 
trend  toward  acquisition,  public  owner- 
ship and  professional  management  of 
businesses  that  used  to  be  run  by  their 
owners,  but  that's  as  close  as  he  gets  to 
regretting  the  sale  of  his  family's  busi- 


ness to  Carter  Hawley  Hale. 

At  74,  Marcus  seems  hardly  to  have 
lost  a  step  as  he  begins  the  current  round 
of  book  promotion  appearances  and  in- 
terviews. Last  month  he  made  a  presen- 
tation to  a  Dallas  ad  agency  that  shows 
he's  still  right  on  the  front  lines  of  mer- 
chandising. Subject:  What  happens  to 
clothing  when  work  places  are  cooled 
only  to  78  degrees  and  heated  only  to  65? 

A  lot,  says  the  man  who  promoted  his 
stores  with  a  catalog  featuring  such  cgrc- 
giously  sybaritic  offerings  as  his-and- 
hers  aircraft.  "Nowhere  is  it  written  that 
you  have  to  wear  a  necktie  to  make  a 
loan,"  he  says,  citing  the  premier  of  fa- 
pan,  who  shocked  that  nation  by  going 
on  TV  in  a  bush  jacket,  no  tie,  after  the 


Tokyo  summit  to  show  an  energy-saving 
outfit  for  Japan's  staid  businessmen. 

Marcus  thinks  pantyhose  may  disap- 
pear and  bare  legs  may  appear  in  offices 
and  stores,  though  hemlines  may  drop  to 
offset  this  slight  nudity.  Also,  he  says 
seriously,  both  women  and  men  may  wear 
shorts  to  the  office.  But  Marcus  knows 
that  status  symbols  never  die:  "If  every- 
body starts  wearing  bush  jackets,  the 
chairman  might  have  gold  braid  on  his." 

There'll  be  no  winter  of  our  discon- 
tent, even  at  65  degrees,  because,  says 
Marcus,  we'll  be  wearing  more  interlined 
garments,  parkas,  heavier  fabrics.  Look 
for  further  price  hikes  for  petroleum- 
based  synthetics,  greater  demand  for 
wool,  a  strain  on  cotton,  silk  and  wool 
and  "a  real  squeeze  on  production  in  the 
textile  business." 

But  shorts  in  the  office?  Who  knows, 
says  Marcus.  "Maybe  none  of  the  things 
I  said  will  happen  exactly  that  way.  But 
something  will  happen,  and  there  is  op- 
portunity in  change." 


Lateral  mobility 

In  1972  Arthur  E.  Larkin  Jr.  lost  his 
$215.000-a-year  job  as  president  of  Gen- 
eral Foods  after  plunging  the  food  giant 
into  the  ill-fated  Burger  Chef  and  Rix 
roast  beef  chains.  Rix  was  closed,  Burger 
Chef  is  still  hanging  on  and  General 
Foods  is  now  ready  to  dive  deeper  into 
chain  restaurants  via  a  Mexican  oper- 
ation with  the  hokcy  name  of  Guadala- 
HARRY'S.  Larkin?  He's  landed  on  his 
feet.  By  1973  he  was  in  Chicago  as  presi- 
dent at  Keebler  Co.,  then  a  $203  million 
(sales)  cookiemaker.  It's  now  a  profitable 
(5%  to  6%  pretax  return  on  estimated 
1979  sales  of  $475  million)  unit  of  Brit- 


United  Biscuit's  Larkin 


From  Burger  Chef  to  head  elf. 

ain's  United  Biscuits  (Holdings)  Ltd.,  i 
everyone  appears  happy. 

"I'm  a  Midwesterner,"  says  the  M| 
neapolis-bom  Larkin,  62,  a  Dartmou 
graduate,  "and  I  spent  15  years  in  \ 
East  paying  my  dues.  It's  really  a  delij 
to  be  back." 

Life  is  certainly  different  at  Keebla 
headquarters  at  1  Hollow  Tree  Lane) 
the  Chicago  suburb  of  Elmhurst.  Sa 
Larkin:  "When  I  was  at  General  Foods! 
I  were  going  to  make  a  speech,  I'd  talk 
a  speechwriter  for  30  minutes  and  hi 
day  or  so  I'd  get  a  speech  back.  Here,  i 
want  to  make  a  speech,  I  write  it  rfl 
self."  And  his  income,  at  $250,000 
year,  is  up  only  16%  in  seven  years. 

But  Larkin's  not  complaining,  a 
with  Keebler  sales  more  than  doul 
what  they  were  when  he  took  over,  t 
British  parent  is  happy,  too.  Larkin  a 
stepped  down  as  Keebler  chairman 
take  over  the  parent's  finance  comra 
tee,  but  he'll  remain  at  Keebler's  hea 
quarters  in  his  beloved  Midwest. 

His  bad  experience  at  GF  with  Burg 
Chef  and  Rix  has  not  made  him  gun-sH 
Recently,  United  Biscuits  U.S.,  the  pa 
ent's  unit  here  which  includes  Keeblfi 
bought  a  spice  and  salad  dressing  cor 
pany.  Keebler,  says  Larkin,  is  also  el 
panding  its  own  hne  by  carrying  son 
Americanized  forms  of  UB's  Bntis 
products.  All  this  has  helped  Keebll 
strengthen  its  hold  on  the  number  tw 
spot  in  the  domestic  cookie  and  cracki 
business  behind  $1.25  billion  (U.S.  sale 
Nabisco,  which  isn't  bad  for  a  compar 
that  advertises  that  elves  bake  its  coo 
ies  in  a  hollow  tree. 


Master  men  haul  Marcus 

Bare  legs  and  open  necks— the  OPEC  look. 
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7  personally  kept  213  American 
wells  pumping  oil  for  you  last  year. 
In  all,  more  than  150,000  wells 
got  pipe,  equipment  and  service 
from  Armco's 
National  Supply." 


Working  out  of  Andrews,  Texas,  James  Guy 

is  a  hydraulics  serviceman  with  Armco's  National  Supply 


James  Guy  and  the  rest  of  Armco's  6,500  people  in  National  Supply  provide  the 
largest  source  of  oilfield  equipment  and  service  in  the  world.  You  name  it,  we've  got 
it.  From  detergent  to  huge  cranes  and  entire  rigs.  For  finding,  developing  and  pro- 
ducing precious  U.  S.  oil  and  gas  offshore  and  on  land.  We  sold  the  oilpatch  5,500 
miles  of  special  Armco  pipe  in  1978.  There's  more  to  come:  at  least  20  new  products 
are  on  their  way  to  market  at  any  one  time.  This  year  we  expect  to  sell  an  extra 
$50,000,000  worth  of  items  Armco's  National  Supply  Company  didn't  even  offer  in 
1978.  Not  bad  for  one  Armco  division.  But  then  sales  of  Armco's  oilfield  and  produc- 
tion equipment  alone  would  rank  it  among  the  335  largest  companies  in  America. 

Growth  isn't  the  only  way  to  measure  a  company.   

But  it's  one  good  way.  Armco  has  more.  C^^™^ 
Armco.  General  Offices,  Middletown,  Ohio  45043.  ARMCO 


V 


ays  to  put  aGreyhound  in  your  computer  rooi 


Leasing  a  computer  system  is 
an  important  undertaking  for 
any  business.  Equally  important 
is  selection  of  the  leasing 
company.  We  suggest  you  con- 
sider Greyhound  Computer 
Corporation. 

Greyhound  Computer  offers 
customers  a  full  range  of  the 
finest  computer  systems  and 
compatible  equipment.  And  with 
almost  20  years  experience,  our 


ability  to  custom-tailor  leases  to 
the  unique  requirements  of 
each  customer  is  unmatched. 

As  a  wholly-owned  subsidiary 
of  The  Greyhound  Corpora- 
tion, Greyhound  Computer  - 
and  its  customers  - 
benefit 
from  the 
financial 

stability  GREYHOUND 


and  resources  of  this  diversified 
organization. 

Greyhound  Computer  has  the 
equipment,  the  experience, 
the  people  and  the  resources  to 
satisfy  all  your  computer  re- 
quirements. Call  us  today 
We  d  like  to  show 
you  all  the  ways  it 
pays  to  put  a  Grey- 


hound in  your 

COMPUTER  CORPORATION  computer  room 
Professional  Computer  Leasing  800-528-6113 


Forbes 


The  Economy 


MONEY  &  INVESTMENTS 


Lies,  damned  lies 
and  statistics 


of  the  first  questions  reporters 
w  at  G.  William  Miller  after  it  was 
ounced  he  would  move  to  the  Trea- 
secretaryship  from  the  Federal  Re- 
ve  chairmanship  involved  the  appar- 
discrepancy  between  Fed  and  White 
use  recession  numbers, 
filler  had  told  Congress  that  this 
r's  GNP  would  drop  by  as  little  as  one- 
f  of  1%  or  as  much  as  2%.  And  that 
1980  rebound  would  be  sluggish — at 
rst  down  another  one-half  of  1%,  at 
t  up  2%  from  1979. 
The  Administration,  represented  by 
Secretary  W.  Michael  Blumenthal  and 
rector  of  the  Office  of  Management  & 
dget  James  T.  Mclntyre,  came  down 


on  the  sunny  side  of  those  figures.  The 
Administration  prediction  was  for  a  one- 
half  of  1%  decline  this  year  and  a  2% 
rebound  in  the  election  year. 

No  contradiction,  Miller  said.  The  Fed 
uses  a  range  while  the  White  House  pin- 
points. The  Fed  is  simply  more  cautious. 
So  Miller  said. 

Let's  face  it — more  than  statistical 
methods  are  involved  here.  The  Admin- 
istration is  indulging  in  a  good  deal  of 
wishful  thinking.  The  implications  of 
two  straight  down  years — the  Fed's 
worst  case — would  spell  an  election  di- 
saster for  President  Jimmy  Carter. 

What  we  are  dealing  with  here  is  noth- 
ing less  than  the  politicization  of  statis- 


Pick  a  number 


Administration  economic  forecasts  point  to  an  excellent  1980.  But  you 
could  get  quite  different  results  with  selection  of  a  different  base.  Results 
diverge  unfavorably  when  you  compare  full-year  averages  rather  than  year- 
■ad  levels.  On  a  full-year  comparison  basis,  real  GNP  growth  slows  in  1979 
and  gets  worse  in  1980.  Fourth-quarter  relationships  show  a  markedly 
different  trend:  GNP  declines  sharply  this  year  and  rebounds  in  1980. 
Inflation — past  and  future — shows  a  similar  divergence.  If  you  were  running 
for  office  in  1980,  which  data  would  you  track? 

Percent  change 
10% 


Inflation 


J  L 


J  I  L 


1979  1980 
Year-to-year  change 


1978  1979  1980 

4th  quarter-to-4th  quarter  change; 


Source  Treasury  Department 


tics.  Note,  for  example,  how  Administra- 
tion people  are  talking  about  an  inflation 
rate  of  over  13%  now.  Who's  kidding 
whom?  We  are  not  going  to  have  a  rate  of 
13%  for  the  full  year— the  first-half  fig- 
ures are  distorted  by  nonrecurring  food 
and  fuel  price  leaps.  The  Administration 
wants  to  maximize  the  bad  news  now  so 
that  they  can  claim  credit  when  the  in- 
flation rate  comes  down  of  its  own  mo- 
mentum in  the  second  half  of  1979  and 
the  early  part  of  1980. 

This  use  of  selective  statistics  ruins 
straight  thinking.  The  facts: 

The  consumer  boom  that  has  swept 
the  economy  to  new  heights  over  the 
past  several  years  is  over.  The  consumer 
is  up  to  his  neck  in  debt.  He  is  just 
beginning  to  feel  the  impact  of  higher 
gasoline  prices  and  is  yet  to  deal  with 
soaring  home  heating  costs  this  winter. 
While  it  is  true  that  the  coming  reces- 
sion will  be  geographically  spotty,  this 
only  means  that  some  parts  of  the  coun- 
try, the  Northeast  in  particular,  will  be 
hit  harder  than  overall  data  suggest. 

The  surprisingly  apolitical  Congres- 
sional Budget  Office  says  unemployment 
will  be  over  6.4%,  perhaps  as  high  as 
7.4%  this  year  and  will  most  likely  stay 
above  7%  throughout  the  election  year. 
An  overall  jobless  figure  of  7%  will  prob- 
ably mean  10%  or  more  in  many  parts  of 
the  country  since  California  and  the  Sun- 
belt will  fare  relatively  well — as  Jerry 
Flint  points  out  on  page  37. 

The  recession  could,  of  course,  be 
moderated  with  a  tax  cut — and  now  we 
come  to  the  crux  of  the  danger.  That 
people  are  already  talking  about  a  tax  cut 
when  the  recession  is  hardly  under  way 
is  ominous.  A  report  from  the  Congres- 
sional Budget  Office  warns:  "This  action 
[a  tax  cut]  would  conflict  with  the  goal  of 
a  balanced  budget  as  well  as  with  long- 
run  efforts  to  reduce  inflation." 

On  the  other  hand,  for  politicians,  it  is 
never  too  soon  to  talk  about  tax  cuts.  So, 
the  election  period  is  going  to  be  one  of 
great  danger  for  the  U.S.  economy.  The 
politicians  will  be  looking  for  an  excuse 
to  hand  consumers  a  tax  cut.  To  justify  it 
they  will  use  selective  statistics,  argue 
that  inflation  has  come  down  and  claim 
that  the  dollar  has  strengthened.  Beware 
of  politicians  who  spout  statistics.  ■ 
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( Capital  \  larkets 


Overall  trading  in  tax  exempts  is  nearly 
twice  as  great  in  dollar  terms  as  trading  in 
all  listed  equities. 

BAD  NEWS; 
GOOD  BUYS 


By  Ben  Weberman 


The  population  ex- 
plosion is  tame 
compared  with  the 
information  explo- 
sion. There  are  not 
enough  hours  in  the 
day  and  night  to  en- 
able a  businessman 
or  investor  to  keep 
up  with  everything 
that  he  should 
know.  And  yet  there  are  surprising 
gaps  in  the  information  picture. 

The  tax-exempt  bond  market  is  a 
startling  example.  This  is  a  tremen- 
dous market.  It  raises  $3.5  billion  a 
month  in  new  capital  and  trades  $500 
billion  a  year  on  the  secondary  mar- 
ket. Ponder  this:  Overall  trading  in 
tax  exempts  is  nearly  twice  as  great  in 
dollar  terms  as  trading  in  all  listed 
equities.  And  yet  equities  get  three 
pages  of  tables  every  day  in  the  Wall 
Street  Journal  while  tax-exempt  bonds 
get  4Vi  inches.  Exactly  47  tax-exempt 
issues  out  of  thousands  are  quoted  and 
for  these  chosen  47  the  information  is 
scanty:  no  volume  figures,  no  annual 
price  ranges.  By  comparison  with  oth- 
er newspapers,  however,  the  Wall 
Street  Journal  is  a  rich  mine  of  infor- 
mation on  tax  exempts. 

Seeking  information' on  this  market 
I  used  my  clout  as  a  money  market 
reporter  to  get  at  data  not  available 
even  to  the  average  professional  in- 
vestor— and  certainly  not  to  the  indi- 
vidual investor.  Lester  V.  Murphy  Jr., 
an  executive  of  Barr  Bros.  &  Co.,  of 
New  York,  a  major  turnpike  and  pow- 
er authority  bond  dealer  who  trades 
only  with  big  institutions  and  other 
dealers,  generously  agreed  to  open  his 
transaction  books  to  me.  I  was  par- 
ticularly interested  in  finding  out 
what  was  going  on  in  the  segment  of 
the  market  where  Barr  Bros,  special- 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


izes.  What  had  the  latest  manifesta- 
tion of  the  energy  crisis  done  to  toll- 
road  bonds?  What  had  Three  Mile  Is- 
land done  to  tax-free  nuclear  bond  is- 
sues? Had  the  bad  news  knocked 
down  prices  and  created  bargains?  If 
so  I  wanted  to  alert  my  readers.  Here 
is  what  I  discovered: 

1)  Unlike  in  1974-75,  toll-road 
bonds  have  not  been  hard  hit.  Holders 
did  not  dump  them  this  time  on  the 
news,  and  what  little  comes  to  mar- 
ket is  usually  snapped  up  by  the  issuer 
to  meet  sinking-fund  requirements. 

Most  toll-road  bonds  are  overpriced 
currently,  despite  the  threat  of  re- 
duced traffic.  Large  demand  for  this 
type  of  debt  issue  was  revealed  in  ear- 
ly July  when  it  was  proposed  that  the 
New  Jersey  Turnpike  Authority  sell 
almost  $600  million  of  new  bonds  to 
refund  outstanding  bonds. 

Investors  were  eager  for  the  toll- 
road  issue,  but  the  sale  had  to  be  post- 
poned, perhaps  permanently,  because 
of  a  flaw  in  the  plan  covering  sinking- 
fund  payments  which  raised  objec- 
tions from  the  trustee. 

I  would  avoid  toll-road  bonds,  there- 
fore, because  of  high  prices  and  the 
likelihood  of  reduced  revenues. 

2)  Nuclear-related  tax-exempt  bond 
prices,  however,  did  get  hit  by  Three 
Mile  Island  and,  consequently,  there 
are  good  values  there  now. 

It's  curious,  isn't  it?  Lightning 
doesn't  seem  to  strike  twice.  The  first 
outbreak  of  the  energy  crisis  clob- 
bered turnpike  bonds;  investors 
shrugged  off  the  second.  But  Three 
Mile  Island  was  a  first  and,  therefore, 
impacted  the  market;  presumably  the 
next  time  nuclear  gets  a  black  eye  in 
the  media,  this  market,  too,  will  shrug 
off  the  news.  But  I  digress.  Let's  get 
back  to  the  bargains. 

Les  Murphy  of  the  Barr  firm  likes 
the  issues  of  the  Washington  Public 
Power  Supply  System  (dubbed 
"Woops"  in  the  trade).  One  of  the 
fears  that  has  hammered  down  the 
prices  of  these  nuclear-related  tax 


exempts  is  that  the  antinukes  may 
succeed  in  shutting  down  the  plants 
that  secure  the  bonds.  However,  Ber- 
nard L.  Smith,  municipal  analyst  at 
First  Boston,  insists  that  in  the  Wash- 
ington system,  projects  1,  2  and  3  arel 
backed  by  a  net  billing  guarantee  from 
the  Bonneville  Power  Administration 
in  the  event  that  the  plants  becoma 
inoperable,  for  whatever  possible  real 
son.  These  bonds  yield  an  excellent 
6.75%  and  are  close  to  being  federally' 
guaranteed. 

The  same  authority's  project  4  anq 
5  bonds  don't  have  the  same  guaran-s 
tee,  so  they  yield  an  even  higher 
7.25%.  The  trouble  with  the  latter 
project  is  that — in  addition  to  the  mi- 
nor risk  of  a  complete  nuclear  shut- 
down— a  great  deal  more  financing 
lies  ahead  which  could  depress  the 
market  price. 

The  higher-yielding,  lower-quality 
issues  look  like  the  best  bet  for  those 
willing  to  risk  ownership  of  a  nuclear 
generator  before  Congress  decides 
firmly  to  back  this  type  of  power.  For 
those  who  want  to  sleep  easily  and 
not  worry  about  default,  the  best-qual- 
ity 6.75%  project  I,  2  and  3  issues  are 
great.  Remember,  for  an  investor  in  a 
50%  tax  bracket — and  who  isn't  these 
days? — 6.75%  free  of  federal  taxes  is 
equal  to  13.5%  in  taxable  interest. 

For  New  York  residents — and  oth- 
ers who  want  high  yield — the  Port 
Authority  of  New  York  and  New  Jer- 
sey 63/4S  of  2014  are  selling  at  101  to 
yield  about  6.65% .  The  credit  is  excel- 
lent and  toll  coverage  is  generous. 
New  York  residents  pay  no  state  tax 
on  these  issues,  while  interest  on 
Woops  and  other  out-of-state  issues  is 
subject  to  state  tax. 

The  Authority  believes  that  it  will 
lose  about  7%  of  its  weekend  rev- 
enues due  to  reduced  "impulse"  driv- 
ing by  individuals,  but  that  weekday 
traffic  will  not  fall  more  than  4% . 

A  long  shot  for  capital  appreciation 
is  the  New  York  State  Power  Author- 
ity, which  is  well  managed  and  should 
be  upgraded  within  the  next  year  or 
two  from  A  and  A-l  to  Aa,  bringing 
improvement  in  price  on  a  multitude 
of  outstanding  issues. 

The  6%s  of  2010  at  100  carry  good 
yield,  possibility  of  upgrading  from  A 
to  Aa,  and  triple  tax  exemption  for  a 
New  York  resident. 

How  can  investors  keep  up  with 
this  vast,  frequently  attractive,  mar- 
ket? Unfortunately,  they  can't.  So, 
from  time  to  time  I  will  try  to  throw 
some  light  on  promising  situations 
like  the  above.  ■ 
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mvco: 

Performance  &  Perspective 


Revenues 


$1  8B- 


1  6 


1  2 


1  0 


Approaching 
$2  Billion 

Avco's  revenues  have  grown  at  a 
compound  annual  rate  of  9  5%  over 
the  past  five  years  Rising  backlogs 
reflecting  participation  in  maior  long- 
term  commercial  and  military  pro- 
grams, including  the  L- 101 1  TriStar 
jetliner,  the  XM1  mam  battle  tank  and 
the  Canadair  Challenger  executive 
aircraft,  indicate  continued  growth 
In  1978.  $184  million,  including  re- 
search and  development  funds  and 
capital  spending,  was  invested  in 
Avco  s  future 


Net  Earnings 


$125M- 
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Stable  Profit  Base 

More  than  half  of  Avco  s  profits  are 
derived  from  its  consumer  finance 
and  insurance  subsidiaries,  Avco 
Financial  Services,  Inc  and  The 
Paul  Revere  Companies,  and  a  major 
portion  from  units  that  serve  the  inter- 
national general  aviation  and  com- 
mercial aircraft  markets  In  the  fiscal 
year  which  ended  November  30, 1978, 
fully-diluted  net  earnings  per  share 
reached  $5,05 


Debt/Capitaiizat  on     Capitalization  Ratio 


77  78 


The  parent  company's  debt/total 
capitalization  ratio  has  been  reversed 
in  the  past  five  years  -dramatically 
reducing  Avco's  exposure  to  high 
short-term  interest  rates 


'74    '75    76     77  '78 


Return  on  Equity 

20%- 
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The  Vital  Yardstick 

In  planning  the  Company  s  future, 
management  emphasizes  return  on 
equity  Over  the  past  three  years. 
Avco  s  return  has  consistently  sur- 
passed the  median  for  American  industry 
It  was  1 6%  in  1 978  when  the  median 
ROE  for  firms  comprising  the  Fortune 
500  was  14  3% 


BOOk  Value  (PerSnarei         Bljilding  ValU6 


$50- 


Book  value  per  share  has  doubled 
since  1974 -an  average  compound 
annual  growth  of  more  than  20%  each 
year  Common  dividends  are  currently 
being  paid  at  a  30C  quarterly  rate, 
equaling  the  highest  rate  in  Avco  s 
history 


74     75    '76     77  '78 

74     75  76 

77  78 

Highlights  of  the  Periods  Ended  May  31, 

Second  Quarter 

First  Half 

1979 

1978 

1979 

1978 

Revenues 

$485.535  000 

$443,346,000 

$937  338.000 

$827  640  000 

Earnings  Before  Extraordinary  Tax  Credits 

34  440.000 

32  557.000 

62.891.000 

60.624,000 

Extraordinary  Tax  Credits 

2.153.000 

1  126  000 

3.626.000 

2.280.000 

Net  Earnings 

$36593.000 

$33,683,000 

$66,517,000 

$62,904,000 

Net  Earnings  Per  Share 

Primary ' 

$2  53 

$2  58 

$4  58 

$4  79 

Fully  Diluted 

$1  48 

$1  38 

$2  71 

$2  59 

Stockholders  Equity  Per  Common  Share 

$50  75 

$46  46 

"Average  number  ot  shares  outstanding  increased  to  13  1  million  shares  in  1979  compared  to  1 1 

3  million  shares  in  1 978  due  to  voluntary  conver 

sions  of  976%  debentures 

AVCO  CORPORATION  (NYSE:AV)  is  a  diversified  company 
that  offers  a  wide  array  of  financial,  insurance  and  management 
services  worldwide.  It  manufactures  transportation  structures  and 
engines,  electronics,  farm  equipment  and  other  products;  performs 
highly  sophisticated  research;  distributes  motion  pictures  and 
develops  master  planned  residential  communities. 

For  further  information,  contact  Joanne  T  Lawrence,  Director  of  Corporate  Communications , 
^27 AVCO  CORPORATION  World  Headquarters:  1275  King  Street,  Greenwich,  Connecticut  U.S.A.  06830 


Stock  ( Comment 


MONEY  &  INVESTMENTS 


The  market  ignored  a  triple-whammy  of 
bad  news  but  it  also  paid  scant  attention  to 
very  good  corporate  profits  reports. 

IN  ITS 
STRIDE 


By  Heinz  H.  Biel 


As  IF  BECALMED  by 

the  summer  dol- 
drums, the  stock 
market  has  been 
fluctuating  listlessly 
for  the  past  several 
weeks.  There  was  a 
bit  of  summer  rally 
that  lifted  most 
stock  averages  to 
new  1979  highs,  but 
it  failed  to  meet  even  the  minimum 
objectives  of  the  bulls.  Wall  Street's 
tranquility,  however,  is  far  more  re- 
markable than  it  appears  on  the  sur- 
face. The  market  has  taken  in  its 
stride  a  virtual  avalanche  of  adverse 
news  developments,  and  it  has  done 
so  without  flinching. 

We  were  hit  by  a  triple-whammy — 
an  oncoming  recession  plus  worsen- 
ing inflation  and  on  top  of  that  the 
energy  crisis.  Extended  summitting  at 
Camp  David  produced  no  ready  solu- 
tions for  any  of  these  problems,  and 
the  violent  shakeup  of  the  Cabinet 
compounded  the  confusion.  It  is  not 
surprising  that  the  price  of  gold  soared 
into  the  sky  and  that  the  dollar  turned 
weak  again.  I  don't  know  whether  the 
President's  energy  program  is  feasible, 
but  I  do  know  that  crash  programs  of 
this  kind  are  exceedingly  expensive. 
Budget  deficits  are  sure  to  mount, 
and  the  inflation  rate  will  get  worse 
and  worse. 

The  market  shrugged  it  all  off,  at 
least  so  far.  It  also  ignored  the  raising 
of  the  Fed's  rediscount  rate  and  the 
unexpectedly  sharp  drop  in  the  second 
quarter's  GNP.  On  the  other  hand,  the 
market  also  paid  scant  attention  to 
corporate  profits  reports,  which  in 
many  instances  exceeded  expecta- 
tions by  wide  margins. 

A  market  that  shows  such  a  high 
degree  of  immunity  to  bad  news 

Heinz  H  Biel  is  a  rice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott. 


would  seem  to  have  little  downside 
risk.  It  is  quite  possible,  of  course, 
that  I  may  have  to  eat  these  words  in 
the  months  or  even  weeks  ahead,  if 
things  get  much  worse  than  is  pres- 
ently anticipated  and  get  factored  into 
the  price  level  of  stocks.  But  it  should 
also  be  noted  that  it  has  been  the 
experience  in  the  past  hat  as  corpo- 
rate earnings  decline  during  a  reces- 
sion, the  price/earnings  ratio  will  im- 
prove, often  more  than  offsetting  the 
drop  in  profits. 

For  example,  at  present  the  Dow 
Jones  industrial  stock  average  stands 
at  about  830,  with  earnings  for  the  12 
months  to  June  of  about  128.  That  is 
an  unusually  low  P/E  ratio  of  6.5, 
which  obviously  anticipates  an  im- 
pending decline  in  corporate  profits.  If 
this  decline  is,  say,  25%,  earnings  on 
the  DJI  would  be  down  to  94.  At  that 
point,  however,  the  expectation  of  a 
profit  recovery  may  lift  the  price/earn- 
ings ratio  to  10  and  that  would  mean 
940  for  the  DJI,  or  100  points  above 
the  current  level. 

A  nice  dream?  No.  It  has  happened 
that  way,  more  or  less,  during  pre- 
vious recessions.  To  be  sure,  the  num- 
bers vary  and  the  time  element  may 
differ,  but  the  pattern  is  pretty  well 
established,  and  it  does  make  sense.  It 
is  also  obvious  that  an  earnings  de- 
cline of  as  much  as  50%  would  call  for 
a  doubling  of  the  P/E  ratio  merely  to 
keep  the  market  where  it  is  right 
now,  which  may  be  asking  a  little  too 
much.  The  present  market,  in  my 
opinion,  does  not  expect  and  does  not 
"discount"  a  recession  of  such  great 
severity,  but  even  if  it  is  only  a  remote 
possibility,  it  should  not  be  ignored 
altogether. 

It  is  for  this  reason  that  I  prefer  to 
maintain  a  fair-sized  buying  reserve, 
which  should  be  in  liquid  form  to  be 
instantly  available  when  the  time 
comes.  Treasury  bills,  the  money 
funds  and  the  like  are  ideally  suitable 
for  the  purpose.  Recently,  however, 
more  aggressive  investors  have  been 


using  British  government  securities 
the  "gilts,"  as  a  temporary  parkin 
place  for  their  reserve  funds,  and  the 
have  been  highly  profitable. 

The  gilts  are  as  liquid  as  our  Trea 
sury  bills  and  the  yield  is  about  3°/ 
higher.  But  that  is  not  the  sole  reasoi 
for  buying  British  governments.  Th 
combination  of  Margaret  Thatche 
and  North  Sea  oil  not  only  has  dom 
miracles  for  the  pound,  which  appre 
ciated  greatly  against  our  dollar,  but  i 
has  also  tempered  the  inflation  rat 
and  reduced  interest  rates  a  bit,  cauj 
ing  bond  prices  to  rise.  The  wa; 
things  are  going  over  here — and  Mrs 
Thatcher  does  not  have  an  American 
born  sister  who  could  help  us  out  a  I 
next  year's  election — the  dollar'pounc 
relationship  may  continue  to  favo 
the  latter.  Of  course,  there  is  a  risk,  ii 
fact  a  double  risk,  namely  the  currerl 
cy  risk  and  the  bond  price  risk.  But  ii 
there  ever  a  way  to  make  a  proft 
without  taking  some  risk?  By  th< 
way,  British  commissions  on  govern 
ment  bonds  are  very  modest. 

It  is  hardly  surprising  that  all  ener; 
gy-related  stocks  arc  now  in  higlj 
fashion.  Oil  and  gas  stocks  lead  the 
parade  for  the  most  obvious  reason) 
and  while  this  industry  is  likely  to  b< 
subjected  to  somewhat  punitive  taxi 
ation,  it  is  too  indispensable  to 
chocked  and  crippled.  Coal  also  woulq 
seem  to  be  a  natural  choice,  but  thera 
are  not  many  companies  to  choosq 
from.  It  may  be  better  to  invest  in 
companies  with  major  coal  interests! 
(Conoco  or  AMAX),  or  railroads  thaj 
transport  coal  (Burlington  Northern 
or  in  companies  that  make  coal-min 
ing  machinery  (Bucyrus-Erie). 

And  then  there  are  the  companies 
that  have,  or  hope  to  have,  the  tech 
nology  and  the  engineering  capabili 
ties  for  converting  coal  or  shale  or  tai) 
sands  into  oil,  or  for  converting  sunj 
power  into  a  usable  energy  form;  andj 
the  companies  that  make  the  equip 
ment  to  prevent  pollution  and  other 
ecological  damage,-  etc.,  etc.  I  do  not) 
wish  to  delve  deeply  into  this  broad) 
field  of  energy-related  stocks  whose 
present  popularity  is  being  over-ex 
ploited  by  every  stockbroker  in  The] 
Street.  We  went  through  the  same 
routine  the  first  time  around  in  late 
1973  and  early  1974.  The  excitement 
subsided  within  a  matter  of  a  few 
months,  and  so  did  the  prices  of  these 
"concept"  stocks.  Investors  should 
leave  this  game  to  the  trader  and  stick 
to  stocks  whose  investment  value 
rests  on  a  more  substantial  foundation 
than  mere  potential.  B 
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Keene  earnings 
have  already  grown 
by  over  33%. 


72 -1st  Qlf79lPS> 


4l29~1st  (talf'Tg  IPS 


And  we  still  have 
a  half  year  to  go. 


Keene  earnings  per  share  grow  and  grow.  For 
j  the  2nd  Quarter  of  '79,  they  were  up  to  95?. 
That's  34%  higher  than  the  same  quarter  last 
year.  It's  the  fifteenth  time  in  a  row  that  earnings 
have  surpassed  the  previous  record  for  the 
f  corresponding  quarter.  And  when  you  com- 
I  bine  the  1st  and  2nd  Quarters,  EPS  come  to 
$1.72  compared  to  $1.29  last  year.  That's  a 
j  33.3%  increase,  l/3rd  on  the  nose.  First-half 
i  sales  and  net  income  also  reached  new  record 
levels.  Sales  hit  $98  million  -  up  24%  from 
first-half  '78.  And  net  income  rose  to  $5.4  mil- 
lion —  a  26%  increase. 


One  big  reason  for  Keene  s  rising  earnings  is 
increased  productivity.  In  1974,  dollar  sales 
per  employee  were  $49,400.  By  '78,  the  figure 
was  up  55%  to  $76,800.  For  the  first  half  of 
1979,  it's  reached  $87,000.  And  over  the  last 
10  years,  it's  climbed  no  less  than  169%.  To  find 
out  the  many  other  ways  we're  making  our 
concentration  on  bearings,  lighting,  filtration 
and  laminates  steadily  more  profitable,  write 
for  our  annual  and  quarterly  reports. 


KEENE 

CORPORATION 


200  Park  Ave.,  N.Y,  N.Y.  10017 


Commodities 


Many  people  are  wondering:  Is  the  plati- 
num market  at  or  near  a  cyclical  peak? 

A  PUZZLE  IN 
PLATINUM 


By  Stanley  W.  Angrist 


If  diamonds  are  a 
girl's  best  friend 
then  a  girl's  second 
best  friend  might  be 
what  diamonds  are 
customarily  set  in — 
platinum.  And  that 
precious  metal  has 
been  making  a  lot  of 
friends  among  bull- 
ish   speculators  of 


both  sexes.  Last  summer  platinum 
was  selling  for  around  $220  per  ounce; 
this  summer  the  same  contract  has 
exceeded  $440  per  ounce.  That  little 
run-up  would  have  been  worth  $8,500 
per  50-troy-ounce  contract — about  a 
500%  return  on  a  platinum  contract's 
margin  money  of  $1,500. 

Considering  this  dramatic  price  in- 
crease, and  with  the  talk  of  a  reces- 
sion multiplying,  many  people  are 
starting  to  wonder:  Is  the  platinum 
market  at  or  near  a  cyclical  peak? 

Let's  consider  the  demand  outlook 
and  the  extent  to  which  usage  could 
be  curbed  by  two  potentially  inhibit- 
ing factors:  1)  a  possible  U.S.  reces- 
sion and  growth  slowdown  abroad; 
and  2)  the  adverse  effect  of  high 
prices,  particularly  on  platinum's  use 
in  jewelry. 

Basically,  the  demand  for  platinum 
in  the  U.S.  is  not  sensitive  to  chang- 
ing prices.  It  is  mainly  influenced  by 
overall  business  activity — particularly 
auto  sales  and  capital  expenditures  in 
the  key  platinum-using  industries  of 
petroleum,  chemicals  and  glass.  (Plati- 
num's relationship  to  these  activities 
has  to  do  with  the  metal's  unique 
property  as  a  chemical  catalyst.) 

In  the  mild  recession  of  1969-70, 
platinum  use  scarcely  declined  at  all 
as  expansion  in  the  petroleum  refin- 
ing sector  kept  demand  up.  In  the 


Stanley  W.  Angrist  is  a  professor  at  Carnegie 
Mel/on  t  'nipersity,  attcl  the  author  of  Sensible 
Speculating  in  Commodities. 
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1974-76  recession,  platinum  demand 
was  maintained  by  the  mandatory  in- 
troduction of  the  catalytic  converter 
on  new  autos.  The  question  now  is, 
will  strong  growth  in  any  platinum 
demand  sector  again  offset  weakness 
in  other  use  areas?  It  looks  like  plati- 
num use  per  vehicle  will  be  up  with 
the  current  model  year,  which  should 
outweigh  any  foreseeable  decline  in 
auto  sales.  Barring  a  massive  down- 
swing in  capital  expenditures,  plati- 
num use  should  not  suffer  too  great  a 
decline  in  the  nonjewelry  areas. 

On  the  supply  side,  it  now  appears 
that  world  availability  is  expanding  at 
a  modest  rate.  South  Africa  has  gradu- 
ally lifted  production  to  near  present 
capacity  limits.  It  has  not  been  more 
aggressive  in  expanding  its  produc- 
tion efforts  because  of  two  factors:  1) 
doubts  about  the  business  outlook, 
and  2)  Soviet  intentions  with  respect 
to  its  needs  for  hard  currency.  Canadi- 
an production  is  now  picking  up  after 
being  curtailed  by  a  sharp  cutback  in 
nickel  production  of  which  platinum 
is  a  by-product. 

But  the  biggest  supply  question 
mark  has  to  do  with  the  future  level  of 
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Soviet  sales  to  the  West.  J.  Aron  Com 
modities  Corp.,  a  precious  metali 
trading  firm,  has  estimated  that  direc 
shipments  from  the  U.S.S.R.  in  197( 
were  around  250,000  ounces,  which  ij 
less  than  half  the  estimated  averag< 
annual  rate  in  the  1974-77  period 
Some  sources  suggest  that  Sovie 
grain  import  requirements  may  re 
quire  the  expansion  of  precious  met 
als  sales.  However,  there  is  no  way  t< 
know  if  the  U.S.S.R.  is  in  a  position  t( 
boost  sales  or  if  such  an  action  is  ever 
necessary.  All  one  can  say  is  that  i 
Soviet  sales  increase,  the  market  im 
pact  will  be  substantial. 

Platinum's  overall  statistical  pio 
ture  is  revealed  in  the  table  below  a; 
prepared  by  ].  Aron.  The  net  suppl) 
deficit  of  around  575,000  ounces  ii 
1978  was  largely  produced  by  the  So] 
viet  withdrawal  from  the  market.  The 
net  deficit  figure  is  an  estimate  of  thfl 
quantity  of  platinum  withdrawn  from 
stocks  in  the  non-Communist  world 
Whether  there  is  a  surplus  or  deficit  in 
1980  depends  on  two  factors:  the  sej 
verity  of  the  downturn  in  economid 
activity  and  the  extent  of  Soviet  sales] 
The  table  shows  two  forecasts  based 
on  two  different  depths  of  recession 
Both  cases  reveal  a  surplus  for  1980. 

On  balance,  I  am  a  bear  on  plati-! 
num.  I  would  be  a  seller  of  the  January] 
1980  contract  at  prices  over  $400  pei 
ounce.  I  would  risk  no  more  than 
$1,000  ($20  per  ounce)  on  any  ona 
contract.  I  can  see  prices  retreating  td 
the  $350-per-ounce  level,  which; 
would  represent  a  gain  of  about  $2,500 
per  contract.  Because  of  inflationary 
expectations,  going  short  on  any  ol 
the  precious  metals  is  a  high-risk  bet^ 
but  I  believe  this  to  be  a  good  one.  ■ 


Platinum's  statistical  outlook 

No  matter  which  forecast  you  choose,  there  should  be  a  surplus  of  platinum  for  1980. 

Mine  production 

(thousands  of  troy  ounces) 
1977       1978  1979* 

1980 
A  B 

South  Africa 
Canada  &  others 
Total 

1,829 
242 
2,071 

1,775 
165 
1,940 

2,040 
180 
2,220 

2,150 
230 
2,380 

2,125 
210 

2,335 

Scrap 

Total  supply 

100 
2,171 

100 
2.040 

100 

2,320 

100 
2,480 

100 

2,435 

Consumption 

U.S. 
Japan 

W.  Europe  &  others 
Total 

790 
1,106 

475 
2,371 

1,196 
1,170 
500 
2,866 

1,200 
1,100 
510 
2,810 

1,200 
1,050 
520 
2,770 

1,050 
1,000 
490 
2,540 

Non-Communist  deficit 

-200 

-826 

^90 

-290 

-105 

Soviet  sales 

600 

250 

300 

300 

300 

Net 

+400 

-576 

-190 

+  10 

+  195 

Source:  I  Aron  Precious  Metals  Research  Department     'Preliminary.  tForecast 
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Amcord  Reports 

ENERGY 
IN  EARNINGS 


If  there  is  one  single  thing  we  at 
Amcord  believe  in,  it  is  forward  plan- 
ning. By  the  numbers. 

And,  as  these  charts  demonstrate, 
forward  planning  is  easily  measur- 
able. It  can  pay  off  on  the  bottom 
line  as  well  as  lay  the  groundwork 
for  future  earnings  and  dividend 
growth. 

Amcord's  first-half  earnings  over  the 
past  five  years  are  the  result  of  a 
continuing  strong  demand  for  our 
cement  products  in  such  markets  as 
Southern  California  and  Arizona, 
plus  the  operating  efficiencies 
which  have  resulted  from  convert- 
ing all  of  our  cement  kilns  to  coal 
from  oil  and  natural  gas  as  a  primary 
source  of  fuel. 

That  is  the  kind  of  forward  planning 
that  pays  off  on  the  bottom  line 
while  simultaneously  helping  to  con- 
serve our  nation's  critically  scarce 
petroleum  resources. 


First  Half 

Earnings  per  Share  $0.68 


1975  1976 


One  of  America's  Leading 
Cement  Producers 


In  fact,  we  have  become  so  energy- 
conscious  over  the  past  few  years 
that  we  have  acquired  substantial 
coal  deposits  in  New  Mexico  and 
Pennsylvania  and  are  expanding 
their  productivity. 

Not  only  to  help  supply  our  own 
energy  needs,  but  to  help  supply  the 
energy  needs  of  others,  as  well. 

That's  what  we  call  energetic 
planning. 

$1.39 


$1.07 


1977  1978 


Amcord,  Inc., 

Newport  Beach,  California 

92660 

Listed  NYSE,  PSE: 
Symbol  AAC 


INCOME 
INCOME 
INCOME 


Financial  Strategy 


0 


DAILY  INCOME 

Financial  Daily  Income  Shares,  Inc. 

. . .  seeking  high  current  income  from  money 
market  instruments,  consistent  with  safety  of  capital 
and  liquidity 

INCOME  AND  GROWTH 

Financial  Industrial  Income  Fund,  Inc. 

. . .  seeking  current  income  with  capital  growth 

HIGH  BOND  INCOME 

Financial  Bond  Shares,  Inc. 

. .  seeking  a  high  level  of  current  income  from  a 
fixed  income  portfolio 

No  Sales  Charge     No  Redemption  Fee 

Call  Toil-Free  in  Continental  U.S.  1-800- 525-9831 


Financial  Programs,  Inc.       4  fo  2  FJB146R1-16 
P.O.  Box  2040,  Denver,  Colorado  80201 
Send  prospectus  and  information  for: 

  Financial  Daily  Income  Shares,  Inc. 

  Financial  Industrial  Income  Fund,  Inc. 

  Financial  Bond  Shares,  Inc 

Name  

Address  


City 


Stale 


-Zip- 


A  prospectus  containing  more  complete  information  about  the 
Financial  Funds  checked  above,  including  management  fee 
charges  and  expenses,  will  be  sent  upon  receipt  of  coupon  or  call. 
Read  it  carefully  before  you  invest  or  forward  money. 


Consistent 
Investment 


■ 
i 
i 
i 
i 
i 
i 
i 
i 
i 

Li 


One  of  six 
good  reasons  why 
you  should  consider 
Penn  Square. 

For  more  complete  information 
including  management  charges 
and  expenses,  please  write  or  call 
for  a  prospectus  and  our 
pamphlet,  "Six  Good 
Reasons".  Read  it  carefully 
before  you  invest  or  send  money. 

Call  Toll  Free: 
800-523-8441 

(In  Pa.  call  collect  215-376-677!) 
Or  Write: 

Complete  and  mail  to  address  below 
Name  


Address  _ 


.Zip. 


Penn  Square  Mutual  Fund 

'O  8ox  1419.  Dept  A,  Reading,  Pa  19603 
ENNI    A  No-Load  Fund 


What  should  one  do  if  he  fears  he  ma 
eventually  lose  the  desire  or  ability  to  loo\ 
after  his  business  affairs  in  a  prudent  way 

A  REVOCABLE 
TRUST 


By  John  Train 


One  of  my  New  En- 
gland client  families 
had  a  prosperous  un- 
cle who  contributed 
to  their  children's 
education  expenses. 
He'd  had  a  long  and 
successful  career  in 
business.  After  he 
turned  80,  though, 
and  his  wife  died, 
his  judgment  seemed  to  fade. 

He  became  infatuated  with  a  wom- 
an of  different  background  and  tastes, 
who  began  leading  him  a  merry  dance 
indeed.  She  got  him  to  put  up  the 
money  to  back  her  in  an  art  gallery 
venture,  which  was  managed  on  a 
day-by-day  basis  by  a  handsome 
young  man.  Before  it  was  all  over,  the 
old  uncle  had  to  come  up  with 
$90,000  to  cover  the  losses  and  give 
the  enterprise  a  decent  burial.  Then 
the  lady  friend  got  my  clients'  uncle  to 
buy  a  condominium  in  Miami,  a  part 
of  the  world  that  hadn't  been  his  style 
at  all.  They  spent  a  good  deal  of  mon- 
ey fixing  it  up.  She  did  a  lot  of  galli- 
vanting about  while  he  vegetated  un- 
der a  beach  umbrella.  There  were  sev- 
eral other  costly  imprudences. 

Occasionally  a  semidisability 
comes  about  after  a  small  stroke;  usu- 
ally it  just  seems  to  be  part  of  the 
gradual  aging  process. 

Unfortunately,  such  persons  are  all 
too  often  taken  advantage  of  by  the 
unscrupulous.  One  hears  of  80-year- 
old  women  who  are  inveigled  into  lay- 
ing out  many  thousands  of  dollars  for 
lifetime  dance  courses;  long-retired 
businessmen  who  are  hustled  into 
flimsy  oil-drilling  schemes  even 
though  they  are  no  longer  in  high  tax 
brackets. 
All  of  us,  if  we  live  long  enough,  can 

John  Train  is  president  of  Train,  Smith,  Imiest- 
ment  Counsel,  New  York,  and  the  author  of 
Dance  of  the  Money  Bees. 


anticipate  the  possibility  that  we  w 
lose  the  desire  or  ability  to  look  afi 
our  business  affairs  in  a  prudent  wai 

What  should  one  do  if  one  fears  t 
eventuality  and  wants  to  provide 
it?  There  is  a  satisfactory  soluti 
available:  an  appropriately  design) 
revocable  trust. 

Before  discussing  that  formula,  ] 
me  explain  what  is  wrong  with  son 
of  the  other  alternatives. 

A  power  of  attorney  to  a  trusted  fain 
member  or  adviser.  In  many  stal 
powers  of  attorney  are  extinguish 
by  the  grantor's  incompetence. 

A  "durable"  power  of  attorney  tr 
specifically  states  that  it  is  intend 
to  survive  one's  disability.  (This  po 
sibility  exists  in  certain  states.)  In  rj 
opinion  it  confers  too  much  power 
the  attorney  to  be  suitable  as  mc 
than  a  temporary  expedient.  The  d« 
ignated  attorney  should,  of  course, 
younger  than  the  grantor,  otherw: 
you  may  have  the  blind  leading  t 
blind.  This  younger  person,  after  yes 
of  power  over  the  older  one,  may  wt 
abuse  the  situation  in  some  way— 
at  least  make  the  family  nervous 
and  is  not  subject  to  regular  outsi 
supervision  or  control. 

A  court-appointed  committee.  This 
an  ugly  business,  humiliating  to  : 
object,  since  he  must  be  declared  i 
competent.  Furthermore,  courts 
reluctant  to  get  involved  in  such  m; 
ters,  since  it  involves  reaching  in 
the  heart  of  the  family.  The  court  w 
often  let  a  foolish  old  person  dissipa 
his  substance  as  long  as  he  avoi 
anything  really  wild,  such  as  doii 
himself  physical  harm. 

A  conservatorship.  This  is  a  volunta 
or  involuntary  court  proceeding 
which  a  subject  is  merely  found  u 
able  to  manage  his  affairs  (not  incor 
petent)  and  is  placed  under  the  prote 
tion  of  a  conservator.  But  this  way 
expensive — there's  a  special  guardi; 
and  a  receiver  as  well  as  a  lawyer 
arrange  it  all.  And  if  the  older  persfl  W: 
becomes  a  bit  foolish,  he  may  we 
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m  reluctant  to  accept  the  idea. 
warecocable  trust  that  becomes  irrevo- 
m>  in  case  of  incompetence  This,  as 
Ht  specialist  Lisk  Wyckoff  of  Tru- 
ll Sillcox  in  New  York  emphasizes, 
■ :  much  cheaper  and  more  flexible 
■roach.  In  a  typical  arrangement 
■|  settlor  puts  his  property  into  a 

■  cable  trust  with  himself  as  a 
|i  tee  and  his  bank,  for  instance,  as 

■  rustee.  If  his  doctor  certifies  in 
I  ing  to  the  bank  that  he  is  no  long- 

Ible  to  conduct  business  transac- 
s  in  a  prudent  way,  then  the  bank 
thereafter  manage  his  property 
his  benefit  and  provide  care  for 
generally, 
i  he  settlor  of  a  revocable  trust  of 
I  description  should  thus  have  rea- 
ible  confidence  that  his  powers 
not  be  denied  him  while  he  is  able 
se  them  competently — indeed,  he 
|  change  or  scrap  the  whole  setup — 
|  also  when  that's  no  longer  so,  he 
I  be  protected  from  his  own  errors 
Madgment. 

mere  are  many  variations  of  this 
Ingement,  which,  if  the  idea  has 
pal,  should  be  discussed  with  one's 
[yer  and  other  advisers. 
I  revocable  trust  has  no  tax  effect 
til  the  settlor  dies,  when  it  turns 
|>  an  irrevocable  trust  and  disposes 
lis  estate.  It  can,  in  fact,  be  almost 
pout  effect  during  the  life  and 
Iipetence  of  the  settlor. 

■  does,  however,  offer  advantages 
irobate  proceedings,  notably  confi- 
atiality  (the  holdings  are  not  spread 
(the  public  record,  which  often  in- 
Ls  undesirable  attention),  and  it  en- 
|;s  the  settlor  to  set  up  for  later  a 
Lncial  methodology  that  he  can 
jiy  and  tinker  with  before  it  gets 
Jin  concrete. 

j>ne  should  go  to  the  successor 
ptees,  discuss  the  idea  fully  and 
Hie  with  them  on  their  functions 
U  compensation. 

Hi  these  and  all  such  estate  matters 
b  first  thing  to  do  is  write  a  state- 
|nt  of  intent  setting  forth  in  simple, 
|>rmal  fashion  what  one  has  in 
lid,  what  one  wants  to  achieve, 
1  's  hopes  and  fears. 
I'his  paper  can  then  be  used  by 
1's  lawyer  (who  should  be  qualified 
i:rusts  and  estates)  in  working  out 
|  appropriate  instrument, 
jurthermore,  as  the  decades  pass  it 
joften  hard  to  remember  clearly 
lat  the  settlor  wanted.  Even  though 
Itter  of  intent  is  not  binding,  it  can 
imost  helpful  for  the  guidance  of  all 
icerned  to  have  such  a  statement 
j:he  settlor's  own  words.  ■ 


-Vanguard  offers:  

TAX-FREE  INCOME 

—any  way  you  want  it ! 

□  SHORT-TERM  PORTFOLIO 

□  INTERMEDIATE -TERM  PORTFOLIO 

□  LONG-TERM  PORTFOLIO 

□  HIGH -YIELD  PORTFOLIO 

Only  Warwick  Municipal  Bond  Fund  •  Convenient  Daily  Liquidity.! 

gives  you  four  different  tax-free  port-  .  f  rCL.  Checkwriting.t 

folios  to  choose  from.  So  you  can  earn      _  »<    .Ui     i  ,  .. 

,  .,  ,„  c  »•  .  .u  •Monthly  cheeks  or  tax-free  corn- 
da  ly  tax-free  income"  just  the  way  you  , 

*                      '             J  J  pounding, 

want  it.  '  • 

.  v,     i     .         ,#vw;   f  •  Free  exchange  among  the  portfolios. 

•  No  sales  charge-  100%  of  your  mop-  b         p  ' 

ey  goes  to  work  immediately.  'Some  income  ma\  be  subiect  lo  simv  ami  Weal  r«\vi 

■f  All  i  cJt •nminm\  my  at  lilt'  lin  n  cini  rni  net  asset  value. 

For  complete  information,  mail  the  coupon  today. 

Or  call  toll-free  (800)  523-7910.  In  Pennsylvania,  call  collect:  (800>  362-7688. 


•Warwick 


Municipal  Bond  Fund  K,"N 

Warwick  Municipal  Bond  Fund 

Drummer's  Lane,  Valley  Forge.  Pennsylvania  !lMK2 

/  would  like  more  complete  information  including  advisory  fees,  distribution 
churiies  and  other  expenses.  Please  send  me  a  Prospectus  so  I  may  read  u 
carefully  before  I  invest  or  send  money. 

AMIMBIROF  I',,,,, 

i;  ii  Vanguard  " 

°  GROUP  AddKSS 

OF  INVLSTMtNI  COMPANILS      <M\  State  Zip 


One  Grand  opportunity. 


High  yield  with  just 
$1000  or  more.  (Call  toll-free 
for  current  yield.)* 

No  redemption 
penalties 

Phone  purchases 
and  withdrawals 
possible 

Daily 
liquidity 


Free 
checkwriting. 

Ix)w-cost 
management 

G(K>d  stability 
through  quality 
bonds. 


*Call  free  1 -800-638-5660. 
If  busy,  or  in  Maryland,  call 
301-547-2136  collect 

A6 


Howe  Price 
New  Income  Rind,  Inc. 

100  East  Pratt  Street,  Baltimore,  Md.  21202 


No  sales 
charge 


Name  _ 
|  Address 
City  


State 


Zip. 


j  Fur  more  complete  information.  ini  luilinK  the  management  fee  and 


other  charges  and  expenses,  obtain  a  prospectus.  Read  it  carefully 
|J>efore  you  invest  or  send  money. 
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WHICH 

NO  LOADS 

(no  broker  tee) 

ARE  EXPECTED  TO  PERFORM 
BEST  IN  THE  YEAR  AHEAD? 


Psyching  The  \  Iarket  I 


GROWTH  FUND  GUIDE  is  an  advisory  service 
that  tells  you  what  it  thinks  and  why.  No 
doubletalk. 

CURRENT  ISSUE  contains  24  pages  of  forecasts, 
ratings,  charts,  risk  ratios  &  strength  studies  on 
what  are  believed  to  be  the  nation's  top  NO-LOAD 
(no  broker  fee)  funds.  Aggressive,  Growth,  Quality, 
Cash  Haven  and  Special  Situation  Funds  (gold, 
mergers,  instant  switch  funds)  are  all  covered. 
See  which  NO-LOADS  are  now  leading  the 
way  up  in  each  classification. 

SPECIAL  $1  OFFER 

will  bring  you  immediately  by  return  mail 
Our  current  issue  Reg.  $3.75 

+  Bonus  report  No  Load  vs.  Load  Reg.  $2.50 
Simply  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-C7    P.  0.  Box  2109 
Yreka, Calif.  96097 

Subscription  cannot  be  assigned  without  your  consent 
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TH[  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 


Forbes 

Classified 

appears  in 
the  first  issue 
of  every  month, 

Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 
information  on 
FORBES  CLASSIFIED 
call 

Sarah  Madison 
(212)  620-2371 


One  manufacturing  VP  said:  "I'm  n 
buying  a  single  share  of  anything  untii 
see  where  the  government  is  headed. " 


EUROPEAN 
ATTITUDES 


By  S rally  Blotnick 


The  gap  between 
Europe  and  the  U.S. 
has  narrowed  dra- 
matically in  recent 
weeks.  One  way  in 
which  the  European 
and  American  in- 
vestors I  survey 
have  always  differed 
is  this:  Europeans 
are  significantly 
more  likely  to  base  their  buy  or  sell 
decisions  on  political  news.  They  talk 
endlessly  about  shifts  in  national 
mood  to  the  right  or  to  the  left.  If  they 
don't  like  the  shift,  they  will  sell  their 
stocks. 

American  investors,  on  the  other 
hand,  are  more  likely  to  base  their 
investment  decisions  on  economi< 
news.  They  are  more  hardheaded  ii 
their  approach.  Data — sales  and  earn- 
ings— not  ideologies  or  political  ac- 
tions, have  always  mattered  most. 

That  is  until  Carter  fired  five  of  his 
Cabinet  members  in  mid-July.  Then, 
for  the  first  time,  the  Atlantic  disap- 
peared and  the  distance  between  Eu- 
ropean and  American  investment 
thinking  vanished.  Seasoned  Ameri- 
can investors,  used  to  intelligently 
discussing  capital  investment,  con- 
sumer debt  and  GNP,  suddenly  sound- 
ed just  like  their  European  cousins.  It 
got  confusing.  I've  been  to  Europe 
three  times  in  the  last  eight  months 
talking  to  investors.  But  last  month  I 
wasn't  quite  certain  where  I  was. 

An  American  investor,  a  53-year- 
old  vice  president  of  manufacturing, 
commented:  "I'm  not  buying  a  single 
share  of  anything  until  I  see  where  the 
government  is  headed."  A  Swiss  or 
German  banker  wouldn't  have  spoken 
differently.  A  46-year-old  furniture 
salesman  asked:  "Are  we  drifting  to 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  the  book  Winning:  The  Psychol- 
ogy of  Successful  Investing. 
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the  right?  Or  is  Carter  using  sci 
goats  the  way  tyrants  always  do 
ing  hard  times?" 

All  the  talk  about  Carter's  fondjjtf' 
for  "team  players"  struck  the  ma 
ity  of  people  I  surveyed  as  a  sml 
screen.  In  their  view,  any  polit 
leader  unhappy  about  the  power 
subordinates  have  would  be  inch 
to  replace  them  periodically  witli 
notice  so  that  the  authority  of  t 
office  regularly  returned  to  him. 
most  30%  of  the  investors  I  talket 
were  of  that  opinion. 

As  a  44-year-old  woman  wh< 
communications  director  at  a  m 
firm  said:  "Who  cares  who  holds  c. 
net  posts  in  a  dictatorship?  All 
power  is  concentrated  in  the  di< 
tor's  hands,  anyway."  A  shipping 
ecutive  put  it  very  well:  "Calra 
couldn't  dissolve  Congress,  so  he  fi  is 
some  of  the  people  he  hired." 

A  tradjtioji_of-peHti€a4--irrstabi 
KaTTong  inclined  Europeans  to  c 
vert  part  of  their  surplus  cash  i 
gold.  "What  I  like  about  gold, "  an  P 
than  businessman  told  me  in  H 
"is  its  portability.  I  can  take  it  vi 
me  anywhere."  That  it  didn't  pay 
annual  dividend  was  less  import 
than  the  fact  that  it  didn't  detenoi 
in  value.  "If  you  live  in  a  country 
turmoil,"  a  wealthy  Frenchman  l 
me  20  years  ago,  "you  worry  gre: 
about  the  safety  of  your  money." 

If  instability  leads  to  caution,  t 
hoarding  mentality,  it  also  leads 
the  other  extreme — a  fondness 
gambling.  Paradoxically,  money 
comes  something  to  hold  on  to  at 
cost  or  it  becomes  a  plaything,  bu 
is  no  longer  something  to  make  lc 
term  commitment's  with.  "I  alw 
take  a  portion  of  my  annual  profits 
Dutch  store  owner  told  me, 
spend  it  at  Monte  Carlo.  Governm 
crises  have  never  affected  the 
there." 

In  short:  In  Europe,  an  interest 
gold  and  gambling  resulted  from 
litical  instability.  In  the  U.S., 
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01  ic  instability,  in  the  form  of  per-  I 
is  ntly  high  rates  of  inflation,  is  cur-  | 
H(.y  producing  the  same  result. 
America  now  has  its  own  version  of 
Hpean  governmental  shakiness. 
In  this  time  U.S.  investors  do  not 
ioj  it  something  to  ignore.  In  a  mat- 
pi  five  days  in  mid- July,  more  than 
S    of  the  investors  I  interviewed 
I  intended  to  buy  stocks  said  they 
»i  canceled  their  spending  plans, 
fc :  is  a  disturbing  reaction,  because 
ta  accelerating  a  trend  among  inves- 
I;  to  do  nothing — except  become 
m:  desperate. 

,13  ditical  instability  in  Europe  not 
t  generated  an  interest  in  gold  and 
jbling,  it  also  produced  a  popular 
I  of  interest  in  European  stocks, 
lion,  Paris  and  other  Continental 
Ik  exchange  indices  vary,  some- 
Is  rising  substantially,  but  the  av- 
is European  simply  isn't  interest- 
|(The  same  pressures  are  now  at 
Ic  in  U.S.  financial  markets.  For 
jfer  or  worse,  American  invest- 
B  t  attitudes  have  temporarily  be- 
ue  Europeanized. 

Rihat  does  that  mean  to  you  as  an 
■stor?  That  we  will  have  to  allevi- 
B)ur  economic  problems  before  the 
Die  can  once  again  become  inter- 
Hi  in  stocks.  We  will  also  have  to 
jjrn  to  political  stability  (a  pre- 
I  sly  irrelevant  matter  to  most  U.S. 
listors)  before  interest  in  the  mar- 
tt.s  renewed. 

Hsre  then  is  the  bad  news,  the  in- 
Iment  consequences  of  the  great 
■  political  massacre:  The  beginning 
pi  economic  downturn  has  usually 
ui  bullish  for  investors,  because  we 
b;  become  dependent  upon  reces- 
|s  to  lessen  some  of  our  economic 
Ms,  even  though  they  concurrently 
jte  others.  This  time  things  will  be 
Krent.  The  recession  is  upon  us, 
|  the  majority  of  investors  I  sur- 
jid  now  feel  we've  got  serious  po- 
stal problems  as  well. 
I  you  were  expecting  the  market  to 
|i  soar  300  points  on  heavy  vol- 
I:,  now  that  evidence  of  an  eco- 
|iic  contraction  is  appearing,  re- 
|  your  timetable.  Many  investors 
{. talked  to  have  decided  to  post- 
lb  their  purchases  of  quality  stocks 
|l  after  next  year's  election.  The 
»iey  is  accumulating,  and  the  dam 
j  break  sooner  or  later.  For  now, 
(ever,  the  indication  is  later,  not 
lier.  As  a  result,  the  already  high 

1  of  pressure  upon  investors  to 
ii  ulate  wildly  is  likely  to  increase 
i  further.  Caesars  Palace,  anyone? 

gas?  Gold  futures?  ■ 


In  today's  nervous  stock  market,  should  you. . . 

Buy?  Sell? 
Do  Nothing? 

More  specifically,  what  should  you  do  NOW  about 
these  (or  1  700  other)  fast-changing  stocks? 


AMERADA  HESS  CORP 
AMER  MOTORS 
AMER  TEL  &  TEL 
BOEING 

DOW  CHEMICAL 
EXXON  CORP 
GEN  I  MILLS 


GEN'L  MOTORS 
GREYH0UN0  CORP 
GULF  OIL 

HOLIDAY  INNS.  INC 
HOUSTON  OIL  &  MINERALS 
McOERMOTT  (J  RAY)  &  CO 
PEPSICO.  INC 


RALSTON  PURINA 
SCOTT  PAPER 
SOUTHERN  CO. 
SQUIBB  CORP 
SYNTEX 
TEXACO.  INC. 
WHIRLPOOL  CORP. 


We've  picked  the  21  stocks  above  for 
illustration — from  more  than  1700 
regularly  covered  by  The  Value  Line 
Investment  Survey— because  each 
has  recently  been  on  the  "most  ac- 
tive" list  and  may  therefore  be  of 
special  interest. 

The  stock  market,  and  the  investment 
values  therein,  are  now  going  through 
a  great  deal  of  rapid  change.  This  is 
no  time  to  sit  on  your  hands.  It  is 
urgent,  we  think,  that  you  check 
without  delay  every  stock  that  in- 
terests or  concerns  you  to  see  if  it 
currently  offers  the  investment 
credentials  most  important  to  you.  To 
illustrate,  let's  look  at  the  stocks  listed 
above: 

PERFORMANCE:  Every  one  of 
these  stocks  —  at  one  time  or 
another — has  offered  the  prospect  of 
superior  relative  price  performance. 
Right  now,  however,  Value  Line 
ratings  suggest  that  4  of  these  stocks 
should  be  avoided  for  the  time  being. 
On  the  other  hand,  we  estimate  that  5 
of  the  stocks  above  will  clearly  out- 
perform most  other  stocks  in  the  next 
12  months. 

SAFETY:  1 1  of  the  stocks  listed  carry 
superior  Value  Line  ratings  for  Safety, 
meaning  they  have  typically 
demonstrated  greater  price  stability 
than  the  majority  of  stocks.  The  other 
stocks  on  the  list  rate  only  average  or 
lower  on  this  score. 

YIELD:  The  dividend  yields  of  these 
stocks  estimated  by  Value  Line  for  the 


12  months  ahead  range  all  the  way 
from  12.0%  to  Nil.  Eight  of  the  stocks 
offer  yields  below  4.9%.  Only  7  stocks 
provide  yields  of  7.0%  or  higher. 

APPRECIATION:  Value  Line's  esti- 
mates of  Appreciation  Potential  in  the 
next  3  to  5  years  for  these  stocks 
range  all  the  way  from  a  paltry  30%  up 
to  nearly  200%.  Four  stocks  offer 
long-term  potentials  of  175%  or 
higher. 

(The  data  above  come  from  a  recent 
ifssue  of  The  Value  Line  Survey.  For 
actual  investment  decisions,  be  sure 
to  see  the  latest  weekly  Value  Line 
edition.) 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  in- 
troductory 9-week  trial  subscription  to 
The  Value  Line  Investment  Survey  for 
only  $29— about  half  the  regular 
price — providing  you  or  any  member 
of  your  family  has  not  had  a  sub- 
scription in  the  past  two  years.  As  a 
double  bonus  at  no  additional  charge, 
you  will  receive  the  2400-page  In- 
vestors Reference  Service  (covering 
more  than  1700  stocks)  which  will  be 
updated  every  week— and  the  96- 
page  booklet,  "Evaluating  Common 
Stocks."  Filing  takes  less  than  a 
minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can 
quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 

Send  your  check  or  money  order 
along  with  your  name,  address  and 
mail  the  coupon  today. 


The  Value  Line  Investment  Survey  NftfrV^ 

Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017  \T 


□  Begin  my  9-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above  Check  for  $29 
is  enclosed  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  lull  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
— and  send  payment  now 

□  1  year  for  $315  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus  (There  are  no 
restrictions  with  this  annual  subscription  ) 

□  Enter  my  subscription  now  Bill  me  for 
$315  (Does  not  include  the  calculator  ) 


316D20 


SIGNATURE 


LCCJJ 

•H 

rr§» 


NAME  (please  print) 


ADDRESS 


APT  NO 


CITY  STATE  ZIP 

GUARANTEE  If  dissatisfied  for  any  rea- 
son. I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid 

Subscription  tax-deductible  and  non-assign- 
able Foreign  rates  on  request  (NY  residents 
add  sales  tax  ) 
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Venture  Capital 


Acorn 
Fund 


NO-LOAD 


Write  for  free  prospectus  for  more 
complete  information,  including  man- 
agement charges  and  expenses.  Read 
it  carefully  before  you  invest  or  send 
money. 


Name 


Address 


.Zip. 


THE  ACORN  FUND,  INC. 
120  S.  LaSalle  St. 
Chicago,  IL  60603 
(312)  621-0630 

F-8-79 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
''CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared 
a  quarterly  stock  dividend  of  45C  per 
share  on  the  outstanding  Common 
Stock,  payable  on  September  1,  1979 
to  stockholders  of  record  on  August 
10,  1979.  The  transfer  books  will  not 
close. 

July  26,  1979 

RAMSEY  E.  JOSLIN, 
Vice  President-Financial 
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DIVISIONS  US   INDUSTRIAL  CHEMICALS  CO 
NATIONAL  DISTILLERS  PRODUCTS  CO 
ALMADEN  VINEYARDS. INC. 
METALS  Division 

BEACON  MANUFACTURING  COMPANY 
INDIANA  GROUP.  INC 


OWN  YOUR  OWN 

MONEY  BUSINESS 

BECOME  A  FINANCIER" 

UTILIZE  OVER  2.000  SOURCES  OF  CAPITAL 
Ideal  for  executive  type  person.  Operate  from 
your  own  dignified  professional  office.  Clients 
come  to  you  for  Business  Capital  Assistance. 
Must  be  sincere  with  a  well-rounded  business 
background.  Instant  Hi  income  potential  for  right 
person. 

$18,000  CASH  REQ. 

Call  Mr.  Van  (213)  463-4841 

or  write;  Computer  Capital  Corp. 
Dept.  5,  6922  Hollywood  Blvd. 
Los  Angeles.  CA  90028 


The  number  of  small  businesses  has  grow\ 
steadily  for  30  years. . . .  Many  trends 
the  economy  favor  small  business. 
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Business  Review 


By  Thomas  P.  Murphy 

When  I  began  writ- 
ing these  columns 
three  years  ago 
there  was  practical- 
ly nothing  published 
about  small  compa- 
nies. Now  there  are 
two  slick  magazines 
on  the  stands,  Ven- 
ture and  Inc.,  and 
even  staid  Harvard 
devotes  columns  to 
small  companies.  Increasingly,  the 
business  schools  are  teaching  small 
business  management,  and  a  minor 
industry  has  developed  offering  crash 
courses  in  how  to  be  an  entrepreneur. 
If  we  can  take  all  of  this  seriously, 
small  companies  are  flourishing  (siz- 
zling profits!),  venture  capitalists  are 
pursuing  entrepreneurs  and  Wall 
Street  is  begging  for  new  issues.  It 
would  be  easy  to  get  the  impression 
that  we  have  entered  a  Teffersonian 
Golden  Age  of  small  business. 

Well,  friends,  it  ain't  quite  that 
great.  On  the  eve  of  another  recession 
that  could  be  a  dandy,  it  is  worth 
considering  what  small  business  is 
and  what  it  isn't. 

The  whole  excitement  about  small 
business  begins  with  discovering  that 
a  long-held  myth  is  simply  untrue:  the 
myth  that  the  U.S.  is  naturally  a  na- 
tion of  bigness — big  government  and 
big  business.  Anything  small  is,  there- 
fore, aberrant  and  newsworthy. 

It  just  is  not  so.  There  are  10.7  mil- 
lion businesses  in  this  country  and 
nearly  97%  of  them  are  small  (by  SBA 
definition),  plus  3.3  million  farms — 
99%  of  them  small.  The  number  of 
small  companies  has  grown  steadily 
for  30  years  but,  more  meaningful,  the 
percentage  of  Americans  they  employ 
is  growing. 
From  1969  through  1976,  the  last 

Tfximas  P  Murphy  Ixads  a  venture  capital 
firm,  Partnersl.rip  Dankist,  Stamford,  Conn 
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available  figures,  the  top  1,000  com 
nies  in  the  U.S.  did  not  increase  tl 
employment  at  all.  Yet,  in  the  sa 
years,  9  million  jobs  were  added  to 
economy.  Where  did  they  come  fro 
State  government  provided  3  miili 
small  business  the  other  6  million 

Many  trends  in  the  economy  fa 
smaller  businesses.  The  construct 
industry,  for  instance.  Unionizatii 
with  its  restrictive  work  rules 
strike-prone  craft  unions,  increasin 
makes  that  industry  one  dominai 
by  smaller,  nonunion  firms.  The  tr< 
toward  a  service-oriented  econo 
favors  the  small  over  the  large.  Serv 
businesses  are  hard  to  manage, 
entrepreneurs  do  the  job  better  t 
committees  a  thousand  miles  awa 

The  truth,  then,  is  that  small  bi 
ness  has  never  really  gone  away 
never  was  obliterated  by  big  busin« 
In  fact,  the  trend  may  be  in  the  op 
site  direction  as  far  as  the  country 
whole  is  concerned. 

Social  attitudes  and  stagnation 
big  companies  are  propelling  pec 
into  smaller  businesses.  Furtherm 
public  opinion  polls  show  a  shift 
values.  Americans,  according  to 
Roper    Organization,    are  grow 
more  materialistic.  They  are  not 
ing  to  save  the  world.  They  are 
ing:  "What  is  in  it  for  me?"  In 
average  big  company,  the  answer 
"not  much." 

There  is  a  darker  side  to  the  sir 
business  lure,  too.  Tax  dodging 
IRS,  I  should  think  to  its  acute  em 
rassment,  released  a  study  last  moi 
showing  that  among  7,109  indep 
dent  contractors  audited,  46.9% 
not  report  anything  at  all  and  6 
paid  no  Social  Security  taxes.  Th  r 
people   are   salesmen,  independi 
truck  drivers,  etc.  The  Laffer  curve 
beginning  to  work  with  a  vengeai 
in  America — people  are  opting  oul 
that  part  of  the  system  that  is  ea 
visible  to  the  tax  collector. 

Tax-ducking  aside,  the  motivatic 
are  there  to  take  the  plunge  in  a  bi 
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rajs  of  your  own  and,  with  capital 
wis  taxes  lowered  to  28%,  there  is  a 
pljnce  to  keep  some  of  it  if  you  win. 
u»:  result  is  salutary  for  venture  cap- 
Htlists,  who  tell  me  that  the  quality  of 
p  repreneurs  and  of  proposed  deals 
Ki  the  best  they  have  ever  seen.  You 
It  add  to  that  the  fact  that  venture 
tu  italists  now  have  more  capital  to 
kr  est — quite  a  lot  more.  Stanley  E. 
ptt,  who  edits  Venture  Capital,  the 
jp;  fessional  journal,  estimates  that 
|6  ut  $  1  billion  in  fresh  or  recycled 
Ir  ney  has  come  into  the  industry  in 
lL  past  year  or  so.  The  source  of  this 
iney  for  the  most  part  was  banks, 
itsion  funds  and  insurance  compa- 
fes.  Another  $60  million  of  new 
Bney  went  into  small  business  in- 
Itment  companies  and  ultimately 

II  be  leveraged  by  $180  million  of 
fcney  from  the  government, 
■."hose  are  meaningful  numbers  un- 
lyou  realize  that  $1  billion  is  about 
I  the  capital  (excluding  bank  financ- 
I:  and  individuals)  that  more  than 
If  of  the  entire  American  economy 
I.  to  draw  on.  Two  phone  compa- 
Bs  and  the  South  Cleveland  Housing 
■thority  can  raise  more  money  on 

III  Street  in  a  day  than  all  of  small 
Ibiness  has  raised  for  new  and  small- 
||;nterprises  in  a  year, 
furthermore,  most  of  the  "venture" 
Biney  is  no  longer  very  adventurous. 
Kilked  with  a  group  who  raised  $25 
Tllion  last  year.  What  deals  had  they 

'ie?  Out  of  four  completed,  three 
fre  buy-outs  of  shareholders  in 
all,  growth  companies.  "We  cannot 
>rd  failures,"  they  explained, 
hen  we  are  starting  out." 
Where  does  all  this  net  out?  The 
low  (or  team)  with  a  track  record 
>  a  fair  chance  of  getting  financing, 
t  it  is  slim  pickings  for  the  man 
th  little  more  than  an  idea.  As  for 
ession,  it  hurts.  Even  if  business  is 
3d,  bill  collections  are  not,  so  small- 
companies  get  badly  squeezed. 
Nevertheless,  I  am  convinced  more 
)ple  are  going  to  try.  The  lures  of 
dng  the  plunge  are  growing  and  the 
ds  of  success,  or  at  least  survival, 
probably  better  than  they  have 
n  in  the  past.  And  once  into  small 
siness,  people  hate  to  go  back  to  big 
mpanies.  I  recently  talked  with 
:ee  owners  of  small  companies.  All 
re  dissatisfied  and  discouraged  and 
mentioned  that  they  were  being 
urted  by  big  companies  that  wanted 
hire  them.  Were  any  of  them  going 
pack  it  in?  Are  you  kidding?  Next 
ar,  they  explained  to  me,  was  going 
be  better.  ■ 


QDP  cuts  your 
corporate  taxes 
in  ways  you  cannot. 


\T  ANGUARD's  two  Qualified 
"  Dividend  Portfolios  (QDP  I  and 
QDP  1 1 )  are  "dividends  only"  invest- 
ment companies  uniquely  designed 
for  the  investment  of  corporate 
cash. 

How  QDP  Works 

Normally,  dividends  received  by  a 
corporation  are  taxed  at  just  6.9% 
because  of  the  859(  intercorporate 
dividend  deduction.  But  corpora- 
tions can  pay  taxes  of  up  to  30%  on 
capital  gains  and  46%  in  interest 
income.  In  the  QDP's,  such  income 
is  converted  into  lesser-taxed  inter- 
corporate dividends. 
QDP  I  invests  primarily  in  high- 
yielding  common  stocks  which 
also  offer  capital  growth  potential. 
QDP  II  invests  primarily  in  invest- 


ment-grade preferred  stocks. 

•  Both  seek  high  yields  at  low  tax 
cost,  but  with  different  degrees  of 
risk. 

•  Both  offer  daily  liquidity,  full- 
time  professional  management,  a 
clearly  defined  investment  strategy 
and  performance  record  you  can 
check  out  for  yourself. 

•  Neither  charges  any  sales  commis- 
sion. 

For  more  information  and  the  latest 
Shareholder  Report,  call  or  write 
John  R.  Rockwell  or  Dugal  Thomas. 
They  will  send  you  the  Prospectus, 
which  includes  more  information 
about  advisory  fees,  distribution 
charges,  and  other  expenses,  so  you 
may  read  it  carefully  before  inves- 
ting or  sending  money. 
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CALL  TOLL-FREE:  (800)  523-7910 

A  MEMBER  OF 

THEVanguard 

GROUP 

OF  INVESTMENT  COMPANIES 


In  Pennsylvania, 
call  free:  (800)  362-7688 

Drummer's  Lane, 
Valley  Forye,  Pennsylvania  19482 


Vanguard  shows: 


How  To  Exchange 
One  Stock  For  500 
-FREE 

First  Index  Investment  Trust  announces  a  unique  service.  If  you  own 
one  or  more  of  the  stocks  in  the  Standard  and  Poor's  500  Composite 
Stock  Price  Index,  you  may  be  able  to  exchange  them  for  an  equivalent 
investment  in  First  Index  Investment  Trust.  Free.  With  no  sales  or 
brokerage  commissions  on  the  entire  transaction. 
First  Index  Investment  Trust  parallels  the  performance  of  the  S&P  500 
by  holding  all  the  S&P  500  stocks.  This  kind  of  broad  diversification 
is  available  to  the  modest  investor  only  in  First  Index  Investment  Trust. 
And  the  Fund's  costs  are  among  the  lowest  of  all  mutual  funds. 

For  complete  information,  mail  the  coupon  or  call  toll-free 
(800)523-7910.  In  Pennsylvania,  call  toll-free:  (800)  362-7688. 


First  Index-  —  —  -  -  -i 

INVESTMENT  TRUST  FORN-"" 


f  irst  Index  Investment  Trust 

Drummer's  l  ane.  Valley  Forge,  Pennsylvania  19482 

/  would  like  more  complete  information  including  distribution  charges,  and  other  expenses. 
Please  send  me  a  prospectus  so  I  may  read  it  carefully  before  I  invest  or  send  money. 


A  MEMBER  OF 
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sometimes  too  much 
stock 
spoils  the  soup 


Partners  Fund. 
Discriminating  selection. 
Maximum  flexibility. 

Quality  not  quantity  —  because  a  portfolio 
with  too  many  stocks  can  limit  capital  gains 
potential.  All  securities  are  carefully  selected. 
Managed  by  partners  of  Neuberger  &  Berman 
with  one  objective  in  mind:  capital  growth. 

Because  they  own  substantial  amounts  of  the 
Fund  themselves,  the  partners  have  a  per- 
sonal stake  in  the  Fund's  success  —  and 
yours.  For  more  facts  about  this  unusual  NO- 
LOAD  Fund,  send  for  a  free  prospectus  now. 


•  NEUBERGER  &  BERMAN  MANAGEMENT 

!  522  Fifth  Avenue,  New  York,  N.Y.  10036 
A  prospectus  containing  complete  information 
will  be  sent  upon  request.  Read  it  carefully  be- 
fore you  invest  Send  no  money.  F8209 

Name 

Address  

City   State   Zip  


Call  toll  free  day  or  night:  800-323-1717.  Oper.  41 . 


Regular 

Quarterly 

Dividend 

77Vze  per 
Common  Share 

Payable: 

September  15, 1979 
Record: 

August  17, 1979 

Declared: 
July  25,  1979 

Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

PIPE  LINE  COMPANY 

Cyril  J.  Smith,  Secretary 
P.O.  Box  1642 
Houston,  Texas  77001 


Market  I  fends 


Considering  the  three  most  likely  scenario 
are  stagflation,  slumpflation  or  deflation 
it  is  hard  to  be  an  investor 

HOW  TO  PLAY 
THE  RECESSION 


tt 
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By  Martin  T.  Sosnoff 


My  rural  distribu- 
tor of  wood-burning 
stoves  has  run  out  of 
merchandise.  Is  this 
a  leading  indicator 
that  oil  prices  are 
topping  out  or  that 
the  Administration 
will  focus  on  wood 
as  a  promising  syn- 
thetic fuel  worthy  of 
tax  abatement  and  subsidy?  I  sense  no 
belt-tightening  mood  in  the  country 
as  yet.  The  energy  program  is  too  lit- 
tle and  too  late  to  help  the  early  Eight- 
ies. On  the  other  hand,  I  put  my  1975 
Mercedes  450  SEL  up  for  sale  in  the 
classified  section  and  nobody  called. 
Not  one  phone  call.  Is  the  country 
coming  to  such  a  standstill  that  even  a 
Benz  will  depreciate? 

During  the  first  half  everything 
went  wrong.  Inflation  and  interest 
rates  pierced  the  consensus  and  the 
GNP  collapsed,  red-dogged  by  the 
Arabs.  But  the  market  went  up  and 
even  bond  prices  showed  buoyancy. 
This  action  is  what  statisticians  call 
the  fallacy  of  the  enumeration  of  unfa- 
vorable circumstances.  (I  just  made 
that  up.)  Meaning  that  just  because 
things  turn  bad  they  don't  necessarily 
end  up  bad. 

Every  cycle  has  its  own  special 
stamp  and  this  one  centered  on  the 
consumer,  who  burned  himself  out, 
shouldered  a  lot  of  new  debt  and 
crowed  over  his  balance  sheet  embel- 
lished by  the  inflation  in  home  prices 
that  was  equivalent  to  a  500-point 
move  in  the  Dow  Jones  averages.  Real 
disposable  income  is  below  previous 
months'  levels,  and  the  guys  in  work 
shoes  are  losing  the  overtime  that  was 
so  sweet.  It  is  only  a  matter  of  months 
before  inventories  back  up  in  the 

Mat-tin  T.  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  t/x  aut/x>r  of 
Humble  on  Wall  Street. 
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pipeline  and,  by  year-end,  capi  ^ 
spending  plans  will  get  another  rej 
ing  by  corporate  boards. 

Meanwhile,  the  money  market  c 
tificates  sold  by  the  savings  and  loai  ip'l 
which  preserved  their  liquidity  unj  VJi 
midyear,  hopefully  will  run  off  a 
home  starts  should  drop  off  to  a 
million  level  by  summer's  end.  T 
will  help  to  slow  inflation.  The  bigg 
risk  here  is  that  the  rate-capping 
the    six-month    savings  certific; 
proves  ineffective  in  slowing  depajw 
inflows  and  cash  flow  at  the  S&Ls 
sufficient  to  fuel  housing  at  a  1.8  rr) 
lion  rate.  If  that  happens,  inten 
rates  would  hardly  shade  their  pea 
and  the  bond  market  would  chalk 
the  recent  rally  as  just  another  blip 
a  25-year  bear  market 

Barring  a  meaningful  falloff  in  in! 
tion  and  interest  rates,  we  are  fa< 
with  an  800  market,  contained  wit] 
a  narrow  band  only  because  of 
valuation  case  and  sidelined  cash, 
short,  everyone  has  donned  his  cr, 
helmet,  eager  but  as  yet  afraid 
mount  his  motorcycle  that  takes  h 
into  the  more  benevolent  markets 
the  1980s.  How  long,  oh  Lord,  m 
we  pay  for  our  sins  of  the  1970s? 

Practically  every  market  technic: 
in  the  country  forecasts  the  demise  is 
the  secondary  goods  only  to  see  thi 
move  up  another  15%  the  first  h. 
IBM,  Procter  &  Gamble,  Johnson 
Johnson  and  Polaroid  tread  water 
best  and  our  ragamuffins  head  for  | 
pay  window.  Could  it  be  like  1973 
when  the  thesis  that  you  had  to  o 
the  best  and  the  brightest  at  any  pr 
destroyed  the  big  bank  portfolios 
the  best  and  the  brightest  succumt 
to  the  recession?  Growth  compan 
after  all  are  gutsy  and  they  don't  re 
ily  pare  variable  costs  for  market 
and  new  products  development. 

Prime  growth  under  ten  times  ea 
ings  is  historically  low,  but  it  does 
mean  rising  share  prices.  There 
just  too  many  industry'  groups  at  f< 
times  earnings  that  are  legitimate 
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^merits  aside  from  their  attractive- 
ie|  as  takeover  targets.  Some 
a<l  ths  ago  I  talked  about  the  savings 
Mloan  industry  (Forbes,  Feb.  19); 
di ;  stocks  are  up  25%  or  more  and 
djsell  at  four  times  recovery  earning 
p  er  of  1980.  This  is  a  pure  counter- 
Ijrilical  sector  and  will  get  a  big  play  if 
ui  recession— now  thesis — is  right, 
s  [ill  Fannie  Mae.  The  life  insurance 
in  stry  is  a  natural  and  issues  such  as 
h  Life  still  sell  at  scarcely  any  pre- 
iti  m  to  book  value.  I  sense  the  ethi- 
b!  rug  sector  is  ready  for  more  mon- 
fcianager  attention  along  with  the 
|r)ipeline  operators  whose  through- 
|;  is  rising  again  as  more  plants 
Icli  to  gas.  The  rate  of  return  on 
b'  pipeline's  gross  plant  account  is 
Kg  for  now. 

Ihether  we  like  it  or  not,  the  age  of 
■lovers  is  here  because  the  Big 
id  is  no  longer  the  final  arbiter  of 
Be.  Premiums  on  deals  will  range 
E  50%  to  100%  just  as  long  as  the 
■<et  prices  real  companies  at  60% 
Ipok  and  at  earnings  ratios  compa- 
k  with  Chinese  laundries.  When 
1.  classy  conglomerators  like  Der- 
■Ruttenberg  of  Studebaker-Worth- 
jpn,  who  pursued  a  whirlwind  ac- 
lition  program  a  decade  ago,  now 
lider  selling  out  to  the  highest  bid- 
Bthe  degree  of  undervaluation  per- 
riting  the  list  cries  out  in  frustra- 
1  "Buy  me!"  My  group  of  rational 
tiibilities  for  takeovers  or  partial 
I.dation  includes  Western  Union, 
■Jiton,  Kaiser  Steel,  Imperial  Corp. 
I  U.S.  Life.  Many  of  these  stocks 
reasonable  investments. 
$:t,  considering  the  three  most 
ky  scenarios  for  the  country  are 
Jdation,  slumpflation  or  deflation, 
hard  to  be  an  investor.  I  see 
Jflation  ahead — the  country's  op- 
m  are  limited  and  this  makes  an 
jjish  market.  Slumpflation  is  700 
If  deflation,    1100,  with  interest 
i lis  and  inflation  backing  off  mean- 
tiilly.  I  suggest  you  build  your  own 
» el  on  inflation.  About  half  of  the 
jumer  price  index  is  comprised  of 
irgage  interest  rates,  home  prices, 
jand  food  the  biggest  sector.  If  you 
live  as  I  do  that  mortgage  interest 
|;  and  home  prices  come  off  a  lit- 
|)ut  fuel  goes  up  and  food  is  unpre- 
Ible,  we  are  still  facing  an  infla- 
rate  of  10%  in  1980.  Even  the 
ticil  of  Economic  Losers  has  re- 
1  upward  their  projection  for  in- 
bn  next  year  from  6.3%  to  8.3%. 
(them,  more  frequent  revisions. 
I;  way,  they  will  not  be  wrong  for 
long.  ■ 
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Your  6-month  certificate 
vs. 

Our  'Money  Market  Account9 


The  U.S.  Government  recently  acted  to 
reduce  the  effective  yield  of  6-month 
savings  certificates.  Now  there's  no  com- 
pounding on  interest.  But  Whitehall 
Money  Market  Trust  was  not  affected  at 

•  Convenient  daily  liquidity.  No 

6-month  wait.  Redeem  shares  any 
time,  at  their  then  current  net  asset 
value. 

•  Free  checking  privilege- 
minimum  check  $500.  Write  checks 
on  your  Whitehall  account  to  pay 
large  bills  or  to  replenish  your 
regular  checking  account.  (And 
keep  on  earning  high  daily  income 
until  the  check  clears.) 

Mail  coupon  or  call  toll-free 
(800)  523-7910 
In  Pennsylvania,  call  collect: 
(800)  362-7688 


all  by  these  new  restrictions.* 

Whitehall's  high  yields— unlike  those 
of  savings  certificates— are  still  com- 
pounded daily.  And  Whitehall  offers 
these  additional  advantages: 

•  Monthly  "easy-to-read"  state- 
ments. We  do  all  your  paperwork. 

•  Monthly  cash  dividends  or  you 

may  reinvest  your  dividends  for 
automatic  compounding. 

•  No  sales  charge,  and  no  redemp- 
tion fee. 

•  Only  $3000  initial  investment— 

NOT  $10,000  as  with  6-month 
CD's.  And  you  may  add  to  your 
investment  at  any  time  by  mail, 
telephone  or  bank  wire. 

*Of  course,  principal  and  interest  of  a  bank  sav- 
ings certificate  are  guaranteed  by  an  agency  of 
the   Federal  Government, 
hereas  Whitehall's 
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Whitehall  Money  Market  Trust 

Drummer's  Lane,  Valley  Forge,  Pennsylvania  19482 

/  would  like  more  complete  information  including  advisory  fees,  distribution 
charges  and  other  expenses.  Please  send  me  a  Prospectus  so  I  may  read  it 
carefully  before  I  invest  or  send  money. 

A  MEMBER  Or 

THtVanguartfl 

GROUP 
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RdReynolds  Industries,  Inc. 

Common  Stock  Dividend 

A  quarterly  dividend  of  95  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  September  5, 1 979  to  stockholders  of  record 
at  the  close  of  business  August  10,1 979. 

C.  F.  BENBOW 

Senior  Vice  President  and  Secretary 
Winston-Salem.  N.  C,  July  19,  1979 

Seventy-Nine  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Del  Monte  Foods 
Fresh  Fruit 

Convenience  Foods  &  Beverages 


Containerized  Shipping 
Energy 

Packaging  Products 
Specialty  Aluminum  Products 


REACH  THE  AFFLUENT  IN  FORBES 

One  out  of  every  13  FORBES  subscribers  is  a  millionaire 
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City  Investing  reports 

record  earnings 
for  the  second  quarter 

Revenues  up  40%.  Net  income  up  26%. 


SUMMARY  RESULTS  (UNAUDITED) 

SECOND  QUARTER  ENDED  JUNE  30,  1979 

1978 

%  Increase 

Revenues                                                            $  1 ,275 ,449,000 

$  909,634,000 

40 

Net  Income  35,956,000 

28,578,000 

26 

Primary  Net  Income  Per  Share  1.41 

1.08 

31 

Net  Income  Per  Share— 

Assuming  Full  Dilution  .97 

.78 

24 

SIX  MONTHS  ENDED  JUNE  30, 

Revenues  $2,447,260,000 

$1,746,386,000 

40 

Net  Income  57,993,000 

46,695,000 

24 

Primary  Net  Income  Per  Share  2.20 

1.71 

29 

Net  Income  Per  Share- 
Assuming  Full  Dilution  1.57 

1.28 

23 

(1)  Net  income  for  1979  includes  provision  for  settlement  of  civil 
antitrust  suits  and  gains  on  sales  of  investments  in  the  securities  of 
various  publicly-owned  companies,  aggregating  $880,000  in  the 
second  quarter  and  $154,000  in  the  six-month  period. 

(2)  City's  accounts  for  the  1979  second  quarter  and  six  months 
include  Servomation  Corp.,  acquired  in  a  purchase  transaction  as  of 
October  1,  1978,  by  City's  75.8%  owned  subsidiary,  GDV,  Inc., 
and  Uarco  Incorporated,  acquired  in  a  purchase  transaction  as  of 
January  1,  1979. 

c  City  Investing 

To  learn  more  about  City  Investing,  contact  Director  of  Corporate  Communications, 
City  Investing  Company,  767  Fifth  Avenue,  New  York,  N.Y.  10022. 
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who  does  not  read 
Forbes  Magazine? 

Forbes: 

Capitalist  Tool 


|ES,  AUGUST  20,  1979 


163 


Good  judgment  comes 
from  experience,  and 
experience — well  that  comes 
from  poor  judgment. 
Simon  Bolivar  Buckner 


Man  is  not  the  creature  of 
circumstances,  circumstances 
are  the  creatures  of  man. 
Benjamin  Disraeli 


If  a  man  has  talent  and  cannot 
use  it,  he  has  failed. 
Thomas  Wolfe 


It  is  certainly  wrong  to 
despair;  and  if  despair 
is  wrong  hope  is  right. 
John  Lubbock 


No  mistake  or  failure  is  as 
bad  as  to  stop  and  not  try  again. 
John  Wanamaker 


Not  failure,  but  low  aim  is  crime. 
James  Russell  Lowell 

There  is  nothing  either  good  or  > 
bad,  but  thinking  makes  it  so. 
Shakespeare 


I  compare  the  troubles  which 
we  have  to  undergo  in  the  course 
of  a  year  to  a  great  bundle  of 
faggots,  far  too  large  for  us 
to  lift.  But  God  does  not 
require  us  to  carry  the  whole 
at  once.  He  mercifully  unties 
the  bundle  and  gives  us  first 
one  stick,  which  we  are  to 
carry  tomorrow,  and  so  on. 
This  we  might  easily  manage, 
if  we  would  only  take  the 
burden  appointed  for  us  each 
day;  but  we  choose  to  increase 
our  troubles  by  carrying 
yesterday's  stick  over  again 
today,  and  adding  tomorrow's 
burden  to  our  load,  before 
we  are  required  to  bear  it. 
John  Newton 


You  never  know  where  bottom 
is  until  you  plumb  for  it. 
Frederick  Lainc 


Thoughts 

on  the  Business  of  Life 


Difficulty  attracts  the 
man  of  character  because 
it  is  in  embracing  it  that 
he  realizes  himself. 
Charles  de  Gaulle 


When  things  are  bad,  we  take 
a  bit  of  comfort  in  the  thought 
that  they  could  always  be  worse. 
And  when  they  are,  we  find  hope 
in  the  thought  that  things  are 
so  bad  they  have  to  get  better. 

Failure  is  success 
if  we  learn  from  it.* 
Malcolm  Forbes 


It  takes  a  clever  man  to  turn 
cynic  and  a  wise  man  to  be 
clever  enough  not  to. 
Fannie  Hurst 


Hope  can  always  cope. 
P.K.  Thomajan 


The  world  of  achievement  has 
always  belonged  to  the  optimist. 
J.  Harold  Wilkins 


Stoicism  is  the  wisdom  of 
madness  and  cynicism  the 
madness  of  wisdom. 
Bergen  Evans 


Wise  men  learn  by  other  men's 
mistakes,  fools  by  their  own. 
H.G. Bohn 


The  most  successful  men 
have  used  seeming  failures  as 
stepping-stones  to  better  things. 
Grenville  Kleiskr 


*The  Sayings  of  Chairman  Malcolm,  a  col- 
lection of  over  500  thoughts  embodying  the 
wit  and  wisdom  of  Malcolm  Forbes  Now 
available  at  $5.95.  Send  check  and  order  to 
Forbes  Inc.,  60  Fifth  Avenue,  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


A  ship  should  not  ride 
on  a  single  anchor,  nor 
life  on  a  single  hope. 
Epictetus 


I  would  rather  fail  in  a  cause 
that  will  ultimately  succeed 
than  succeed  in  a  cause  that 
will  ultimately  fail. 
Woodrow  Wilson 


The  hopeful  man  sees 
success  where  others 
see  failure,  sunshine 
where  others  see 
shadows  and  storm. 
Orison  Swett  Marden 


A  Text . . . 

How  beautiful  upon  the 
mountains  are  the  feet  of 
him  that  bringeth  good 
tidings  of  good,  that 
publisheth  salvation. 
Isaiah  52:7 


Sent  in  by  Donna  M.  Gonda,  No.  Car 
Ohio.  What's  your  favorite  text?  The  Fc 
Scrapbook  of  Thoughts  on  the  Busme: 
Life  is  presented  to  senders  of  texts  used 


Misfortunes  always  come  in 
by  the  door  that  has  been 
left  open  for  them. 
Czech  Proverb 


Unhappy  am  I  that  this  has 
happened  to  me?  Not  so. 
Happy  am  I,  though  this 
has  happened  to  me,  for  I 
continue  free  from  pain; 
neither  crushed  by  the  past 
nor  fearing  the  future;  for 
such  a  thing  as  this  might 
have  happened  to  any  man. 
Marcus  Aurelius 
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